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EDITOR'S PREFACE

The important part played by the raiiways 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, however, not fully
appreciated. Though occagionally 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 gubordinate position or often no pogition in the gyllabuges of
Indian Universitics. Even important commercial bodies who are
directly interested in the working of railways, find problems such
ag 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
thig country has not found that corrective, which enlightened public
opinion provides in other countries. In fact the effect hag Leen
go stupifying on railway administrations, that it ig not unnatural
to find gome of them considering railway problems such & close
pregerve, that the entry of the outsider shall be barred. Asan
illustration ,of thig unfortunate tendency we may point out the
fact, which would be unbelievable.if-it did not occur, that the
anthorities of the G. I. P. Railway refused access to their published
tariffs, for the purposes of ecomparative study, required for
bona fide research,

Some interest has bem aroused in more rgeent times in
railway problems, chiefly in connection withjghianges to be
introduced under the new constitution. The provigion 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 a8 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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gragped, till this innovation of a Statuiory Railway Authority was
suddenly sprung on the Indian publie.

Additional interest in railway problems grew when it wag
emphasised by Sir Otto Neimeyer that the financial position both
of the Provinces and of the Central Government under the new
constitution depended on the improvement of railway finance,
which has Deen 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 gome attention
in the country chiefly due te financial difficulties, adequate
attention hag 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 Diseriminating
Protection, and it is in the fitness of things to expect that
the railway policy ghould be such that it may help the growth
of industries. The reports of the Tariff Board are full of com-
plaints regarding the unfortunate tendency of Indian railways in
this connection, which may often undo the effect of protective
meagures pagsed 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 gerious difficulties in our economic progress.

The literature on railway rates ig very limited. With the
exception of Mr. Ghosh’s monograph on this subject there ig no
other important work which those interested may refer to.
Mr. Ghosh’s volume wag published in 1918 ; Dbegides 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 intriecacies of railway
rates ag they affect the movement of goods in this country, The
treatment followed by Mr. Tiwari is to survey these effects with
reforence to a few gelected 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 individualigtic policy to the utter neglect of {rade and industry
in this country, and that a national policy to conirol and co-ordinate
railway rates consistent with the economic interests of the country
should be established without further delay.
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This work was submitted in its original form as a thegis 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 out that the statistics used
in the volume refer in some cages to earlier years, Wherever
possible later data and information have been given.

School of Economics and Sociology,
Univergity of Bombay C. N. VAxIL,
15th January, 19317,
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CHAPTER 1

THEORETICAL BASIS OF RATES AND FARES

The purpose of the present chapter is to discuss the theoretical
bagis of rates and fares and the principles followed in
the determination of what constitutes the reasonable charge
to be paid by shippers and travellers for the {ransportation
gervice rendered by the railrcad®. Notwithstanding the repeated
efforts on the part of legislative and judicial bodies, no definite
method of rate ixing hag yet been evolved, which would do justice
both to the public and the carriers. The stage of transition has
not yet passed. The momentous inventions of the post-war decade
have revolutionised the entire transportation system. The
efficiency and economy of the modern commercial automobile
gervice has seriously questioned the monopoly of railroads as
carrierg of men and merchandige on land and modified their scope.
Attempts are therefore being made to co-ordinate these two im-
portant agencieg and to agsign them their proper place in the trans-
portation gystem. This has affected the practice of rate-making
on railroads. The rapid progress in air transport and its increaged
commercialigation is bound to affect the practice of rate-making in
future, Portends of the fast approaching change are not lacking,
The task of rate-making has therefore become extremely complex
and even embarragging. 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 a8 one of selling transportation. ** The business of railways,”
he pointa out, *iato sell to the public what the Americans eall ‘trana-
portation ’, or in other words they are purveyora of earriage *.

Vide, “ The Fixing of Rates and Fares,” p. 15

2. TFixing 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 sort of twilight in an atmosphers of pro-
babilities and doubt where nothing is clear, where there are some chances
for many events, where there is much to besaid for several courses,
where, nevertheless, one course must be determinedly chosen and fixedly
adhered to . Vide, “'Elementa of Railway Economies.” p. 73.

R—1
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can never be built off-hand : it is a product of gradual growth,
ever changing and adapting itsell fo the growing needs of a
dynamic society.

Before entering on & study of the principles determining rail-
way rates, we shall examine the general Dearing 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 amounty of capital have to be sunk and
punk for ever ; it is irrevocable. Further, if something is here to
be produced at all it must be produced on = large scale,

The expenses of a railroad are primarily of two kinds, ‘ fixed
charges’ and ‘ operating expenges’. The proportion of former to
the latter iy 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, irregpective of the wvolume of Dbusiness transacted.
In short, nearly two-thirds of the railway expenses are constant
and only one-third variable. This has been found true of the
railways in the leading industrial countries®., Working of the
Indian railways are no exception to thig general rule.

The preponderant proportion of constant cogts reveals the
esgential characteristic of the railway industry which pervades the
entire rate policy. Railroad operation is subject to decreasing
eosts., Doubtless expenges increage with increasge 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,
ocoupy an intermediate position®. This shows the enormous

1. From the detailed statistics of the American railways Professor Ripley

has come to this conclusion. He says, * Thus one arrives at the general

conclusion that approximately two-thirda of the total expenditure of a

railroad and more than one-hall of the actual operating expenses

are independent of the volume of traffic. The remaining third of the
total expenditure, or what amounts tothe same thing, the other half of
the operating expenses are immediately responsive to any variaticn in

business *’, Vide, Ripley, “ Railroads”, p. 58.

Supra p. 56,

3. This featurs has been admirably condensed by Aeworth : If it costs
x to deal with 1,000,060 units of traffic, 5,000,000 units will cost not
5x, but 4x + (4x X 51) = 21
Vide, “The Elements of Railway Economics *, p. 50,

L
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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 i 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 ig reduced to the minimum,
Therefore in order to utilise this unused capacity of the plant
running to waste, the traffic manager atiracts new traffic at lower
rates, fuch as would cover the prime costs', and leave a ghare,
though not full, to defray the capital costs, The rates thus charged
are known as exceptional or special rates, which we shall pregently
examine. This brings to relief the fact that railway industry is
gubject to decreagsing costs or increasing returns® until the
maximum operating capacity of the plant is reached.

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

1. The term ‘prime cost’ is here used in the usual sense of the special
cost 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 cost are instructive,
Vide, The Economic Journal, 1911, p. 563-64.

2. Professot Ripley thus expresses himself : * The law originates primarily
in the fized conditions attaching to the heavy capital investment—the
fact, namely, that fixed charges up to a given point of saturation tend to
remain constent absolutely ; but become proportionately less as 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 returns”.
Vide, * Railroads,” p. 99,
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protective or ingurance capacity helping to materialise varied indus-
trial potentialities of a country and lead to a full-fledged many-
gided economic development. In fact the effects of lower transport
charged on an industry are gimilar to those of protective fiscal
duties and ag such in our country only thogse 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 epecial 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 thig object, to every industry
that is egtablished on it# 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 gecurity of continuity in the special rates offered
by the railways merely for a better utilisation of the plant, 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 emphasiged. We have dwelt at length
on this aspect of the railway working because India i3 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 gystem,
are in the nature of a temporary tax on the rest of the system, and
continue to so function till the subgequent increase in the volumec
of traffic seeking transport makes the rate paying one, The
temporary loss suffered by the railroads is more than made good,
in the form of increaged earnings later, when adequate traffic is
built up, and in this we seek the esgential justification for the
lower rates offered. The loss sustained is esgentially a temporary
one. For instance, in the development of sugar factories now in
progress in thig country, if the railways concerned offer reduced
ptation-to-gtation rates on cane and sugar to and from different
factories, botk old and new, not only would the expansion of new
factories be facilitated but even the old established factories wounld
extend their plant. Thig 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, then it
ceaged 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 rajlways. It would mean artificial fostering of the
weak and the inefficient, which would, but for the help, have no
chance to survive. KExceptionzl treatment should therefore be
accorded with due consideration and utmost caution. This dis-
erimination should be very sparingly used. Railway authorities
should invest only a part of their regources in the development of
future traffic which has good progpects bat is not immediately re-
munerative. In fact, no railway can afford to change over a long
period of time a freight, the revenue from which does not cover
the direct prime costs of it3 own movement. However, the
exceptional rateg which cover their prime costs and leave a share
to meet the capital costs are becoming more common. In England
and America about 80 per cent. of the total traffic is carried
at —exceptwnal rate whlch hag thus become a rule rather than
an excepmon

~"Another equally important and a vet more controversial
feature of the railway industry may now be studied. It is some-
times said that railway industry is essentially one of ,]omt costg.
The expenser of the rallway serviee are incurred Jomtly and most
aptly illustrate the production of a number of commodities by a
single plant simultaneously at joint and indistingnishable costs.®
The classical economists illustrated this principle by the example
of the joint production of wool and mutton; beef, hide and
tallow ; calves and dairy produce; coke and coal-gag; etc,
Neither commodity could conceivably be produced alone.® Tt
behoveg ug, therefore, to examine in detail the nature of joint costs
as operating in railroad industry.

The question of joint costs with special reference to railway
trangport has been digcussed with exquigite refinement and
precision by eminent authorities like Prof. Ripley, Taussig,
Pigou, Edgeworth, Acworth, and therefore in the pages that

1, Huge reilway plant is devoted to the carriage of heterogenous
merchandise and differently graded passengers so that the cost of
moving a gingle commodity or passenger 1s indeterminable.

2. Mill, J. 8.; ¥ Principles of Political Economy ", p. 510.
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follow an attempt will be made to study the problem with the
help of thege authoritieg, with a view to a clearer understanding of
the issue.

* When any plant is used for diverse products,” says Professor
Taussig, ** the case is go 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 ineurred in rendering the
service the cage wounld be one completely of joint cost. There 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
expenses also, he further adds, represent in large part joint cost,
Many of them are incurred for the traffic ag 2 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
imposgible of apportionment to any eclass or item of traflic, 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 gerviced rendered by the railway are essentially and
fundamentally joint products; and it is immaterial whether the
articles are congumed at B or have to he further carried to a place
‘¢’ for consumption. This is so because, according to him,
the railway plant in this case is used for wvaried purpoges,
that is, the products carried are diverse. Although he
admity 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 homogenous*; but
in the primary denge concerning the railway they are diverse. In
thort he has with his characterigtic persuasion and ability
developed the thesig that joint costs play a dominant part in the
industry of railroad transport.

Professor Acworth holde the game opinion and argues on

1. Vide, “Principles of Economies,” Vol. II ( 1924 ), p. 385,
2. Vide, Supra.

3, Vide, Supra,

4, Vide, Principles of Economics, Vol. I, p. 221,
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gimilar lines. Starting from the universally acknowledged charac-
teristic of railway transport that it is an_industry of huge
investments, he argues that almost the whole of the constructional
cabita] and the working expenses are incurred on behalf of the
traffic as a whole; that even if either the pagsenger or the goods
traffic was absolutely withdrawn the c¢laim of capital to its normal
interest would etand unchallenged, reduction in the cost of main-
tenance would only be trifling, and even the operating expenses
incident to de facto movement of traffic would fail to record mro
rate 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,
* Railways then are the most extreme instances of buginess
conducted at joint cost ; their whole capital outlay i3 incurred on
joint accouni ; almost the entire cost of their services is joint ; and
the extra expenditure incurred especially for any one item of the
joint product is extremely small.”*

With due deference it may, however, be submitted that the
argument ag developed by Professor Taussig and Aeworth ig not go
convincing, It is eagy 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 railway service in the
primary sense. The suggestion that joint costs play a predominant
part in railway industry has qualified acceptance ; the difference
is only one of emphasis.

Joint costs play a secondary part in rajlroad transport.” The
most striking characteristic of the example quoted by the classieal
economists, illustrative of joint production, is that one of the
joint products can never be produced alone ; the preduction of one
necegsarily regults in the production of the other. To putit in
the words of J. 8. Mill, *they are both products of the same
operation, or get of operations, and the outlay is incurred for the
gake of both together, not part for one and part for the other. The
pame 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 Professor Pigou.
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if the other were not wanted or used at all.l Thus, there is
physical joint prodaction in the case of the examples discnssed by
Mill. The marked characteristica of the joint products is that they
have a common origin and one of the joint produets cannot be
produced alone.®

But the application of this principle of joint production,
doubtless true of certain industries®, to transport industry in
general, and the railway indastry in particular, presents congider-
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 cage 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
passengerg and different commodities in every direction, under
varying conditions, singly or wholesale, by pasgenger or express
train, over a given get of rails every day, with the operation of a
refinery, producing simultaneously kerogene, gasolene, lubricating
oils, and greases as well as various odd chemicals. Both are
examples of production at joint cost but with various important
contragts. In the refinery all the costs are joint. AIl the pro-
cesges are interlocked, Every increase in the oultput of kerosene
produces pari pagsu an increase of the other commodities. On the
railroad not all, but only & part of the costs are joint, in such
manner a8 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
chooge to especially cultivate its passenger traffic or ecotton or coal
business.* For instance, a railway running between any two points
A and B may work succesgsfully only with goods traffic, if available
in sufficient quantity, and finding that ity plant is thus utilised to
its maximum capacity, it may not care to develop pasgenger traffic
at all. Again, if a given railway finds that only one variety of
traffic, gay coal or cement, is sufficient to utilise the capacity of
it plant, it may not look for any other traffic. Thus, the Punjab

1. Vide, “ Principles of Political Economy *, p. 670.

9. Vide, Marshall * Principles of Economics* (1916) p, 388,
3. Refer Marshall: “Industry and Trade,” p. 192-93,

4, Vide, Ripley, “Railrcads,” p. 67,
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Macll1L of the G. I. P. catered only for firgt and second class pasgenger
traffic, till a5 Tate ag 1931, ‘and the Frontier Mail follows the same
pracuce even to-day. It follows, therefore that the most essential
dlﬂ’erentxahng characteristic of railroad transport is that the
services it provides are not physically inevitable; that is, the
production of one gervice does not necessarily imply the produe-
tion of the other. The supply of any one kind of railway service
is not neceesarily connected with the supply of any other kind of
railway gervice. If, for example, facilities for passenger traffic are
increased, it does not follow that those for goodas traffic are pari
passu increaged : or if the travelling facilities for first class
pagsengers 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,
ceteria paribus, decreased facilities for the other kinds of transport.
That is, given a railroad establishment, if increased facilities are
offered for goods traffic, it would mean decreased facilitieg for
passenger traffic.

Further, the transport services provided by a railroad—unlike
the production of several commodities by 2 single great plant
simnltaneously, at joint and indistinguishable cost none of which
can coneeivably be produced alone,~~can be varied according to the
traffic requirements, and to an extent limited only by the demand,
because necessary readjusiments can be made in the plant to guit
the traffic requirements, and even if the established plant is fully
utilised new plant can easily be added to meet the demand. In
fact the railway management wonld be only too glad to make the
requisite readjustments because it ig to their interest that not only
ghould the existing demand be provided for but a new demand
ghould be created. A successful traffic manager does not wait for
the traflic to corqg_]gy_t he creates trafﬁc. For instance, to take an
extreme case of read;uﬂtment if & line has been laid down between
any two poinis A and B for carrying primarily a particular kind
of traffic, say goods traffic, because, perhaps, when the original
survey 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, although there is a theore-
tical justification for such working provided it pays its way—that is, the
full share of capital and working costa.

R—2




10 RAILWAY RATES AND FARES

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 himgelf to the changed con-
ditiong. Necessary readjustments cah be made in the plant, and the
transport facilities for passengers can be increaged without at the
same time increasing the facilities for goods traffic, This elasti-
city would hardly be feasible if the railway facilities for goods and
passengers were joint products. In the eage of joint produet-
tion, sey mutton, wool and skin, the increase in the ontput of one
necegsarily adds to the output of the other joint produet,
albeit the exact proportion of the different items waries according
to the demand and the point of view of the flock masters. For
instance, the proportionate ghare of wool, mutton, and skin of an
Australian gheep ig 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 regpective countries ; but the
common fact stands that the rearing of sheep, irregpective of the
condition of the farm, means ipso facto the produection of wool,
mutton and gkin. ‘They are joint products and if you want one
you must have the others, even if you do not want them ; none of
them, to repeat, can conceivably be produced alone.

Apgain, in the case of joint production, like wool, mutton and
gkin, ontlay is incurred for the total joint output, so that even if
one of the jeint products fails to fetch a price, there being almost
no demand for it, the total cost would remain unaliered. This is
of course an extreme case but nevertheless true and is not in-
frequently met with in the industrial field. For instance, molasses,
which is a bye-product of sugar, produced in some 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 therefore the
production of the former necessarily implies the production of the
latter. Further, it ghould be pointed out that the production of
molasses doeg not involve any costs, distinet from thoge 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
hag severally a value assigned to them, and therefore, some
gpecial care and expenge is devoted to each of them, which would
be diminished or dispensed with if the demand for that product
were to receive aserious setback. The margin available ig certainly
very narrow, except where dpecial expense hag 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, becauge there is no special
cxpense incurred for it. In_fact one of the pressing problems
before the sugar industry to-day is to find out a means of utilig-
ing molasses and thus increase the demand for it. In short, in
joint production ontlay i incarred for the output as a whole, and
the margin for the reduction of costs, if the demand for one of
the joint produects falls, is narrow, unlegsthereare special expenses
incurred for one or all of the joint products. This is not true of
the railway plant in the primary sense, ag adverted to above. But
to the extent that the railway plant is subject to joint costs—in the
gecondary sengse—ag will be ghown presently, the aforesaid
rewarks are applicable.

Thus, from the foregoing discussion it ig 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
Pigon has offered very instructive and interesting criticism on this
point which may with advantage Dbe noted at this stage. He
contends that the transport service provided by the railroadsis a
single homogenoud commodity and therefore the element of joint
costs plays only a secondary part. According to Profesgor Pigou,
the conjunction of large common supplementary costs with
geparation between the markets to which they are supplied does not
make railway servicesjoint products in thig®—the only significant—
genge. In order that they may be joint products, it is further
necegsary, not merely that additional investment in plant and so on
may be used alternatively to facililate the supply to either market,

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

1. Refer Marshall, ** Principles of Economics”, p. 389 ard ‘* Industry
and Trade,” pp. 192-93.

9. Refer to the discussion, '* The Economics of Welfare "',

3. Vide, ** The Economics of Welfare,” p. 246,
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Thig view point seems to be more in accord with the true nature of
the railway industry, and hence we accept the view taken by
Professor Pigon that joint supply does not prevail in railway
trangport in a fundamental and general way ag is supposed by
some writers.

In some aspecis of railway transport, however, true joint
coste do prevail. (i) Back-loadinz provides complete analogy
to the cage of joint costs, Thus, an increase of trangport
facilities from station A to station B earries with it an
increase of transport facilities from B to A. (i) In a
gparsely populated ecountry or where railways have been
newly inaugurated, if the demand for any one kind of service, say
either goods traffic broadly, or passenger traffic, is not sufficient to
romunerate even the technically minimum sized railway plant,
goodd traffic and passenger traffic iy jointly produced. Professor
Tanssig rightly points out that the principle of joint cost in railway
industry bears, perhaps, most on the special problems of pioneer
regions ; and as these regions advance heyond that stage, it ceases
to be all pervading.® Similarly, if the increment of demand for
either pasgsenger or goods traffic is not individually sufficient to
make profitable the technically minimum additions to the railway
eguipment, then such increments of passenger and goods service
are jointly produced. 'The existence of unused capacity in the
railway plant constitutes the basig of the principle of joint costs.
If, however, we could adjust our uniig of productive factors to the
size of the unita of their products, then this kind of problem of
joint supply or joint production would cease {o exist. As railways
and regions they serve emerge from the pioneer gtage, 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 force con-
tinuously and systematically, the feature of joint costs become
ess dominant. But, though legs 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 ; becauge even if a given
railway plant is utilised to ils maximum capacity, at a particular

1. Supra, p. 265,
2. Vide, “Principles of Economics” Vol. II pp. 404—5.,
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time, additional plant hag to be installed when fresh traffic comeg
and & part of this new plant remains for a time unutilised. Thus,
it is difficult to so adjust the railway plant a8 to completely
eliminate the waste of unused capacity. In ghort, the problem of
joint costs is lesg important in countries which are industrialised
and where the railway' plant has attained sufficient maturity.
In industrially backward areas, where the railways have not
pasged their pioneer stage, joint costs hold dominant away.

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

This discussion of the two most important characteristics
of railway industry clears the way for a study of the principles
on which the rate structure should be based. Now, if railway
trangport were not made a monopoly by law, (i.e, if free com.
petition were allowed between two points ‘A’ and ‘B’ ) the railway
rates would be determined by the separate competitive cosis
of each kind of service. "It is generally agreed,” says Professor
Pigou, *“that, except in go far as the transport services sold to one
get of purchasers are supplied jointly with thoge sold to another
set, simple competition would tend to bring about a systern of uni-
form rates per ton-mile for similar gervices.”* The rates for
gimilar services would be 8o arranged that the demand and supply
price would coincide ; and a geparate charge would be made if
the railroad transport were gold in conjunction with some extra
gervice, 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., largs capital investment, waste involved
in duplication of lines, etc.). Hence a railway company is not
called upon, and has not the capacity, to determine the geparate
cost of production of individual trapsport services. On the
contrary, as a monopolist it finds to ity advantage to charge
different prices for the supply of a common commodity, namely,
trangport gervice (of course 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, D, 257,
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because the demand for a unit of railway service ig not transferable.
‘Where transference ig feagible 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 trangport, 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 exceplions 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 cage of traffic
which offers progpects of future gain or confers indirect benefits.
In both these cases railway authorities are entitled to charge
differential rates.

The anthorities 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 gole, Broadly, a
railway can do this if the rates for the irangport of different
commodities are relaied to their values and the elasticity of
demand for them. But there i no one arrangement of rates
which fits in with this broad method. Therefore the problem of
railway rates is not g0 much one of digcrimination in itself as of
choice between different kinds of discrimination, i.e., arrange-
ments of differential rates. The problem of rate making being
essentially a practical one, experience enables one to seek a proper
golution. 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 commereial 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 will cost him., After caleulating 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 rateg
of charge to his customers accordingly., Therefore, one naturally
asks oneself, cannot the railway company fix it conveyance rates,
whether for goods or for passenger gervice, in direct relation to the
cogt which it bas to incur to provide the accommodation and
gorvice ? It cannot be gaipsaid that the cost of service must
necessarily loom large in the manager’s eyes, because 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
gufficient sarplus 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 businegs-
men who urge that the rates ought to be based on the cost of the
gervice. “ There can be no guesiion,” saya Professor Ripley, “ that
for an indispensable gervice like transportation, conducted under
monopolistic conditions, the ideal system of charges would be to
agcertain the cost of each service rendered and to allow a reasonable
margin of profit over and above the amount”™® But to basing
the rate structure entirely on the cost of service principle, there
are several insuperable objections both theoretical and practical.
Railway operation, we would like to emphasise, i3 not analogous
to the 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 weuld have been Dased 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 iz determinable, then,
identical rates should be levied on both the articles; and this
would afford mazimum advantage both to the carrier and the
ghipper.

1. Vide, “‘Railroads,” p. 168,
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OBJECTIONS : ARSENCE OF PERFECT COMPETITION

But the study of the nature of railroad industry reveals thot
the gtate of perfeet competition, which i the most egsential
element, does not exist; and it is difficalt to realise in railroad
working. If the regime of perfect competition could be realiged
in railway industry, other objections of mixed roads, indetermin-
ability of costs, ete., would fade into insignificance. But perfection
is neither feasible nor is 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 ig a vast enterprise, with a tendency to monopoly
conditions in its inherent workings ; it threatens in private
hands to become an imperium tmperio; it presents most urgently
the problems of public control and publie ownership.”* Thus
we find that the basic argument of the advocates of the cost theory
is ungound.

Further, the cost basis is difficulb to lay, beeause it is impogsi-
ble 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, thus incurred, to individual articles, from amongst
numerous articles carried, which have acquired different place
utilities, ig at once arbitrary and wunjust. Thus, of the total
expenditure incurred, only a few items can be definitely allocated
to one gervice or the other; but the greaier part of the
sxpenditure is common and does not admit of precite and definite
allocation. Allocations of costs, as Professor Acworth says, made
on the basig of the rates between goods and passenger train miles
are at best no more than a conventional average. And if allocation
ig impossible between goods and passengers, & fortiori it is mere
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. 3689-390,
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consignments of goods, probably even the hardiest of amateur
railway statisticians would not attempt it.* Railroad costs are
indeterminable and highly wvariable. Costs are variable because
the railway induastry is subject to the Jaw of increasing returns.

Only a rough estimate can be made of the relative costs, This
is especially true of sparsely populated and new countries where
the equipment of railway organisation is mot fully utilised and
the nnused capacity runs to waste. DBut in old and economically
advanced countries the demand for railway service ig more steady
and enableg the railway managerd to adjust their equipment to the
demand, minimise the waste of unused capacity, and by the
process of cosb accounting ascertain approximately, if not exactly,
the cost of different ratlway services.

COST, AN IMPRACTICADLE BASIS OF RAILWAY CHARGEAR

Even if the cost of individual railroad service could be deter-
mined, it cannet be a true index of the total costs involved in
performing that service, because the fixed costs are heavy. More-
over, even after accurately ageertaining the varions costs incident
to an individual service, to frame o rate schedule based on that
cost would be highly detrimental to {vade, though, because of its
balanced and symmetrical nature, it findg favour with the traders.
This is so for reagsons more than one. Firatly, the costs would be
found to fluctuate violently, {from year to year, from month to
month, and on different parts of a rallway at the same time.
Railway costz are uncertain and fluctuating. This would be a
source of great annoyance to the traffic manager, and as trangport
facilities form the basis of the modern industrial organisation, the
uncertainty resulting from the frequent changes in rates schedules
would paralyse the trade 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 Ilatter constitute the backlbone of the
gociety and bulk of the commodities seeking transport, ruilwayd
will have to face an opposition threatening their very existence,
and 8o also their total tonnage will receive a serious

1. Vide, “The Economic Journal ”, (1897), Vol. II, p. 319-20,
R~-3
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get bacle,? Not only would the rigid application of ‘the costof
gorvice’ principle hinder all transportation of low grade traffic;
it would alsgo provent any development of long distance traffic, and
ultimately spell the ruin of the country. Even the equity of the
prineiple, as applicable to railways, iy more apparent than real.
Cheap things and of common use onght to Le charged less than the
expensive articles of luxury.

At this stage another difficulty to the sole application of the
cost of service principle should be noted. Railway costa cannot be
caleunlated in advance until the volume of traffic i3 agcertained, and
the volume ig ever fluctuating, 7The volume of traffic itself among
other things depends upon the rates quoted. The traffic manager
can calculate very 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 cogt of gervice can only be
agpertained after the service has been rendered and that too only
approximately, whereas the rates schedule has to be published
suffigiently in advance, so ag to give to the traders and manu-
facturers an opportunity to make the necegsary readjustments.
A trader's ability to pay transport charges depends primarily
upon the cost of hig goods and the probable market price he
would be able to fetch and therefore it i8 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 freicht on the development of trade and
industries it is necessary that the rate structure should have a
sound basis which pure application of cost fails to provide,
Conjectures and estimates as basis are not only valueless but
positively dangerous.

Carriers play a very important part in the social organisa-
tion of a couniry. By annihilating distance, they equalise
industrial conditions, and act in a protective or insurance

1. To raise the rates largely on the bulky materials of industry would
o restrict the amounts transported as greatly to limit induastry, to
reduce the volume of manunfactures to be carried by the railroads, and
to impose serious regtraints upon social progress. Vide, Johnson and
Van Metre, “ Principles of Railroad Transportation”, p. 341,
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capacity®! to the merchant or manufacturer. Thig great
obligation upon the carriers shows the delicacy of the tagk of
fixing rates. In fact rates have to be constantly modified
in order to keep pace with the ever changing conditions of the
counilry. So, on examining the geoods or pagsenger tariffs of
railroads in advanced countries we find that they frequently
deviate from the cost of service principle. The cost of service
favours & part of the traffic at the expense of the rest. Even if by
the cogt of service id meant average costs, it would be impracticable
a8 well asg inequitable to base rates on average cost which fluctuate
widely. Moreover, the cost of transport service ig the regultant of
manifold conditions under which the trangport business is done;
and hence variable, The rate charged itself affects the cost of
trangport service, Accordingly to base rates entirely on cost
would 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
gerviee principle is only of secondary importance in practice.
Before we pass on, let ns summarise the limitations to the
application of the cost of service principle ag the sole basis of the
rate struncture. The regime of perfect competition in the working
of railroads is an ideal difficult to realise*; cost is indeterminable

1. In a certain sense carvier exercices the function of an insurance
company, but with this important difference that while it has the
strongest interest in protecting its established industries against ruinous
competition from abroad, it may desire to share in some degree in their
development and prosperity by way of reward.

Ripley, " Railway Rates and Regulation.”

2. Bakolski, p. b.

3. The fact that the railroads operate under the prineiple of joint costs,
a5 well as of decreasing costs, rendera difficult the application of cost of
production theory to the determination of fair railicad rates.

See Patterson, “ Economic Problema of Modern Life,” p. 219.

“It is indubitable that sole reliance upon the cost of service na a basis
for rate-making is theoretically unsound, and impossible of practical
application.” Ripley.

4. As Professor Pizou says: '‘It is plain that anything in the nature of
extract limitation of single competition is almost impossible to attain ”
everrnnes A considerable gap between the ideal and the actual is likely
to remain.” ‘Wealth and Welfare?, p. 265,
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and variable; the volume of traffic is ever fluctuating and
therefore the tariffs Dased purely on cost would lack in stability ;
the preparation of tariffs in advance would not be feasible ; and
above gll much of the valuable part of modern commerce would
be penalised, which in turn wonld react upon the stability of
the railways. It is because of its impracticability, therefore,
that the cost of service principle hag been dethroned by the
Jeading economists from the sovereignty which it might other-
wige claim.

With all its limitations, the cost of service principle deserves
full attention in the determination of reagonable rates, and no
railway manager can afford 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 ordinarily it costs
more to haul a given tonnage of one commodity, e.g. feathers,
than of another commodity, e.g., coal ; and that ordinarily 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 {raffic can be gauged to a considerable extent,
Having ascertained the approximate cost, he has to see that the
railway rates should be such as to Le profitable both to the
shippers { or passengers ) as well as to the railway company.

The cost of gervice fixes the lower limit of the rates, below
which rates cannot be reduced, for otherwise the railway womld
cease to be a profitable concern, No carrier, under normal circum-
gtances, can afford to quote rates which do not cover the cost incident
to the service. TLven exceptional or special rates, which scarcely
cover the prime costs of the service, are given with a view to
creating more remunerative traffic in the long run, It is 4 service
auxtliary to further service. 'Thms 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 ghould not fall. It checks the uneconcmic use of
transport service. Railway industry is a commercial undertaking
of the first magnitude and hence the capial invested in it must be
reproductive ; broadly and in the long run it must be remunerated
at the normal rate of interest, either 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
gervice do not cover the cost, it should not be undertaken.

One i apt to overlook the utility of this principle and the
protection that it affords against too low transport charges. Ome
may question as to how low rates prove detrimental to public
interests. A moment's reflection will clear the misconception. It
ig too well known in business economics that ne concern can for
long continne to run at a loss, lest it should go bankrupt. One
starts an undertaking with an optimistic outlook and hopes to find
the weather c¢ver favourable. As one succeeds in hig 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 business world. Therefore, when
the competitors, atiracted by the highly remunerative nature of
the budiness, enter the f{ield, the wvested interests, ocut of their
jealonsy of the new adventurer, whom they take ag an intruder,
resort to unfair competition and price warg. This is especially
true of the railway industry, where rates aro made under the
condition of monopoly, and competition i3 looked at with great
guspicion. The railway plant being immovable, and utterly
useless for any other purpose®, incresscs the scope for unfair
competition. This oxclugion of competition and maintenance of
monopolistic conditions, by resorting to unfair methods, proves
harmful to the shipper and carrier alike. Hence under conditions
of monopoly, snch ag railways are?, the cost of service principie
must be kept in view ; while under free competition it i bound
to obtrude itself automatically®,

1. * All the rates must among them cover all the expenses and leave,
if possible, sufficient margin to pay interest on capital at the normal
rate, Inter se, the rates must Le go adjusted that each item of traffic
bears its fair share of the total cest of the entire railway service,"
W. M. Acworth, p. 74.

2. So also & large proportion of the expenses of a railway is independent
of the amount of traffic carried, 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, “ Railroads ", p. 176.
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The railway traffic manager, however, ig 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 services 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 gervice’ principle. He fixes his rates in pro-
portion to the valae of the service rendered or the capacity of
the article to bear it. Demand regulates price.

But here too the cost of service prineciple affords an important
check upon the value of the sevice principle. If the price of an
indispensable public service like transportation, conducted under
monopolistic conditions, wes 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 nnduly high rates. In
limits the scope, which the traffic managers would otherwise be
permitted, to manipulate rates to suit their self-interest. In
geeking to increase their revenue, they are apt to raige their rates
unreagonably high. In certain kinds of traffic the total tonnage
moved ig no indication of the equity or reasonableness of the rate
charged. In the case of necessities of life, the incidence of
inereased railway freight is shifted to the consumers, and becomes
a regular charge without reducing the consumption. 1t ig only in
the case of articleg having an elastic demand that the volume of
traffic would rise and fall with the rates charged.

IMPORTANCE OF VALUE A8 AN ELEMENT IN RATE-MAKING
THE VALUE OF SERVICE PRINCIPLE

The value of service, as a basig for rate-making, begins where
the cost of service principle ends. It has already heen pointed ount
that the rates should not be based sclely on the cost of service
principle, becange, 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 trangport charge, in the sense of
the proportionate share of the total costs, were to be the gole test
of the utility of carriage, a very valuable part of modern ecommeree
would not have grown to any congiderable magnitude, because the
place utility created by transport and measured in direct money
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returng would be ghort of the transport charge levied, and there-
fore the traffic would not move. The effective demand for
transport of low grade traffic would almost ceage. 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 comparigon with the value of the article and its capacity to
bear the transport charge. Thus, for instance, the traflic manager
may even double the exigting freight on the transport of watches,
musical instruments ete., but even a slight increase in freight
on articles like galt, sugar, food grains, cement, coal, etc.,
would seriously restrict the traffic and cause great hardship to
the publiec.

VALUE SUPPLEMEKRTS THE COST BASIS

The aid of digerimination is, therefore, sought as a supplement
to the cost hasis for making up its dificiencied ; and it may be noted
that this discrimination, if practized with due caution and
congideration, helpg all the parties concerned, even those against
whom the digerimination ig practised. A judicious digerimination
in rate-making, therefore, helps all the parties, carrier, shipper and
the community ; it i3 essentjal for extracting the utmost from the
“iron horge”. It has been rightly said that cost of carriage is a
function 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 i averagely profitable
and a rate which is only just beiter than no rate at all ig a
very wide one and therefore the aid of State regulation is soug]it
lest the railway should use the powers indigseretely. “I am
therefore confirmed,” observed Profersor Edgeworth “in the
deduction that diserimination accompanied with a moderate control
is likely to be better, both for the customers and the monopolist,
than monopoly forbidden to discriminate’* The value of
gervice principle is a very important form of discrimination®,

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

‘2, The value of service principle, eays Professor Pigou, is a dis-
criminating monopoly of the third degree,

Vide, The Economica of Welfare, p, 256 and pp. 240-47.
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as applicable to railroads, and ity ulility bhag long leen
recognised.*

ABILITY TO BEAR THE TRAXSPORT CHARGE

The rate structure should, therefore, be based on the relative
value of the service rendered by the carrier. Thig principle
implies that the rates should be proportioned to what the ghipper
can afford to pay, his ability Deing measured strictly from the
economic standpoint. Ability to pay the transport charge depends,
ag mentioned asbove, 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 befixed with reference to the
value added to an article by being transported from one place
to another.

Railways pursning a policy of enlightened gelf interest, base
their rates upon the value of service rendered. We have already
geon that the railroad, by transferring an article where it is in
abundance and hence lesg in demand, to a place where it is scarce
and the demand forifis high, augments its value by creating place
utility s 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-
porticned to the value of the gervice, This railways do, not oub
of any philénthropic motives, but, because it serveg their

1. Professor Acworth says, “Historically thia thing has been recognized
and approved by English legislation from the time when Adam Smith
applauded the equity of statutory turnpike tolls at the rate of 1s. for
a light earriage series of Canal Acts and Railway Acts 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 pay 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 share of trangport charge in the total cost, and the earlier will the
freight charge restrict their sales; the smaller the passenger’s income,
the less the sum he can afford to pay for conveyance. Given the several
marked characteristics of the railroads adverted to above, it would be
profitable to carry traffic at Iower rates up to a point.
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interests best. Sometimes managing authorilies 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 interests 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 a3 to retard it. Its social utility congists in
the fair distribution of the egonomic burden which it helps to
bring about. The value of service rendered by the railways to
different busginess concerns and individuals varies ad dnfinttum.
There are different kinds of traffic and the value of service differs
according to the ghare of time, bulk, weight, distance, speed,
gafety, etc. There is a kind of traflic which will barely
cover out-of-pocket expenges of carrying it; and the gecond kind,
will cover both ihe out-of-pocket expenses and leave a share to
meet the general charges ; the third will cover its {ull costs and
8till leave a large and disproportionate surplusg more than sufficient
to fill up the deficit in unapportioned costs left by the low-class
traflic which could not bear its propoertionate share of capital costs,
It is in the interest of both the public and the railroads that all
thege classes of traffic must be carried, and at the rates which each
clagg can bear if the utmost value i3 to be elicited from the railway
gystem. 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 algo fully ulilised. The com-
munity, therefore, gets more service on the differential rate
gchedule than from the uniform rates. In short, the value of
gervice principle promotes flexibility of rates, high utilisation of
railway plant and economy in it operation.

The value of the gervice principle as a guide to railway
policy is potential of immense benefit to the community, wherea
it i3 justly and eautiously applied and where the rates are ¢on.
tinually adjusted to changing economic conditions, It iz best
adapted for a dynamie society. It renders wonderful help to the
key industries which would have little chance to survive if the
rate structure were based on purely cost of service principle,
Important industries like galt, iron and coal are flourighing to-day
becauge of the differential rates quoted to them. The articles
which these industries cater for are genecrally light and bulky ;

R—4
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and even where they are heavy and compact, their value, which ig
in fact the measure of ability to bear the freight charge, is g0 low
that the important considerations of bulk and weight, cannot he
strictly adhered to. These indusiries being national industries,
the total benefit derived by the community i3 many times more
than the concespion allowed to them in the railway freight.
Moreover, even from a strictly railway man’s point of view they
are not uneconomic customers. It i3 an accepted principle of
roilway economics that even where the charge which the traffic
should properly bear is so low ag not to provide a proportionte
contribution over and above the actual prime cost of handling the
traffic, it is prima facie advantageous for the railway to get such
iraffic.* Though these industries, as direct shippers, are less
sdvantageous to the railwayg, the indirect addition that they make
to the railroad earnings is congiderable. The products turned out
by the key industries form the basic ingtruoments of most indnstries,
The Iron and Steel industry itself adds, both dirvectly and indirect-
ly, immense tonnage to the total carried by the railways.

1t is idle to oppose the reduction of rates on the plea that the
traffic coming to the railways on the existing rates ig sufficient. If
a railway gets sufficient traffic on a particular gcale of rates, it doeg
not conclusively prove the equity of the existing rates schedule,
and the undeterminability or impracticability of further reduction.
Where the demand i8 inelastic a slight increase in {reight charge
may not materially affect the volume of traffic but all the same i{
becomesg a tax upon the community.

1t is often argued by the railway men that the sore sign of &
rate being unreasonable is that it instantly puts a check upon the
traffic. 'This statement containg a great deal of truth bui fora
clearer understanding of the issnes involved it is necessary that
the nature of traffic should be better studied. It has already been
pointed out that there are two broad divisions of traffic, the basis
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 i but natural that higher freight rates
might 80 far increage the price as to check consumption.® But

1, A far-sighted railway manager should venture the present in view of
the potentialities of the future.
2. For detailed discussion see the Ch. on ‘The Indian Cement Industry,’
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the other basis of division ig the elasticy of demand which a given
article posgesses, and here the effect of rates on the movement of
traffic is slightly different from the cage noted above. In tho case
of articles, which are necessarieg of life, having inelagtic demand,
like sugar, coal, food grains, etc., a limited increase in rates will
not readily restrict the consnmption of the commodity®, so that
whereas the traffic would remain unpaltered, the receipts would
record an appreciable increase. Thus, in the cagse of necegsaries of
life, an increaged freight rate ig apt to become a charge upon the
community, without reduncing their consumption. The traffic
would remain the same. 8o, the volume of traffic moving offers
only a partial justification of the rate gchedule. After sludying
the nature of the article and the demand for it, a reduction in the
rate ghould be tried, and its effects on traffic observed. In fact
the construction of tariffs must be tentative and experimental. If
with the lowering of freight rates the fotal tonnage hauled
increases, even without any substantial increase in the total net
earnings, the modified schedule has a valid claim for maintenance
though it is not a lucrative business o the railway companies, too
eager to earn large profits with the least traffie. This justification
is strictly economie.

It may be added that to the railroad, being a public carrier,
the increase of traffic in the case of esgential articles 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 railway manager
ghould be guided by the cost of gervice in lowering his rates, but
in the fervour for cloge adherance to costs social welfare ghounld
not be sacrificed. An enlightened railway manager concerng
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 hag special importance for India, where the
railway rates have been regulated on peenliar considerations, not
even sirictly economic, much less social. The duty of the State
has been limited to fixing the maxima and the minima, leaving fo

.1, Refer to the respective chapters, Infra.
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the individual companies to constrtict actual tariffs as they thought
would best suit their purpoge. (Consequently railway tariffs have
been framed primarily with a view to facilitate export and import
trade. Now that the nationalisation of railways has become an
accepted principle and gome of the important lineg are owned and
worked by the State, the Railway Board can do great servieca to
the country by revising the railway tariffs in the light of the
value of service principle which has been worked on Xnglish and
American railways. It i not intended to convey that the present
rates policy ignores in toto the value of service principle, but a
readjustment in the rate structure is necesgary. Thig is a very
important problem which the Indian railways, the business
community and the general consumers have to tackle in cloge
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 indifference kept up
by the railway authorities and is to-day being fostered by the
interegted 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 iz not well informed, Further, the
political agsociations of the railways and the policy pursued in the
paet have created a great deal of mistrust and suspecion in the
public mind.

LIMITATIONS OF THE VALUE OF SERVICE PRINCIPLE

Frnough has been said abount the importance of the valuse of
Service principle, and its defects ag well have been ineidentally
pointed gut. 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 unregunlated, is apt to be misused. 1t
fails to protect the consumer against exorbilant rates on geveral
commodities, A traflic manager can successfully impose a tax
upon the community by raising rates on the necessaries of life
having inelagtic demand. The fact that in most cages the cost of
transport is relatively ingignificant ag compared with the value of
the goods lends further support to the same view.

In the hands, therefore, of an autocratic traffic manager, biind
to all gsocial 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 vaguneness and ambiguity
of the conception of ‘what the traffic ean 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.
1If social welfare is disregarded it may be raised very high. Tt ig
capable of being raised still higher if the demand for the com-
modity ig 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 ig no longer
free to accept or reject a given rate; he iz committed to the tasgk.
He can afford neither to move nor to abandon his factory, He
hag to run his factory ; and in order to e able to continune in the
field he has to sell his products at competitive prices. 1f, however,
he ig called upon to pay relatively higher rates, wherens hig other
competitors, 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 congumer. The absolute
level of rates can likewigse be manipulated to suit the purposge of
the railway company. This susceptibility to manipulation is in-
herent becange the ability in individual cases cannot be accurately
meagured, HEven when told that a given rate has advergely
affected the volume of traffic, the railway manager ean {urn reund
and say that the rate is fair and that the fall in traffic i3 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 ig very difficalt for a non-railway man
{0 quegtion the anthenticity of the statement of the traffic
manager, who is the gole custodian of the traffic statistics. As a
quasi-monopolist, a railway manager alwayd aims to maximise hig
monopoly gaing, and it is only an accident that the interests of the
monopolist and the public get interlaced. The railway, being a
quagi-monopolist, by organisation, and much more so when it has
a more complete monopoly of carriage by reason of the abgence 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 sghippers and
consumers, against the danger of unjustly high rates, This misuge
of the discretionary power of rate-making is undesirable. When
go expoged and at the mercy of the ptrong 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 a8 not to abuse their powers.
Thug, the use most detrimental to the public welfare can lre made
of tho discretionary power conferred upon the trafiic managers,
unless checked by State regulation,

THE PROBLEM OF REASONABLENESS OF THE RATES CHARGED

Thus, the determination of what constitules unreasonable
digcrimination is very difficult., Between the minimum fixed by
the “ additional ” or ** out-of-pocket expenses ”, and the maximum
by the value of gervice to the shipper, to locate the just charge
lying between these two extremes, one must give due consider-
ation to the cost of service to the carrier and the competitive
conditions under which the service is performed, the value of the
gervice to thae 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.
negg of railway rates,

State regulation of railway policy and the reasonableness of
rates charged by the railroads are clogely knit; in fact, the latter
is the result of the former. Therefore, it is convenient to study
together these two different aspects of the szme 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 sBocial needs. Different are the devices regorted
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 rajlways are sirictly regulated.
Regulation i the very essence of the efficiency of the transport
gervices and their ulility to the community. As transport
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indusiry i3 the barometer of national activity, so is the State
regualation of transport efficicney.

* To arrange railway charges on a just basis,” says Professor
Taussig, * as is the alm 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 uneccnomic and wasteful.? Free
transport would increase uneconornic traffic. Therefore it ia
eggential that railroads should levy a reasonable charge for the
transport services they render. The huge capital sunk in the
railway establishment musgt earn a fair return.

The necessity for a fair return on the capital expended
becomes all the greater when the industry i manned by private
capital and enterprise. When a private corporation undertakes
the finance, construction and operation of a trangport sgervice, it
doe¢s 5o with the understanding that ite capital and enterprise is
secking a profitable investment, for otherwise it would resort to
gome other field. In a society based on the institution of private
property, railway companies under private ownership and
management cannot be called upoen to work the lined at a loss or
unremunerative return, for otherwige it would mean the expro-
priation of the private property. This limits State regulation.
State regulation then micans that the railway companies should get
a reasonable return on their capital. Railway rates and fares
ghonld be go regulated as to allow a fair and just return on the
value of railroad property. “ Under the pretence of regulating
fares and freights, the State eannot require 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 public ag well ad
the property of the Corporation maintaining the public high way.

The guestion of reasonable charge i3 hedged with difficulties.

1. Vide, “Principles of Economics ”, Vol, II, p. 399.

2. Without any prejudice to the problem of granting traneport subsidy
to nationsal industries,

8. The discussion of Chief Justice Waite of U.S.A. quoted by Bhrinivasan,
p. 227,
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Railroad being an industry of enormous fixed investmenis,
performing a medley of services, frequently at commeon and joint
costs, the task of allocating costd to individual services, as adverted
to above, becomes very difficult ; and much more g0 in the deter-
mination of a reasonable charge. It seems that the statutory
definition of the constitments of a just and reasounable charge
will be impossible in the near future, Thisig 5o becanse with the
development of science the social organisation is getting mare
complex, and the trangport service, which caters for these complex
wants, has become more complex. However, with the help of
geientific methods of cosb accounting and more accurate railway
dtatistics it has been possible to malke 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 cages 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
given time can be determined, the authorities entrusted with thig
complex and delicate fask have to make a detailed study
of the various factors that affect the cost of service to the
carrier and the wvalue of service to the trader, and
thereafter institute a comparison with rates which have been
found reasonable in practice on gimilar commodities carried on the
game railway as also on other railways, under cireumstances nearly
akin and not dissimilar, The rate thug arrived at will be a near
approximation to the rate just and reagonable. But the comparisen
with analogous rates, either held or presented to be reagonable,
must be undertaken with utmost sagacity and caution, because the
rate cases of leading industrial countries, like England and
America, demonstrate the neceggity of a thorough study of the
different asdpects of the rates to be compared, and the wvicious
results that a superficial comparison of rates leads to, In all such
cages the value of comparison depends upon the degree of gimi-
larity of circumstances and conditions attending the transportation
for which the rates compared are charged. Rate comparigon is a
valuable ingtrument when properly utiliged, but a hazardous one
in the hands of a novice,

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

Next, we pass on to review the criteria and standards of
reasonableness as operating on the railway gystems of gome more
important industrial countries with a view to find oub as to how
the problem has been tackled in this direction,

CRITERIA OF REASONABLENESS A8 APPLIED ON THE
AMERICAN RAILROADS

In America we find that couris and Inter-State Commerce
Commigsion have given important decisions, on the cases of
unreasonable rateg brought before them, from which evolved the
standards of reasonableness. The principle thus established
regulates the rates and fares charged on the American railways.
In America, judicial as well a8 economic authorities are nnanimous
in their opinion that the interests of the public a8 well ad carrier
need adequate protection ; bui 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 congtruct and maintain a
public hishway for the benefit of the public in return for a just
compensaiion for the services rendered.

What are the constituents of a just compengation and how
ghould it be determined ? ‘The answer to this guestion can be
found in the decisions of the American Supreme Court. Operat-
ing costs, depreciation and remuneration for the capilal expended
are the three constituents. A railrond i entitled to earn a
sufficient gum 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 the
efficiency of management. If every public corporation, as a
matter of right, was entitled to levy transport charges for its
gervices ag would be gufficient to defray normal profit without
any condition as to the efficiency of its management it wonld soon

R~5
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grow inefficient. Efficiency is the ear-mark of progress. This
diffculty has led to complications in the railroad legislation.
Stimulus to efficiency is indispensable ; profits are a sufficient
gtimnlus to efficiency. They nerve the shrewd and the alert and
weed out the ineflicient. 8o 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 necesgary investment
under honest, efficient and economical management. This brings
to relief one most important characteristic of American railroad
regulation. In America {ailure to produce fair profits on the
capital invested in a railroad corporation is not a conclusive proof
of the unreasonableness of the tariff in force. “There may be
circumstances which would justify such a tariff ; there may have
been extravagance and a needlegs expenditure of money; there
may be a waste in the management of the road ; enormous salaries,
unjugt discrimination as between individual shippers resulting in
general losa,”*

The determination of a fair return on the aggregate property
used for 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 tagk, the Inter-
State Commerce Commission in 1922 wag empowered to fix
whatever rate it regarded fair. This action has proved beneficial,
both to the public and the carrier, in ag much as the rate regulation
is free from the gambles of the party-politics and imparts certainty,
an esgential condition for the progress of trade and industry.

CRITERIA OF REASONABLENESS AS APPLIED ON BRITISH
RAILROADS

In Great Britain, rajlways are regulated by the Railways Act
of 1921. The object of the Act is, on the one hand, to protect the
public against excessive charges and unfair treatment and give it a
phare in the benefits arising from amalgamation, and, on the other
hand, it purports to secure to the ghareholders a reasonable

1, Decision of the Supreme Court, quoted by Shrinivasan. p. 231,
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return on the capital. In fact the Act hag liberated the railway
companies of the State control, yet the change has been little short
of full nationalisation of railways., This is explained by the fact
that gection 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 1913.* The
Railway Rates Tribunal, an essentially jndicial body, is made
responsible to go fix the standard rates as would yield the standard
revenue. In event, however, of the net revenue increaging sub-
stantially above the standard, eighty per cent. of the surplug was
to revert to the users of the railwaysin form of reduced rates and
fares, and the remaining twenty per cent. was to go to shareholders
ag an incentive to spur the railway companies to economy and
efficiency of management.®

It ig evident from the foregoing that the problem of reason-
ableness of rates has been sgolved in Great Brifain in a charac-
teristically English manner ; it ig both conservative and practical.
Being free from the vicissitudes of property valuation it provides
adequate security for private investment, Commercial classes and
the travelling public are equally protected, for eighty per cent. of
the surplug earned by the railway companies, above the standard
revenue, returng 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 eet the
growing requirements of advanced and democratic countries.

CONCLUSION

This is, in short, the problem of railway rates. The tagk of
fixing a reagonable rate i3 at once most delicate and difficult ;
those entrusted with the task of rate-making can do no hetter than
make tentative experiments, each step being a milestone in the
progresgive realisntion of maximum satisfaction. We have stated
the problem, analysed the nature of the difficulties and noted the

1. Section 58 of the Railway Act 1921.
2. Section 58 of the Railway Act 1921,
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experience gathered by England and America in this direction,
This experience, doubtless, offers a valuable aid to rates authorities
and tribunals, but their task is noless delicate and embarrassing
to-day than what it wag a decade ago. Rate-making in a dynamic
society, presents new problems of ever increasing complexity,
Categorical generalisations are impracticable. To repeat, there
cannob be any one rate said to be fair in all caseg and at all timeg ;
it varies in different cages and at different times. Lach case hag
to be studied separately, and both the cost and the value principles
have to be continually horne in mind.



CHAPTER II
CoTTON
RAW COTTON EXPORTS

The important role of railway rates in the development of
eotton industry hardly needs an emphasis, With the development
of cotton mill industry in India on the one hand and the rapidly
rising importd of cotton fabries on the other, the necesgity of suitable
rates to foster the growth of the indigenons industry has acquired
an added force. The scope of the stady then fallg into two broad
divisiong, raw cotton and manufacinres.

CLASSIFICATION OF COTTON IN RAILWAY TARIFFS

Raw cotton for transport by rail, hag been sub-divided into cotton
full-presged, half-pressed and loose. Taking up cotton {ull-pressed,
we find that in the General Classification of Goods, it is clagsified ag
4th, class R.R. Thig, however, is subject to exceptions on different
railways to suit their peculiarities of working. The B.B. & C.L
Railway hag adopted the general clagsification subjeet to the
restriction that when cotton, full-pressed, is booked from certain
stations to Bombay (B. P. T\ Rly.) it i3 charged 2 pies per maund
legy than the ordinary rates. But, on the T.V. Railway, cotton, full-
pressed, ig classified ag 6th. clags O.R. On the E.I. Railway general
clagsification hag been adopted subject to the conditions that when
cotton, full-pressed, is booked at O. R. from E. I. Railway stations
and via to Howrah, it is charged 6 pies less than the 4th. class rate,
In the G.I.P. Railway Tariiffs we find that cotton is charged
C. gchedule rate®. (. Schedule rate is 1 pie per maund per mile,
for any distance, exclugive of terminal and short distance charges.
The N. W, Railway has adopted the 4th. clags rate for full-pressed
cobton, but when hooled to Karachi at O, R. 6 pies per maund less
than the R. R. rates are charged.,

1. The Tariff runs: “Over the (. I P. Section this rate supercedes the
general classification, class 4 rate... When cotton, full-pressed, is
booked at O. R. charges will be made over the G. I. P. section 6 pies
lower per maund than ab the ! schelule rate, except where lower
station«to-station rate is quoted.”
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Cotton (raw), half-pressed ig placed in 6th. class R. R. in the
General Clagsification. On the B. B. & C, I. Railway it is classed
8th. clags 0.R. The G. I P. Railway charges it 9th. class R. R.
The E.I 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 Clasgification, but B. B. & C. I. and G. I. P. Railways
charge 9th. clags R. R. In the diseussion that follows we propose
to concentrate our attertion on full-pressed cotton and the railway
freight charged thereon.

The classification of full-pressed cotton, analysed in the pre-
ceding paragraph, wag adopled in the year 1922 and hag been
continued unchanged since then. We have noted in the preceding
paragraph that the classification of the G. I . Railway is higher
than that of the other railways. "This comnes as an apparent snrprise
to the student of railway economics. The G, I. I’. Railway was the
first line constructed to open out the cotton tractg of the eonntry by
linking them with the port of Bombay, and to-day it is one of the
premier railway lines of the country, owned and ipanaged by the
State. Railroad industry is sulject 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 efficiently and economi-
cally 5 they must be able to provide better and more prompt service
to the shippers. In thig respect the G.LDP. Railway has obvions
advantages, Ddut it ig unfortunate that this line which hauls the
greatest tonnage of cotton should charge higher rates than it
confrere. Doubtless, for carrying cotton from C.J%., Berar and
Khandesh to Bombay, the (LLDT. Railway has to traverse Ghats,
which raiges the cost of haulage slightly, but it should be the aim of
railway authorities to combat the physical difficulties, overcome
the disadvantages by scientific improvements and efficient operation
of the lines, The action of the Railway Board in anthorising a
higher sgeale of rates on thid line cannot be justified. A railroad to
be efficient must be able to quote lower rates and carry maximum
amount of traffic. Efficlency and lower rates help inter se.
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 ratio help the railways
in developing traffic and tapping new sources which further help to
lower the operating ratio. The G.LD. Railway which had the
good fortune of tapping the most fertile tracts should not have
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glept over in lethargy, thinking that traffic will come ; per contra,
it should have tried to devclop its cotton tracts. This step-motherly
attitude is being more resented now that the G.I.P. is owned and
managed by the State. It is now supposed to be worked by the
State for the benefit of the country and not for profits,. We shall
therefore, proceed to examine the rates charged on colton on this
line and their effects on the development of the industry. It shall
Ire our purpose to examine the current rates and thereafter institute
a comparigon with the post-war rates, and indicate their incidence
on the traffic. Then we shall examine the assumption on which
the higher mmaxima have been authorised and point out the
justification for their continuance in the future or otherwise,

IMPORTANCE OF DIFFERENT RAILWAYS A8 CARRIERS
OF RAW COTTON

Before proceeding with our discussion it would be interesting
to study the relative importance of different railways as carriers of
raw cotton Dbecange this would help us in our examination of
freights charged by individual lines and their effects on the
development of industry and trade. The statement in appendix I
ghows the tonmage of raw cotton carried on more importang
railways and the earnings derived therefrom as well as the total
traflic shipped on all the railways and the earnings thereof. This
table is of interest to wg for more than one reason. In the first
place it precisely sums up the importance of raw cotton traffic in
the working of our railways. The lagt colnmn indicates 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. The increagse in earnings in 1929-30 is more remarkable
when we take into account the recent acute indusirial depression,
slump in prices and political discontent in the country, Secondly,
it will be seen that as carriers of raw colton the G. I. P, the B. B,
& C. L, 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 114 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 thig
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country, We shall confine our discusgion on Lhe raleg charged by
thesge three railways, only.

RATE3 ON THE G. I. P. RAILWAY,

To resume our discussion of the freights on the G. 1. P. Rail-
way, we find that a number of speeial station-to-station rates are
quoted for traffic to Bombay, Thesge rateg are generally lower than
the class rates and facilitate the export of raw cotton. The prices
which the Indian cotion grower fetches for hig crop, are determined
by world competition particularly because a fairly good portion
of hig crop is meant for export. Needless to say then, that the
lower rates quoted by the raitways help the agriculturist ; the cost
of transport forms part of the cost of produciion and has to be
shouldered by the producer. The following are a few station-to-
station rates quoted by the @. I. P. Railway for cotton bocked to
Bombay from the gtations mentioned thevein :—

Rates for Cotton {raw), full-pressed, from the undermentioned
Stations to Bombay for the year 1952.

Dis- . Rates™ per Dis- , Rates* per
tance. Rintion. maund. tance, Station. mmun£

Rs. a, p Rs. a. p.
23¢  Kurdwadi 1 40 341 EKhamgaon 11211
400  Yadguri 149 886  Murtijapur 20 8
443 Raichur 1 0 5(RE) 441 Dbamoangaon 2 0 8
218  Ahmednsgar 1 2 & 4583  Pulgaon 1151
178 Nandgaon 015 4 433  Hinganghat 201
204  Chalisgaon 116 358  Khandwa 170
230  Dhulia 1 2 6R.R) 417 Harda 11211
232  Pachora 1 310 616  Jubbulpore 113 6
261 Jalgaon 1 6 3 521 Bhopal 114 10
206  Amalner 1 4 YR.R) 635 TUjjain 187
276  Bhusaval 176 839  Cawnpore 2 3 8
363  Akol 114 9 763  CGwalior 2 8 3
419 Amraoti 2117 838  Agra City 2 8 3
472  Wardha 114 4 868  Muttra 275
520 Nagpur in 5

*These rates are at O, K. except where mentioned otherwise.

To take up the local rates from Chalispaon, Dhulia, Pachora
and Jalgaon. The rate from Chalisgaon is Rs. 1-1-6 for o distance
of 204 miles. It works out at 1 pie per maund per mile, plus
6 pies. Similar are the rateg from Pachora and Jalgaon. But
the rate from Dhulia for a distance of 239 miles is lower, This
i3 a cage of undue preference, and more s0 when one recally
the condition of risk. Again the rates from Nagpur to Bombay
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for a distance of 520 miles iy Ra. 1-11-5, but from Akola for
363 mileg 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 Amracti, Murtijapur, Dhamangaon, Pulgaon and Hingan-
ghat, are higher than the raieg from Nagpur and Wardha. The rate
from Nagpur 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 inclugsive of all other charges. Therefore,
the rates from Murtijapur, Dhamangaon, Pulgaon and Hinganghat
degerve g little more serutiny. From Hinganghat for 493 miles
the rate ig Rs. 2-0-1, but for a smaller distance of 386 miles from
Murtijapur, the rate is Re. 2-0-8. The rate from Murtijapur works
out at 1 pie per maund per mile plus 6 pies. It will thus bo
seen that the rates on the (. I. . Railway are alwaysg higher than
1 pie per maund per mile except where competition has forced
down the rates. Here the competition ig with B. N. Railway which
carried cotton to Howrah.

Mr. Ghose while studying freight on cotton wad eonfronted
with the same anomalies on the &, I. P. Railway in 1917 They
have continued unabated, so that to-day after more than 17 years
we find the same problem hefore us. The problemn has become
more serious now because the rategs have been increaged and the
prices per contra have slipped to the lowest level recorded in the
last three decades. This has increaged the burden on the cultivators,
by increaging the incidence of transport costs. The area under
cultivation would have received a serious sethack but for the
slump in the prices of other commodities. The current prices
gearcely give an adequate return to the cultivators, but their
circumstances in life are 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 eultivator can look with hope.

Having studied the prevailing rates on the G. I, P. Railway
e ghall now ingtitute a comparison between these rates and those
quoted by Mr. 8. C. Ghose, and elucidate thereby the difficulties
under which the cultivators of cotton are working. Itis, however,
necessary to mention at this stage the ambiguity of the rates

1. See Mr, Ghoee, 8. C.—**Monograph on Indian Railway Rates,”pp.215-18,
R4
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quoted by Mr. Ghose. He has given rates on cotton (raw) earried
on different railways and the traflic carried on those lines from
different stations. 'The tonnage given by him, as he mentiong,
is of the year 1911, Dbut the rates quoted are, we think,
of the year 1017, 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 reluctance of the railway
authorities to help us in the matter we sghall accept these rates
for comparative study whenever necessary. Some of the important
cotton degpatching siations on the G. I. P. Railway and the rates
therefrom are given below :—

Ruates to Bombay

Distance.  Station. Bates in 1917.  Rates in 1932, Percentage
R 0. R, increase.

239  Dhulia 011 6 1 28 61-0 per cent.
232  Panchora 015 1 1 310 315
261  Jalgeon 014 7 1 6 3 530
280 Erandol Road 013 6 149 475 »
340 Shegaon 1 411 11210 338 ”
863  Akola 16 2 114 9 387
419  Amraoti 147 217 632
472 Wardha 1 2 § 114 4 647 "»
453 Pulgaon 1 30 11511 680 "
341 Khamgaon 1 411 11E2n 8’2,
308  Malkapur 13 2 110 2 366 ”
353 Khandwa 1 2 8 1 70 2292 ”
520  Nagpur 014 1 111 5 832
493  Hinganghat 102 201 084

The above table shows the rates charged in 1917 and those
charged to-day, with the percentage increage in each came. Ona
review of rateg in 1917 we find that the rates from the cotton
despatching stations in Berar were—as they still are-—relatively
higher than those from the despatching stations in C.P. The
rate from Akola for 363 miles was Rs. 1-6-2 whereas from Nagpur
for 520 miles the rate was Rs. 0-14-1 only, Similarly the rates
from Hinganghat, Amraoti, Pulgaon, Khamgaon, were higher than
that from Nagpur, though the distance was lower and the conditions
of carriage were the same, The railway plea was that the lower
rates for higher distances were necesgitated by the cotpetition
of the B. N. Railway, which joined the G. I. P, Railway at Nagpur,
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and carvied trafic to Howrsh. This wasg a clear cage of undue
preference which needed a gcientific and impartial enquiry by the
Railway Commission ag provided in the Railway Act of 1890 ; but
the enquiry was never undertaken. Under the ostensible plea of
competition, Indian railways, impervioud to public opinion, have
perpetrated many sins of commission and omisgion, and the pregent
cage ig only one of them,

Mr. GHOSE'S CRITICISM OF THE POLICY

Mr. Ghose, the Bpecial Officer with the Railway Board,
opined that the practice was undesirable and that it nceded a
corrective. He adwvocated three -alternative remedial mea sureg i—
(i) either the B. N. Railway should cancel its special rate from
Nagpur, or (ii) the G. 1. P. Railway should raige its rateg from
Nagpur to the same level ag those from the intermediate stations
and loge thereby a part of its traffic, or (iii) it should at least reduce
the rates from all intermediate gtations on the line to the level of
the Nagpur rate. He, however, pave up hig last, and the most
important proposal on the ground that “it ig doubtful whether this
will effect any reduction in the prices of a commodity like cotton
which fetcheg at the despatching stations in Berar Rs. 20 to Ra. 27
per maund, (if there is any reduction in the price at all the loss in
the railway freight will be more than 40 per cent)”.* He, therefore,
advocated the increase of rates on both the G. L. P., and B, N. Railway,
ag an egcape from the impasge,

We submit that the remedy propoged wag far from Deing effica-
ciond. Though it would be idle to deny the fluctuations in the prices
of cotton, it cannot be accepted that the reductions in rates would
not have been properly availed of by the producers and the
congamers. Though the middlemen may speculate, the producers
and consumers preper protect themselves against the vagarieg of
market and unhealthy speculation. The marketing of cotton is
highly organiged and the big exporting firms ag well ag the managing
agents of the eotton mills have their wide stretched network of
ageneies which study the conditions and make purchases on the
gpot, and through the help of hedge coniracts eliminate the
uncertainty of apeculative fluctwations.  'The Japanese exporting
firms, for instance, have a highly efficient marketing organisation

1. Ghose, 8, ('—"Monograph on Indian Railway Rates”, P, 217.
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and it ‘wounld be unfair to deny that they do protect themselves
againgt fluctuations. Begides, the price of Indian cotton being
determined by the American quotation, 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 gubmit, therefore, that the plea
that *a reduction of BRs. 0~-8-1 per mannd will have hardly any
effect,” i3 questionable, and whatever little truth it might have had
then, to-day it is untenable.

In the light of the foregoing discussion if we study a little
further the preceding table we find that there hag been an appreciable
increage in the rates, The percentage increage as shown in the last
column iy very instructive. The railway anthorities, in pursnance
of the suggestions of Mr. Ghose, have raised the rates from those
stationg which enjoyed a relatively lower rate so as to place the
different despatching stations on the same level, apart from the
general increage in the rates, Therefore, we find that the increase
in rates from Hinganghat, Nagpur, Wardha and Amraoti has
been 98-4, 83-2, and 64-7 per cent. respectively. Similarly, the
rateg from Dhulia, Jalgpon, Amraoti and Pulgaon have been raised
by more than 60 per cent. Apart from thege high increases we find
that the general increase in rates hag 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 Deen increased varying from
about 30 per cent. to 98 per cent.; they are excessive and anomalous,

1t ig a relief to note that the G. I. P. Railway authorities have
taken amore reagonable attitude, have modified their policy portrayed
above, and in regponse to the public opinion reduced in 1934 the
rates from some of the more important cotton growing centres
to Bombay, ag will be geen from the following table 1=

Distance.  Station. R;t;.:ngfr Distance,  Station. R:;i:ijnfe]{r
Rs a. p Re a. p.

239 Dhulia 014 2 341 Ehamgaon 186
261 Jalgaon 1 21 386 Murtijepur 112 8
206 Amnalner 015 5 363 Khandwa 1 3 2
(R.R.) (R.R)

278 Bhusaval 1 35 417 Harda 1 8 3
393 Akola 110 4 521 Bhopal 1 910
419 Amnraoti 115 0 839 Cawnpore 11011
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From the foregoing table it will he geen that the railway
authorities have indeed offered very substantial reduetions and
removed somse of the anomalies referred to in the preceding pages.
For instance, rates from Alkolaand Amraoti which were higher than
that from Nagpur, for a shorter distance, have been reduced. The
rate from Amraoti has been reduced from Re. 2-1-7 to Rs. 1-15-0.
But the anomaloung position in some cases still snbsists. The rate
from Amraoti and Wardha ig still higher than the rate from Nagpur.
Again the reduction of rates from Jalgaon leaving the rates from
Pachora unchanged hng created the anomaly of higher charge for
shorter distance, These are some of the anomalies which can be
easily removed.

RATES oN THE B. B. & C, I. RAILWAY

The B. B. & C.I. Railway, it will be recalled, also hanlg
congiderable tonnage in row cotton, because it passes through some
of the most fertile cotton growing tracts. The table given below
shows the rates of 1917 and those in-operation in 1932.

Rates on Cotton (raw) full-pressed to Bombay.

Distance. Station. Rlaé?,;.'”’ RI'E;F;JH iggﬁ:j?:g
147 Navsari 0 3 11 0 8 7 120%
165 Surat 0 4 6 0 9 6 111%
174 Sanjan 0 4 9 010 0 110%
198 Ankleavar 0 4 9 011 2 136%
202 Broach 0 4 9 011 5 140%
218 Dalej 0 6 2 012 3 99%
227 Miyangam 06 7 012 9 967
334  Ttola 0 6 11 013 1 89
348 Viramgam ¢ 8 10 1 3 0 116%

Ag can be geen from the above table, the increage in rated
hag been on the average more than 100 per cent., and in some cases,
ag from Broach, the increase has been about 140 per 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
ingtance, from Navsari to Bombay in 1914 wag ag. 3-3 per maund
and the rate quoted to-day is as. 8-7 per maund, an increase of
about 164 per 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 wag raiged in 1316 to abouib -32 pie. The rate as
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quoted at pregent from Navsari works outat about <70 pio per
maund per mile. The maximum rate authorised for the 4th,
class i 62 pie per maund per mile to which terminal and other
charges have to e added. It i3 clear, therefore, that the maximum
rate ig being quoted from Navsari, The rate from Broach is still
more interesting. In 1914 the rate wasas. 4-1 per maund or -24
pie per maund per mile. It was raised in 1910 to as. 4-6 or -267
pie per maund per mile and in 1919 to ag. 8~2 or -485 pie per
maund per mile. The rate gquoted at present is as. 11-5 per
maund or 678 pie per mile. Tt follows, therefore, that the B. B, &
C. I Railway has raised its rates on cotlon to the maximum
authorised lmit.

RELATIVE POSITION IN THE PRE-WAR PERIOD.

The percentage increase in the rates over those of 1917 or
1913 bas been higher over the B. B. & C. I. Railway than that
on the G, I. P. Railway. This has been due to the agreement
between the different railwayd to equalige freights. As can be geen
from the foregoing examination the rates over the B.B. & C. I
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. I, Railway rate
from Itola for 231 miles was Rs, 0-6-11. Thus the difference
between the two wag more than double. During and after the
Great War, railways resorted to agreements and combination so that
thoge lines which quoted lower rateg hithereto raised the level of
their rates, 'The B. B. & . 1. Railway, therefore, followed the
game policy and rvaised ity rates twice, in 1916 and 1919, The
changes in rates from some stations were as follows :—

. Rates per Rates per
Station. ma,m{:i. maun%.
(1914) (1919)

Re, a. p. Es & p.

Broach 0 41 0 8 2
Ahmedabad 0 91 012 7
Cawnpore 127 161
Ambala Cantonment 01510 2 5 8
Meerut 1 09 217
Sabaranpur 015 8 11011

In 1922 the rates were again increased and they continue at
the same 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 rige in prices during and after the war, which had substantially
raised the working expenges, the B, B. & (. I. Railway should, as a
matter of justice, have enhanced its rates to maintain its efficiency.
If the pre-war level of rates wag a paying one, there wag no reason
why the B. B. & C. L. Railway should have raised the level of its
rates g0 high as to bring it in linc with that of the G. 1. I. Railway.
Albeit, this increase wag not felt during the boom period when the
prices of cotton were goaring, but to-day the rateg are affecting the
cultivator adversely and need to be immediately reviged. It ig
clear from the foregoing discnssion 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 congervatism in matters of rate making by the
gevere trade depression and the consequent necessity for hetter
efficiency and economy in trensport costs. Railway rates have,
therefore, been substantially reduced ag will be seen from the
following table :(—

Rafes on Cotion full-pressed to Bombay in 1835.

Distance. Station. (g‘“g’ ) Distance Station, ( }%ﬁa}ge)
Rs a p Ra a p.

147 Navsari 07 2 218 Palej 08 0
165 Surat 051 227 Miyangam 010 3
196 Ankleswar 011 2 234 Itols 010 8
202 Broach 0 6 5 348 Viramgam 0 511

These rates, when compared with thoge in operation in 1932,
bring to clear relief the nature of reduction offered. That the
reduction ig 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 digtance, Similar discrep-
ancy can be found when the rate from Navsari is compared with
that from Broach or Viramgam. This needs be removed,

BRATES ON THE N. W. RAILWAY

The rates on the N. W, Railway support the conclugion we
have arrived at. The importance of North Western Railway as 8
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carrier of raw cotton has long been recognised Dbecanse 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
ag the Sukkur Barrage or the Lloyd Barrage, have been constructed,
i bound to grow. The Lloyd Barrage which is situated about
three miles down stream from the Sukkur wag opened by the
Viceroy in Jannary 1932, with canals, channels and distributaries
extending over about 6,211 miles. The Barrage is eslimated to
command an irrigable area of about 7-5 miilion acres.® TUnder
the new scheme the total area under cotton crop is expected to rige
to about 8 lakhs acres. The new area will preferably be devoted
to the cultivation of American cotton, which ig in demand by the
local cotton milly for manufacturing yarn of high counts and ig
largely imported at present. Thercfore, the freights charged by
the N. W. Railway on the trangport of raw cotton for export ag well
ag local consumption will have to stand better public serutiny in
future, The rates, quoted at present {rom some important cotton
despatching stations on the N. W, Railway to Karachi are
given below :—

Rate on cotton { raw ) full-pressed to Karachi for 1932,

Die Swarion.  Bate (0.R) g% Station,  Rate. (O R.)
Rs. 8. P Rs a. p
863 Rohtak 2 8 1 833 Curdaspur 211 0
576 Multan City 113 9 802  Jullundar City 29 6
744  Shahpur 26 5 829  Hoshiarpur 21010
685 Lyallapur Jn. 2 35 806 Ludhisna Jn. 2 9 8
652 Montgomery 21 8 843  Ambala City 211 7
727 Ferozpur City 2 57 83f Hissar Jn, 26 1
788  Gujrat 2 8 6 721 Bargodha Jn, 2 5 3
806 Bialkot In. 2 9 8 653 Gojra Jn. 219
766 Lahore Jn, 270 711 RSangala Hill Jn. 24090
788  Amritsar Jn. 28 9

It will be seen in the above table that the distance over which
cotton has to be carried DLefore it reaches the port of Karachi for
export is greater ag compared with that from cotton tracts on the
G.L P, or B. B. & C. L. Railwayg, 'This obviously increases the

1. “ The caprice of the Indus,” aptly remarked the Director of Agriculture,
“ has governed the country like an absolute despot. For the first
time in the history of Sind the Indus is to be harnessed. In future it
will serve, not rule.”
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incidence of trangport costs on cotton grown in the Punjab. The
Railway line is, however, not to blame for this becauge it is a
geographical disadvantage which is being slowly overcome by
efficient trangport facilities. Railways have rendered admirable
help in overcoming these obstacles of distance, but complete
elimination of distance i3 not feasible in the near future. As for
the freight charge, the N. W. Railway, like other railways, permits
a special concesgion of 6 pies per maund when cotton (raw ) full-
pregsed is booked to Karachi, at owner’s risk, ag previously referred
to. If we work out the rate from Multan city to Karachi for 5i6
mileg it comes to - 62 pie per mannd per mile exclusive of all other
charges. The rate from Gurdaspur to Karachi for 833 miles is
Rs. 2-11-0 which works out at about *62 pie per mile exclusive of
all other charges. The North Wagtern Railway, therefore, charges
almost maximum rates, even for long distance traffic. Thig ig
undesirable. When the State lays down a maxima for certain
clags of rates, the intention of the regulating authority ig that the
actual rateg charged should be Iower than the maximum prescribed
and such as the traffic can rcasonably bear. The discretionary
powers conferred upon the traffic manager are expected to be
exercised in the interesis of the comnmunity ; he should be guided
by enlightened self-interest. Asg the prices of Indian colton arve
determined by the American market, and ag the Indian crop has to
compete in the international market {or gale, it i3 incumbent upon
the railways serving the cotton growing areas to help the producers,
because both the parties profit inter ge. Indian railways, however,
charge maximun rateg authorised Ly 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.
Thig problem has become serious to-day because of the heavy fall
in prices.

CURRENT RATES COMPARED wWITH
THOSE IN 1917,

1t would be interesting to note at this stage the inecrease ir
rates on the N. W, Railway during and after the War. We submit

R—7
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below a table of rated as quoted in 1917 and 1932, and the
percentage increase :—

Digtance, Stationas. Bates in 1917,  Rates in 1932, Percentage
Rs, a. p. Ra. & p. increase,
575 Multan 1 0 9 113 ¢ 751 per cent.
111 Hyderabad 03 7 6 5 9 6093 »
786 Auwmritsar 1 68 2 8 9 76-1 "
684 Lyallpur 1389 2 3 5 8297 1
721 Sargodba 1 49 2 5 3 795 ”
898 Saharanpur 1 65 210 0 87-32 "
847 Ambala 1 61 211 7 97435 "
802 Jullunder 1 610 2 9 5 814 '
55 Lahore 150 2706 793 .
711 Sangla Hill 1 4 9 24 9 771 "
653 Gojra 1 211 21 9 784 33

The increage in rateg, as can be seen from the table, hag been on
the averageg about 80 por cent. No doubt this hag been a very
heavy increage. 1t could be justified doring the boom period, but in
normal times, not to talk of the present trade slump and catastrophic
fall in prices, it is questionable. The maxima as prescribed by the
Government were based in view of the then existing price level and
the necessity for rvehabilitating the railway system which was
starved during the war. Besideg, it was the upper limit to be
reached only in times of need and not a normal feature of the
policy.

Irom the foregoing digeussion it follows that the rates before
the War were lower on the B. B. & C. I. Railway ag compared with
the rates of the N, W. and G. 1. P. Railways, but the combination
amongst the railways after the outbreak of the War, and the 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. The increase in rates were stabilized at a higher
level in 1922, and comtinue to this day. The rates charged are
almost the maximum authorised. 'The Policy pursued necds &
radical revision on national lines.

The railway freight on cotton hag been examined and the
necegsity of its revision stressed. We have reserved the discussion
of rates on the cotton, both indigenous and imported, congumed by
the cotton mills within the country, to which we shall presently
turn our attention. The study of Indian cotton industry hasg for
convenience been gubdivided into two broad divisions, raw cotton
and 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 digcussion has been centred mainly on the marketing
of raw cotton in general, and in the pages that follow we shall
gtudy the mill industry. In this study, howover, we shall
concentrate our attention on the railway freights charged to and
from some important mill centred on their raw materials and
finished products, and then compare the rates charged on competitive
imports. Olviously, therefore, we shall endeavour to indicate the
nature of rateg charged on internal produciion as well ag imports,
and the advantage, if any, possessed by the latter over the former.
Wherever possible, we shall campare the current railway rates with
the pre-war ones and show the change.

Bompay CoTTON MILLS

The study of the organisation of Indian cotton mill industry
ghowsd the predominance of Bombay centre in the localisation of
cotton mills, though of late the position is being seriously questioned.
Growing importance of the igsland of Bombay as stronghold of
cotton mill industry in India and the subsequent diversion to other
internal centres is of special interest to the student of transport
economies because it admirably explaing, inter alia, the importance
of transport facilities in determining the loealisation of an industry.
Its viciniby to the port of Bombay is an asset as well ag a liability,
as we shall presently see. This liability eoupled with the less
favourable geographical position has aggravated the intensity of the
depresgion. 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 rateg are important on
raw cotton carried from the internal centres of production and
on the transport of finished goods for consumption in upcountry
centred, Ag for the raw cotton we have already seen that both the
G. L. P.and B. B. & C. I. Railways quote gpecial rates to Bombay.
This appears to be in favour of the Bombay cotton mills,
but the advantage is more apparent than real. Vicinity
to the gources of raw material and power and the market for
the f{inished products are the primary considerations in
determining the localisation of the industry. ‘The advantage
in regpect of raw materials which Bombay cotton industry
onee pogsesded hag been outstripped by the erection of mills in the



52 RAILWAY RATES AND FARES

very heart of the cotton growing areas like Ahmedabad, Sholapur,
ete. Indeed, for the same distance Bombay cotton mills pay lower
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 milld have to pay higher transport charges because of the
greater distance, Nagpur mills, for instance, when purchasing
cotton from Wardha, Hinganghat and Dhamangaon pay as. 4-10,
as. 6-7, and as. 7-2 per maund regpectively by way of freight
charge.  Similarly, when Sholapur milis purchase cotton from
neighbonring cotton growing areas like Bargi town and Pandharpur
they pay only ag. 3-0, and as. 5-4 per maund respectively. The
Bombay mills, per contra, have to pay higher railway freight as can
be geen from the study of rates on raw cotton.

RATES ON PIECE-G00DS FROM BOMBAY

We next tarn to an examination of the rateg charped on piece-
goodd mannfactured by the Bombay millg as well as the imports,
The freights charged from Bombay to npcountry consuming markets
are cheaper per maund per mile than thogse charged from the other
mill centres in the interior of the country. A mere casual glance at
the tariffs of the G. I I, and B. B. C. I. Railways will amply justify
the statement. The G. I. P. Railway quotes more than a hundred
gtation-to-station rates from Bombay to upcountry markets from
which the following have heen extracted i—

Mileage,  Station to.  DOEPE  arg e Statim to,  Lote per

maund. mavnd.
Re. a. p. Ra. a. p.
239  Dhulia 116 Sultanganj 2 911
281  Jalgaon 1 31 476  Hoshangabad 2 1 ¢
206  Amalner 1 0 4 521  Bhopal 115 4
520  Nagpur 11110 646  Lalitpur 2 911
417 Harda 11% 11 702 Jhansi 2 7 0
264  Itarsi 2 07 766  Harpalpur 2 4 7
531  Betul 2 6 2 788  Mahoba 2 2 4
616  Jubbulpore 2 310 821  Banda 2 011
673  Katni 2 2 4 802 Karwi 114 8
734 Satna 115 11 868 Muttra 2 711
746  Jaibwar 1156 3 New Delhi 210 3
806  Bargarh 112 6 838  Agra City 2 8B 5
840  Naini 116 7 839  Cawnpore 2 4 2
Howrsh 1 9 9
Bhagalpur g2 91
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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. Treight from Bombay to Jalgaon
for 261 miles is Re. 1-3-1, and to Amalner for 296 miles it is
Re, 1-0-4. The higher rate for a longor digtance ig justified on the
plea of alternative rate and the competition of the B. B. & C. L
Railway. Rate to Nagpur for 520 miles is Re. 1-11~10, and to
Ttarsi for 464 miles is Ra. 2=0-7. Not only is this rate preferential,
but it adversely affects the interests of the Indian mill industry by
helping the penetration of imports. These vates foster and subsidise
foreign competition to the detriment of indigenous industry. This
anomaly, however, hag now been removed by raising the rate for
Nagpur to Rs. 2-2-11, Rates lower than the class rates, ag quoted
by the G. I. P. Railway from the port, help the imports more than
the Bombay industry proper, hecause, as will be seen later, the
cloth produced by the Bombay mills hes to face the competition of
upcountry millg in the internal centres of consumption, whereas
the imported cloth is generally superior in quality and can bhe des-
patched to the internal centreg from the nearest port. It has been
found by the Tarifl Board that the competition of upcountry mills
with thoge of Bombay hag become very keen in goods of coarger
counts of yvarn and in thig the former have a decided advantage
over the latter'. Hence the Bombay mills are notable 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 the production of Indian mills, ag can be scen from
the preceding table.

Lot us explain this statement in some detail lest we should be
misunderstood. The upcountry mills manufacture piece-goods
primarily of coarser variclieg to supply the general demand of the
people, albeit of late the tendency towards the production of finer
counts ig growing apace. Such mills largely cater for the demand
of neighbouring areas of their mills and it should be noted that in
thege markets they have considerable advantage as compared with
the other mills. Bombay milly, 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 iy concerned. For in-
stance, in a centre like Cawnpore, Bombay milig 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 if is a concession rate— whereag
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 the local mills. Thus, Bombay milly are able to
utilise this concession only to a limited extent. But the Japanege
and Lancashire piece-goods ulilise these freight concessions to the
ntmost, and penetrate into the internal conguming centres from the
nearesgt port. Of these two, the former, with its cheap manufactures
of coarser varietics compotes most effectively with the local millg,
while the latter with relatively high-priced fabrics of superior
guality, escapes the railway trangport costs lightly and advergely
affects the manufactures of finer counts. Tmporters do not stand
in need of these concessions in railway freight and the traffic
wonld come to the railways even if the concession is withdrawn.
Both from the railway and the publie points of view, therefore, such
freight concesgion should cease on the import 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 the effects of pro-
tective fiscal duties, The right course, it may be suggested, would
be to charge clasy rates on piece-goods degpatched from all port
towns becausge the import traffic does not need this concession and
would continue to flow in, and increase the railway receipts
gnbstantially, This will be unpalatable to the Bombay mill owners,
but they shomld rightly seek tariff protection. This would
enable the Indian cotton mills to enjoy the fiscal protection

in fall.

PRrRE-wAR RATES COMPARED

We emphagige at this place the scarcity of the historical
material on the rajlway rateg available to ud, It wounld have been
interasting to know at this point the percentage increage in railway
rates batween 1913 and to-day, for that would have enabled uws to
find out the increase in the incidence of railway freight. However,
we quote balow a few rates from Bombay to upcountry centres, ag
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they were submitted to the Tariff Board by the Bombay Millowners’
Asgociation T :—

-Rates from Bombay

1913 1926
Percentage Peroentage
To O.R, R.R. 0.R increase ILR.  incresse
gince 1916 since 1913
Rs, &op. Rs. a.p. Ra a p. Ra, a p

Delhi —_ 207 210 3 —_ 3 71 72
Amritsar — 212 6 3 8 2 — 410 8 68
Cawnpore —_— 1131 2 4 2 — 215 3 62
Lucknow — 11 9 2 7 3 — 3 31 62
Nagpur —_ 1 01 21110 — 212 4 61
Howrah — 21111 1 9 9 — 412 8 175
Shalimar 110 33 0¢ 1820 41 5 211 73
Madras 014 0 279 223 144 314 6 60
Bangalore — 167 201 —_ 210 6 57

It will be geen from the above table that in the 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 wag removed after the rates were
stabiliged in 1922, and alternative O.R. rates were also guoted.
These O.R. rates, however, avre gencrally higher than the pre-war
R.R. rates. 'When we compare the rate from Bombay to Madrag
which was Re. 0-14-0 O.R. in 1913, and Rs. 2-2-3 to-day, the
increase amounts to abont 144 per cent. This ig indeed a great
handicap to the indigenous mill industry. It has to be noted that
gich a high increase has been effceted in gpite of the alternative gea
route available to Bombay mills. Tt geems that the railways did
not quote a lower rate here because the importers have no interest
in this rate; they direetly import at Madrag. The study of rates
policy fosters the belief that foreipn commercial interest still
dominate the railway policy. The increage in R.B. rates has also
been more than 60 per cent. This wag not felt in the boom period.
But to-day when the mills are 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 alse get the same benefit

1, Vide, Tariff Board, 1927, Evidence Vol. IT, P. 154,
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and the relative position would remain unaffected. Therefore, the
reduction in rates to be helpful to Bombay mills should be prefer-
ential to that over the imported goods. The Bombay Millowners’
Asgsociation urged before the Tariff Board the necessity of preferen-
tial treatment for goods of Indian Manufacture over imported
goods, but the Board did not favour the proposal in view of the
congiderable advantage in matters of railway freight already posse-
gsed by Bombay over the upcountry mills and the insuperable
difficulties in the application of the policy of discrimination®, The
attitude taken up by the Beard is in congonance with the accepted
theory and practice of rate-making. Discrimination in rate-making
ig desirable. Nay, it is a cardinal feature of modern pra-ctice.

But diserimination between one shipper and another on a hasis
purely of difference in nationaly is pernicious. 1t is apt to create
complications in the commercial policy. Further, from what
follows it will be evident that Bombay cotton mills possess fairly
good advantage over uncountry mills in regpect of railway freight
on imported raw materials and the marketing of finished products.
This trangport advantage of the Bombay millg is, however, heing
gradually neutralised by the improvement in the guality of the
output of wupcountry mills. DBumbay cotton mills have an
additional handicap because their cost of production is relatively
higher due to higher wages, reutal, taxeg, managing ageney charges,
etc. Complete rationalisation of the industry, right from the
purchagse of raw cotton to the marketing of {inished products is
esgential for its survival after the veil of figzcal protection 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 the
cotton growing tractd of Gujarat and Kathiawar, it has a distinct
advantage in respect of the most important raw material, cotton,
Besidesg, 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
gived exceedingly fine results. In this respect Ahmedabad
posgesses greater advantages in procuring cotton of superior quality

1. Vide, Report, Para 103,
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to any other npcountry centre, Thig has proved a great boon to
the Ahmedabad ecotton mills becauge the cost of raw material ig
the largest gingle item in the cost of manufacture of cotton goods®,
Asd regardd the markets, the finighed products of the millg can be
conveniently distributed in Gujarat, Kathiawar, the Punjab, the
United Provinees, Bengal, Madrag, the Central Provinces, and
several other centres according to the seasonal demand and market
conditions. The drawbacks, however, from which the Ahmedabad
mills guffer are in respect of railway freight on coal and stores®.
We ghall, therefore, now pass on to the discussion of railway
freight.

In our digeussion of railway rateg in relation to the Ahmedabad
cotton mill industry we propose to centre our attention on the
rates on cotton and finigshed products mainly, and only a passing
referonce will be made to rates on other raw materials. The
reagons for regorting to this course are obvicus. Railway freight
on coal, which is the second most important raw material, will be
discnssed in a separate chapter dealing with the development of
coal industry in relation to railway freights. The freight on
mill gtores will be discugged in the pregent chapter, but it should
be noted that this is relatively of only secondary importance
becauge it affects the cost of production of cotton mills to a very
limited extent, Nevertheless, in the modern organigation of tho
industry and the keen competition which pervades the entire
gystem every item of expenditure is of great concern both for the
producer and the consumer, Thig is especially true of the Indian
cotton mill industry, becanse they are struggling for their very
existence to-day, threatened by foreign competition.

RATES oN Raw CoTTON

It will be recalled that Ahmedabad mills are situated in the
midst of the cotton growing districts of Gujarat and Kathiawar,
and therefors, cotton is carried from stations like Surat, Broach,
Kadi, Viramgam, Wadhwan, ete., to the mills. In addition, cotton
is brought from the Punjaly, Madrasand ofher cotton growing dis-
tricts according to the requirements of the millg concerned. Foreign
cotton is alse imported to a limited extent, for manwufacturing

1. Vide, Report of the Textile Tariff Board,
92, Vide the written statement of Ahmedabad Millowners’ Assoclation
Tariff Board, Vol. II, P. 3980,



58 RAILWAY RATES AND FARES

yarn of higher counts. The imports of forcign cotton,
however, have agsumed grealer importance since the last few
vearg which shows that the tendency of the mills in Bombay and
Ahmedabad to produce cloth of superior quality hag reccived a
marked gtimulus since the year 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 made the best use
of thig opportunity. It is clear from the foregoing facts that the
growth of Ahmedabad mill industry is closely linked up with the
rates quoted on cotton from different centres.

Before procceding further it shonld be noted that mills have
to bring cotton from diiferent cenfres streteched far and wide
within the country and also impert foreign eotton becouse of the
wide differcnce in the qnality of cotton produced in the country
and its general low standard. It is hardly mnecessary to
emphasigse that unlike jute, which is localised, coiton is a erop
which is cultivated in alost all the provinces, But Indian cotfon
is mainly of short slaple, excepting the Cambodian, the Punjab-
American and Broach cotton. It would be of interest to note the
character and the quality of the diffcrent 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 iz used
for 28's warp and 86's weft, and is chiefly consumed in Indian
mills, The Punjab-American is silky and bluish white and ig nsed
for 20's to 22's warp. This cotton i3 extensively purchashed by the
Ahmedabad mills and Japan. Broach cotton is of twokindg, Broach
common and Surti-Broach. They are lLoth silky, clean and very
white in colour, but whereas the fermer has rather big stains, the
latter has very few. Broach ig used for 18's—20's weft yarn and i
bought by Ahmedabad mills and Japan. Bombay mills use this
cotton occasionally. Surti-Broach is used for 20's—22's and alse for
30's warp and 40's weit. This is chiefly purchased by Ahmedabad
gnd Bombay mills; it is also exported. The quality of other
varieties will be discusged later while studying other upcountry
mills,

The foregoing explaing the necessity of importing cotton into
Abmedabad from different centers within the country and of the
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imports from foreign markets. Ahmedabad millg concentrate
largely in the production of higher counts; they specialise in
dhoties, which are gold throughout the eountry, especially in the
Calcutta market. Dhotics of Ahmedabad mills are the best amongst
those made in Indiaand fetch higher prices. Itisneedlessiomention
that these dhoties compete successfully with the imports. Other
varicties of superior cotton cloth are also mannfactnred and for all
these Ugenda, Egyptian and American cotton i3 imported in addition
to the Indian varieties. The railway freight on Broach-Surat
cotton ig relatively favourable hecause the mills are situated in the
vicinity of cotton growing tracts. The freights on other varieticy
are more important of which a fow are portrayed below :—

Rales per maund to Ahmedabad

From Rate From Rate

Re. a, p. Ra, a p.
Rohtak 115 2  Gurdaspur 21 &
Ambala 2 5 5  Fialket Jn. 21211
Hoshiarpur 2 8 0  Montgomary 211 2
Jullundar City 2 611 Lyallpur 213 0
Ludhiana Jn. 2 5 0  Multan City 3 065
Ferozpur City 2 5 8  Gujarat 212 0
Lahore Jn. 2 5 1  Gujranwalla 210 7
Amritsar Jn, 2 9 1  Bhabpur City 3 2 ¢

The first point brought out by the ahove table ig the relative
high level of rates charged. While discussing the rates on raw
cotton it hag already been referred to that the increase in rates since
the Great War hag heen appreciable and in 1922 when the classifica-
tion was revised the rates were fixed at a still higher level in
consenance with the boom prices which had reached to un-
precedented heights, We further pointed out that whatever justifi-
cation the rates might have had then, their incidence hag now
beecome unduly high. The ability of a commodity to bear the
transport charge depends, inter alia, upon the market price it fetches
and therefore the policy of charging to-day the same freight rate
which wad fixed during the boom period can hardly be justified
when the price level ig taken into congideration. Secondly, ag can
be seen from the preceding table, the incidence of rates charged on
Indian industries is higher than that on the importers, It will be
recalled that the rates on raw cotton moving to the ports is lower
by 6 pies per maund when booked at Q. R., but the internal traffic
ig denied this facility., DBesideg, the consignments travelling over
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more than one line do not get the advantage of the telescopie
schedule on the total distance traversed. Railways, in their rate-
making follow an individualistic policy and like to be treated ag
geparate entities, This is quite clear from the rates quoted above.
We notice that both the railways charge the traffic irrespective of
the total distance travelled. Here of courge the result of this
individualistic policy ig not go serious because the rates quoted are
not telescopie, bt it has to be noted that due to this vicious policy
both the trade in raw cotton ag well ad the cotton mill industry is
geriously handicapped. Further, the rates charged are almost the
maximum anthorised 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 should quote felescopic rates
for long distance traffic and caleulate the rates on the iotal distance
traversed by the consignment. Lower telescopic rateg should he
quoted on raw cotton, both for export and for international
consumption.

RATES ON MILL STORES

Ahmedabad mills have to get their stores fromn Bombay and in
thig the local mills at Bombay have a decided advantage over the
upecountry mills, becanse 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 ag quoted in the
year 1913 i—

Rates per maund

1913, 1932,

R & p Ra, &

Tallow 6 8 & 013 3
Faripa O 8 6 0 61
Epanm salt 0 8 b 08 9
Maohinery 0 8 & 0 8 9
Lubricating oils 0 ¢ 3 012 3
Sago Flour 08 6 0 61
Dyes 013 4 012 3
Soda 0 510

These rates appear to be reasonable except in the cage of tallow
and lubricating oil where the increage hag been about 58 and 32p.c.
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regpectively. It is hoped that the B. B. & C. I. Railway authorities
will rednce the rates in the above two cases as well, 80 as to
bring them on a level egual to, if not lower than. the pre-war level.
The finished goods of the Ahmedabad mills are consumed in
Gujarat, but a greater part of the total output is despatched to
important towns throughont India. Ag the consuming markets are
mostly at a sreat distance from the mills the freight charged by the
railways comeg to play a 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 gome cages ghuts out the market totally while in others
it imnposes a heavy tax upon the industry. Thig foreign competition
assumes seriouns forms in port towns and in markets in the vicinity
of ports. Besides, ilie importers have an advantage over the internal
producers in ag much ag they are ablo to despatch their goods to the
upcountry consuming markets from the nearest port. Apart from
the tariff barvicrs in the form of import duties with which we are
not concerned for the present the importers have an advantage in
marketing their produce over the internal centreg.  This statement
will be amply explained when we study different internal mill
eantres. Begides, lowoer rates quoted from the porte due to railway
and port competition act as a sort of subsidy to the imported goods.
“Cost of transport,” informs the Secretary of Ahmedabad
Millowners’ Association, * makes cotton manufactures of Ahmeda-
bad dear, particnlarly in distant marlets, like Caleutta, Cawnpore,
Delhi, Madrag, Bezwada, ete. Heavy freight to be paid on coal,
cotton, yarn and piece-goods certainly makes our articles unduly
dear in distant markets.” The disadvantages under which tho
Ahmedabad mills suffer 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 blame. But the railway authorities
cannot shirk the regponsibility of the rates they guote. Ahmedabad,
unlike Bombay, ig so sitnated that it has to depend entirely upen
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 pelicy of undiluted
commercialism, Indian railways, even when State owned and State
1. The reply sent by the Abmedabad Millowners’ Association to our
enquiries,
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managed, quote very low rates at the competitive points and recoup
their logs by raising their rates from the non-competitive centres,
to the clear detriment of the national industries. The most obvious
defence put forward by the railways in support of their policy i
that they are forced to lower the normal rates at the competitive
points in order to attract the traffic which would otherwige have
gone by the alternative route and completely lost to the railways.
This competitive trafie, it 18 contended, after meeting the supple-
mentary cosis leaves a residue which is utilised in reducing the rates
from the inicrnal or non-competitive centres.  This plea un-
doubtedly has some justification, but understood with the nature and
characieristics of the railway industry in general and the peculiar
development of the Indian railways in particular this argument ig
short of its apparent justification. Railroad industry ig a vast
national enterprige caleulated to foster the development of the
country by providing cfficient and cconomic transport gervices to its
nationals. If the competitive tendency inherent in the railway
industry hag been regulated in America and in England so ag to give
better service to the trade and industry of the country the neceggity
is much more pressing in India where the Indian tax-payer has
ghouldered 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
ingtances. Ahmedabad 1mills gend their goods to {ollowing
important markets ;—

Rates for Colton gicce-goods from Ahmedadad to :—

Rate (O, R.) Rate (0. R)

Rs. a p. Ra a. p.
Bombay 1145 Agen 113 2
Cawnpore 114 ¢ Madras 35 2
Lucknow 2 011 Amritsar 29 2
Lahore 2 8 4 Howrsh 2 4 0
Delhi 115 2 Nagpur 2 610

In Caleutta, where Ahmedabad mills gend their picce-goods,
egpecially dhoties, they are at a clear disadvaniage 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 trangport costs which raises the cost of production and restriets
their competitive capacity, Undoubledly, to some extent, thig
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reatriction due to the cost of railway transport ig unavoidable, being
the result of geographical 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 guoted because of the alternative routes available
for consignment booked to Howrah. The traflic to Howrah can be
routed via Agra East Bank, Amalner and Naini, Ujjain and Naini,
and Ujjain and Kanti Marwara, These three alternative routes
have forced down the rate from Ahmedabad to Howrah which
would otherwise have been decidedly higher. This fact hay to bo
admitted when we take up another rate from Ahmedabad to
Amritsar which is Rs. 2-9-2 for a distance of 802 miles. Sea route
via Gujarat ports and Bombay port can also be utiliged 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 upcountry markets like Cawnpore,
we find that Ahmedabad mills are better placed than their loreign
competitors becanse 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 for piece-goods from Ahmedabad to :—

Rates in 1913, Rates in 1934 Increase per cents
(O.R) (O.R.)
Rs. a. p Rs. a. p.
Bombay 011 1(R.R.) 1165 51 per cent,
Cawnpore 1 7 0 114 0 30 per oent.
Liahore 21 3 2 8 4 21 per cent.
Delhi 1 40 113 2 46 per cent.
Agra 1 4 0 113 2 46 per cent,
Amritsar 2 111 2 9 2 21 per ccnt.

It will be seen that the increase in some cages hag been very
great,  The rate to Bombay on picee-goods booked from Ahmedabad
wad a4, 11-1 at R.R., and to-day the rate is Rg. 1-1-5 per maund at
(O.R. The increage ag shown in the above table is further raiged
when we take into consideration the difference in rigk. It ig
hardly necesgary 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 nnremunecrative level and hence it i not surpriging to learn
that the millownerg in Ahmedabad are looking with grave concern
towardd the high level of freight charge which impedeg their
progress. It i3 sometimes argued that railway freight, even if
reduced, would bLe so slight that the selling prices would remain
unaffeeted. This argument i3 unquestionable; prices Dbeing
determined by the imports a glight reduction 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 argument ig,
however, true only over short periods; in the long run the
community will be amply rewarded. The reduction in the rateg
will be utilised in the initial stages by the industrialists ; they will
be better able to stand the foreign competition. This wil result in
increased production and lower cost per unit and the general
progperity of trade and industry. The industrial competiiion will
filter down the fruits to the consumerg in the long run. Internal
industries have better clain for lower rates to port towns where
foreign competitors have their stronghold.

SHOLAPULR COTTON MILLS

Sholapur ig another important centre of cotton mill industry.
Being situated in the wvicinity of the cotton growing tracts,
the mills have an advantage in respect of raw cotton and the
nature of their production seems to have been regulated by thig
most important raw material. The Sholapur mills specialise in
“cheeks” and coloured goods. Cheap labour, low rents and ample
water supply further help the mills in lowering their cost of
production. Bui notwithstanding its ad vantageons location, railroad
transport plays an important part and therefore the freight charged
needd a critical analyeis,

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 sghall
have to discusy this question in a separate chapter but it should
be mentioned here that the railways have lowered raies on coal from
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time to time though the poliey pursued hag been too conscrvative
and the reduction inadequate. Halting and half-hearted maagures
have been the sine qua non of the Indian railway policy in general.
Apart from this, the rates on cotton booked to the mills have
been frequently complained of. We shall, therefore, examine the
rates on raw cotton and mill stores in the present chapter, The
rates on cotton (raw) full-pressed hooked to Shelapur have been ag
followst :—

From, Rate. Rate. Rate. Rate. Rate.

1927 1928 1929 193¢ 1931-32
Jalna 114 4 114 4 114 4 1 4 5 1L 00
Parbani 1156 1 1156 1 115 1 1 00 1 0 ¢
Purna 113 6 113 6 113 6 1 0 90 1 0 0
Basmatnagar 11410 114 10 114 10 1 90 1 0 ¢
Dharmabad 1 9 6 1 9 6 1 9 6 1 0 0 1 0 ¢
Umari 11010 110 10 110 10 1 0 06 1 0 0
Sailu 2 011 2 01 2 011 1 ¢ 0 1 0 ¢
Pandharpur —_ — — — 0 5 4
Barsi Town 0 3 0 0 0 3 0 0 3 0 03 0
Latur 0 8 6 8 0 0 80 -0 80 0 38 ¢
Nanded 112 7 112 112 7 1 0 1 00
Bombay — — — - 1 81

It will be geen that 'the Railway authoritics have removed
anomalies and reduced the rateg so that the mills have now been
placed in o better position in respect of raw cotton. 'Thig action of
the authorities is commendable, In face of these reductions
the continuance of the rate from DBombay to Sholapur at
Rs. 1-8-1 is ridiculous and it iy hoped that this will also be
goon reduced because it violates the differential eclause. The
aforesaid reductions arve due mainly to the reductions of the N. W.
Railway, though the G. I. P, Railway has also reduced its share Lo
Rs. 0-4-7, in cage of the traffic booked to Sholapur via Wadi. On
the whole, however, the Sholapur mills have more equitable rates
on raw cotton.

1. We are indebted to Messrs. Morarjee Gokuldas, the Managing Agents
of “the Sholapur Spinning and Weaving Mills”, for having supplied uy
the information,

R—9
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MILL STORES

The Sholapur mills, ag previously referred to, get their stores
from Bombay and the freight charged per maund is submitted
below :—

1927 1928 1929 1930 1931-32
SBulphide 01011 01011 01011 010 11 010 I1
Tallow 01011 01011 U101 01011 010 11
Farina 01011 01011 010 11 01011 01011
Epaom salt 015 7 01 7 010 11 01011 010 11
Muchinery 01011 010 11 01011 010 11 010 I1
Lubg. Oils 010 11 010 11 01011 010 11 010 11
Sago Flour 01011 01011 01011 0101 g 10 11

Drume Dyes 015 7 01 7 015 7 016 7 010 11

Ag can be seen from the table all the different kinds of stores
are treated on the same fooling and quoted equal rates, 'This ig
indeed anomalous. It wonld be interesting to examine thege rated
in detail. The rateg in 1927 show that Sulphide, Tallow, Farina,
Machinery, ILubricating oils and Sago Flour were quoted cqual
rates of Re. 0-10=11 per maund, while dyeg and Epsom Salt were
charged higher rate of Rs. 0-15-7. 'To class dyes and Kpsom salt
together is anomalous. Besides the policy of charging higher rates
on Epsom salt than on Tallow ig questionable. The difference in
value of dyes and Epsom salt is congiderable and therefore, the
rated charged should differ.  In short, it is neccssary that the rateg
should be revised.

RATES TO ABHMEDABAD AND SHOLAPUR COMPARED
Turther, the rates are absolutely high. This will be evident
when we compare the rates charged on different varictics of mill
stores from Bombay to Shelapur on the G. 1. P. Railway and from
Bombay to Ahmedabad on the B. B. & C. I. Railway.

Rates per maund
To Sholapusr To Ahmedabad

(283 miles,) (808 miles.)
Re a p. Rs. a p.

Tallow 01011 013 8
Farina 010 11 0 6 1
Epsom salt 01011 ¢ 8 9
Machinery 01011 0 8 ¢
Lubg. oils 010 11 012 38
Sago Flour 010 11 0 6 1
Dyes 01011 012 3
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It i3 clear from the ebove table that the rates om the G. I. P.
Railway for certain articles are higher than on the B.B. & C. L.
Railway even though the distance to be traversed is less, We have
already seen that the B. B. & C. I. Railway hag raised the rates on
tallow and lubricating oil considerably over the pre-war level
and that they should be reduced. Excepting on a few articles, the
G. L. P. Railway is charging very high rates. ¥arina, for instance,
is charged Rg. 0~6-1 in wagon loads on the B. B, & C. 1. Railway
whereag the G. I. P. Railway charges for lower distance Rs.
0-10-11. Similar i the cage with Sago Flour. Undoubtedly the
(. L. P, hos to carry the traflic over the Ghats, hut this does not
justify such o diiference and the rates need to he reduced especially
on Farina, Kpsom galt, Machinery and Sago Flour. 'The Sholapur
mills are thevefore at a relative disadvantage in respect of mill
stores supplies, not only in relation to Bombay but algo with
Ahmedabad.

RATES 0N PIECE-GOODS FROM SHOLAPUR

Sholapur mills send their finished goods, among others, to
the following important contres :(—

Distance. Name of Centre. Rute per maund.

Rs. a. p.

283 Bombay 1 81
1,323 Caleutta 3 11
1,058 Dethi 310
1,346 Amritsar 315 7
041 Cawnpore 3 8 6
884 Apra 3 8 4

TBesides these, Sholapur mille send their goods to other markets
like Bangalore, Madrag, I’oona, Latur, Pandharpur, Ajmer, ete. In
Madrag, Sholapur cloth hag to compete not merely with the
imported cloth but also with loeal produce. In this market
Sholapur mills cannot sell certain varietics of piece-goods with
prefit becauge of the transport costs. This iy indeed unaveidable.
Local mills at Madras algo specialise in * Checks” and similar
varieties and therefore, it is but natural that they should have
advantage in local market against the distant competitors. In fact
the competition between the Madras and Sholapur milly and the
foreign imports has increased considerably and the cost of transport
ig attracting greater attention of the industrialists.
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Sholapur milly gell their finished goodg £, o. r. Sholapur, and
therefore, the railway freight has to be paid by the gelling agents.
This selling arrangement has given rise to certain misgivings about
the freight position. The Railway authoritics have frequently
waved the claim for redunction in rates on the plea that Sholapur
millg, because of the several advantages they possess, are able to
produce gonds cheaply and they sell their goods f, o, r, mill site,
The gelling agents or the middlemen can afford to bear higher
freight.® This ig a very popular fallacy, and one wonders to see
this fallacioug reasoning being advanced by the railway authorities,
They argue that the mills at Sholapur sell cloth £, o. r. Sholapur,
the middleman can afford to buy at Sholapur, rail to Bombay at
our * ('’ schedule and sell in Bombay cheaper, weight for weight,
than cloth made in Bombay. Since that is the case, it is apparent
that onr * ¢’ schedule ig not greater than the iraffic can bear. In the
first place, the Sholapur mills compete in Bombay market not merely
with the loeal produce but primarily with the foreign imports.
Granting that the cost of production of the Sholapur milly 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 plready seen that the ‘ ¢’ schedule rates, which the G.LP.
Railway charges on piece-goods booked from the internal centres of
production, are relatively unfair when compared with the lower rates
charged from the port town. To an industrialist relative level of
rates ig of greater concern than the absolute one and more go when
the competitor is gtronger. The policy of charging higher rateg
from Sholapur than from Bombay can scarcely have any justifica-
tion. The defence of higher transport eharge on the plea of lower
cogt of production of the industry is obviously one of taxation, If
the Sholapur mills produce at a lower cost they will gell at a lower
price due to industrial competition and 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 traffic 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, Case No, XVI, Pleading, P. 6.
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important upcountry markets. The Sholapur mills specialise in
the production of certain cloth well snited 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 rvepresentation to the Railway Rates
Advisory Committee agninst the unrcasonableness of rates. The
complaint in both the cases® was that the railway freight on yarn
and piece-goods degpatched from Sholapur to Delhi and Amritsar
wag heavier relatively to distance than the freight from Bombay
and Madras and that undne preference wag being shown
thereby to Bombay and Madras againgt Sholapur, canging prejudice
to the cotton mills in Sholapur and to the cloth merchants of Delhi
and Amritsar dealing in  Sholapur goods. The prevailing
rates were :—

From To Divtance Rate per mannd.

{miles) BRs e p-
Sholapur Amritsar 4,346 4 6 2
Bombay . 1,245 3 8 2
Madraa » 1,857 4 4 8
Sholapur Delhi 1,058 4 07
Bombay 1 957 210 3
Madras ' 1,568 4 0 0

The applicanty contended that high railway freight charged
from Sholapur restricted the sales in competitive markets because
there iy no material difference in price quotations of various milly,
f. 0. r. mill gite. Desides, from their business experience they
found that the consumers in Northern India preferred to purchase
the goods of Sholapur mills when the prices of similar competing
goods were equal. DBecause of the higher freight from Sholapur,
cloth merchants in the upcouniry markets were forced to mako
their purchases at Bombay.

The G. 1. P. Railway contended, per contra, that they were
charging maximum rates except when forced by competition,
They said that there are competitive routed from all the three
centres—Madrag, Bombay and Sholapur—to Amritsar and Delhi,
and therefore the rates were adjusted acecordingly. Lower rates
were quoted becange of the aliernative sea-cum-rail route and
neutralised the geographical advantage of Sholapur being near the
market. They further argued that the reduced rateg from Madras

1. Vide, Case No. XIV and X VT,
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and Bombay were keeping down the rates from Sholapur, If
these were not quoted, traffic wounld pass by alternative routes with
the result that the standing cost of the railway would have to be
borne by fewer items of traffic. To the extent, therefore, that the
rates from Bombay and Madras, aflter paying the out-of-pocket
expenses of carrying the traffic, leave gomething to contribute towarda
the standing costs, tend to keep the rate from Sholapur at a lower
level than it would be if no attempt was made to attract the
competitive traffict. As regards the effcct of prevailing rates on
traffic booked from Sholapur, the railway argued that considering
the gize of the industry in Sholapur as compared with {hat in
Bombay, the traffic ¥ moving in reagonable guantities from Sholapur
at the existing rates. Besides, the difference in freight from Shelapur
to Amritsar, and Bombay to Amritsar amounted only to 2 pies per
maund, which could have no effcct upon the seclling price in
Amritsar. For the reasong aforesaid, the G. 1. P. Railway contended
that the existing rates were reagonable and that any further
reduction would constitute undue preference®.

The Rates Advisory Committee examined the case and made
recommendations in favour of reductions. But before reviewing
the Report of the Committee we propose to examine the proceedings
which are full of valuable information. It wag brought out that
the earnings per ton derived by the G. L P. Railway from the
tonnage in piece-goods carried were higher in the case of Indian
goods than on the Iluropean or imported goods. The statistics
quoted were? :(—

Earnings per ton on piece-goods.

Year Furopean Indiun
(Bs. per ton.)  (Ra. per ton.)
1919-20 17 30
1920-21 16 31
1921-22 27 33
1922-23 29 40

These figures clearly indicate that imported traffic i3 being
gubsidised at the cost of indigenons traffic. These disparitiez in
the earningd 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, Case No. X1V, Pleadings, P. 14.
2, The Agent, G. L. P. Railway, Case No. XIV, Fleadings, P, 7.
3. Proceedings, Case No, XIV and XVI, P, 63,
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impervious railway policy. On 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 2 residual
ghare to meet the fixed costs, whereas the iniernal traffic has
to bear not only its shave of the total costs but also of the total
traffic. Thus the internal traflic has to maintain the railway system
and the imported traffic reaps the advantage by paying a little over
its out~of-pocket expenses. The practice of attracting extra traffic
at costs just a little above its supplementary costs ig permitted and
prevalent in railroad operation, but this is true only to the extent
of wutilising the wunused capacity of the plant which would
otherwise run to waste. This, however, cannot and does not
held good of the imported traflic which pours in from every
port of India in considerable bulk.* The inter-railway compe-
tition, especially when most of the railways serving’ the major
ports are both State-owned and State-managed, is highly pernicious
and suicidal to Indian trade and industry. A co-ordinated trang-
port policy, embracing all the varied transport agencies, is the
proper remedy.

The Committee found that ag a matter of fact the G. I. P. Rail-
way rateg from Bombay and Madras to Delthiand Amritsar were more
favourable than thoge fromn Sholapur to thoge places.® The rate
per maund from Sholapur te Delhi for traffic booked to Amritsar
was Ra. 3-6-6 whereas for Delhi proper it wag 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 Rs.
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 ratey policy
coarser goods were charged 2 higher rate than the finer goods.
This is attributed to the fact that railways do not digtinguish
between the two and charge according to weight.

1. * The whole piece-goods traffic of India in 1926-27 was 8678 million
gards of which a little over 1788 yards were imported whether it be
to Calcutta, Karachi or Bombay, because there is competition between
these three places,”

Vide, Remarks of the President, P. 61.
2. Remarks of the President, ‘Proceedings.’ P, 61,
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The Committee held that ‘Sholapur was being prejudicially
affected.’ After a careful scrutiny of the evidence before them
they remarked “every thing, therefore, points in equity to the
reduction of the rateg {rom Sholapur so as to place them relatively
as near as reagonably possible on the same basig as Bombay.”® The
Ceommittee, therefore, recommended that the rates for piece-goods
from Sholapur to Dolhi should be reduced from Rs. 4-0-7 to Rs.
3-1-0 per maund and from Sholapur to Amritsar from Rs, 4-5-1
to Re. J3-15-7 per maund, the reductions in the latter case being
confined to G. I. P. Railway’s proportion only. The Government
of India accepted the recommendation ag an experimental measure
and the G. L. P. Railway accordingly reduced the rates ag aforesaid
from 1st February 1930.

The recommendation of the Committee, however, does not go
very far. It ig at best, to put in the Committee’s own words, " a
proposal which gives the gane relative position which Bombay and
‘Sholapm‘ oceupy before the introduction of the increases in the rates
which were necessitated by the increased expenditure during the
War.”® It is essentially a compromise and the inequality in rateg
though reduced still pergists.

TEE NAGPUR CoTToN MILLS

We next turn io the study of the railway freight paid by
goiton mills in Nagpur. It need not be emphagised here that
Nagpur i an important centre of ectton industry and the Empress
Mills are one of the best equipped mills of this country. Started
by the late Mr. J. N, Tata in 1387 the Empress Mill of Nagpur
has recorded steady progress and to-day it represents the cotton
industry of Nagpur., In efficiency it sets a standard to most
upcountry centreg. If one compared the cotton mills of Cawnpore
to the Empress Mill of Nagpur one would notice a great diflerence
between the two. Expert vigitors both foreign and Indian have
gpoken in high ferms about the Empress Mill. It can stand
comparigon with the best mills of Bombay. Therefore the railway
transport costs of this Mill will be a good indication of the effects
of railway rates on the development of cotton mills in general.

1. Vide, Report of the Rates Advisory Committee, P, 6,
2. Supra, P. 7,
3. Vide, Report of the Rate Advisory Committee, I, 8,
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RATES ON Raw COTTON

It will De recalled that cotton is grown in the vicinity
of the mills but due to (he difference in the quality of
different wvarieties grown and their general low staple cotton is
brought from distant centres as well. Oomras is purchased from
Berar, and DBroach and Surti-Broach from Surat and Navsari,
Mughlai from Umri, Comptah and Dharwar from Gadag and Hubli,
Cambodia from Tiruppur, Punjab-American {rom the stations in
the Punjab, and Uganda and Egyption cotton iy imported via
Bombay port. Thus Nagpur mills use both long-staple and shert-
staple cotton and the advantage in respect of raw cotton over tho
Bombay mills i8 not so great ag is popularly made out. It ig neces-
sary to clear our position on this point which is often exploited by
the foreign interest ag well as the impervious railway anthorities
who exaggerate the geographical advantage of the mills of being
in the vicinity of cotton tracts. Whercas it would be idle to deny
that the mills at Nagpur get certain varictied of raw cotton in the
aread close by, at the same time it should not he overlooked that
to meet their total requirements cotton [rom distant areas has to be
brought, and ag the cotton prices are determined by the Bombay
quotation, wherever transport charge higher than that to the
nearest port hag to Leincurred the difference clearly falls on the
manufacturer and to that extent puis the Nagpur mannfacturer at
a relative disadvantage. DBesides, upcountry mills have to purchase
the variety of cotton they need during the season and stock the
material. Thi¢ is a clear disadvantage beecause not merely is 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
gupplies of raw cotton ig neutralised. We put in appendix II to
the chapter a statement of the freight on cotton full-pressed per
maund as charged in 1914 and to-day.*

In the table we have not included geveral stations in the
Punjab as the rates of freight prevailing in 1913-14 for those
gtations are not available to uws. However, the stationg already
included in the statement will give usa clear idea of the freight paid

1. Yor dates of sowing and picking cotton see Pearse, A. 8. “The Cotton
Induatry of India,” p. 48.

R—10
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by the Nagpur Mill¢ for their raw cotton supplies. 1t will be geen
that even from the stations which are in the vieinity of Nagpur,
like Wardha, Hinganghat, Dhamangaon, Warora and Amraoti, the
rated in the post-war period have heen heavily raised, the percen-
tage of increase varying from 50 to 76. While discussing the rates
on raw cotton, it will be recalled, we noticed the anomalies in
rating in the pre-war period which were removed by raising rateg
from all those stations where formerly they were lower, This wag
indeed favouralide to the raibway anthorities and in consonance with
the prevalent policy which has been to earn maximum profit
with minimmm eof traffic. The cnltivator of cotton has heen
adversely affected beeause while the prices of cotton have recorded
a steep decline the cost of fransport had continued at the pitch
fixed during the hoom. The cotton mill industry hag also heen
adversely aflected because of heavy cost of transport, hoth of raw
cotton and finished goods.  The increase of 73 per cent. i indeed
very heavy in view of the prevailing prices and puts the indigenous
mill industry at a serious disadvantage in competition with the
foreign importers,

The increase in freight for other varitices of cotton has been
still higher ag will be seen from the preceding statement.  Surti-
Broach ecotton i8 Lrought from Gujarat during the picking season,
and the freight on it {rom Surat and Navasari stationg which was
Re. 1-0-0 and Re. 1-1-5 in 1914 ig Rs. 2-4-5 and Rg. 2-5-0 per maund
regpectively in 1932, the increase of 12% and 111 per cent. For
Mughlai cotton brought from Umnri (via Ballarsha) the freight ig
raised from Rs. 1-7-9 to Re. 1-13-10, an inerease of about 62 per cent.
This increase becomes so glaring when we recollect that the rate
charged in 1914 was for distance of 602 tniles via Manmad, the old
route. Now, the shorter route via Ballarsha, which has reduced the
distance from 602 miles to 503 miles i being used and gtiil the rate
charged is higher hy 62 per cent. The Gadag and Hubli rate has
been raised still higher in spite of the reduction in mileage to be
traversed. Trom Gadag {via Hotgi and Maenmad) the freight
charged was Re. 2-2-4 for 904 miles 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 Hubl for 946 miles (via Hotgi and Manmad ) the
rate in 1914 -way Re. I-9-7 and to-day for 616 miles the rate is
Rs. 3-2-11, an increase of about 209 per cent. The rate from



COTTON (b)

Tirrupur, from where Cambodia cotton is bronght, was Re. 1-15-11
in 1914 for 1261 miles (via Jalarpet and Raichur,), and now the
rate has been raised to Rs. 3-9-1 for 915 miles (via Jalarpet and
Ballargha ), an increase of about 153 per cent. notwithstanding the
lower distance over which the tonnage has to be hauwled. Thus, not
only is the indigenous industry deprived of the advantage of tho
shorter route in form of lower rate bt the rotes have been raised
to a very high pitch.

Cotton ig the most important: raw material of the milld and
the heavy freight charge levied Dby the railways ig vitally affceting
the textile industry., Reduneed demand for cloth due to industrial
depregsion, growing nunemployment and catastrophic fall in the
prices of agrienltural produce which hag seviously impaired the
purchasing power of the agricultural clasy, and ihe fall pari passn
in the cotton prices press the necessity Lor the reduction in railway
freight lest the indigenous indusiry should get devitalised, if nod
actually succumbed, under the pressure of the aforesaid circumstances.
The incidence of railway freight on raw eotion has nearly doubled
ag can be geen from the tahle submitted below:—

Relative cost of collon laid duwwn al Nagpur

(Per 392 1bs.)

1913-1¢ 1930-31,

Cost,  Freight. P :?p or: Cost.  Freight, on.f_j or-

ion. o7,

Umri 10 7 2 0 438p.o. 118 9 30 8po
Hubii W8 710 0 5 150 15 3 0 10,
Navsori . 6 b5 3 0 392, 1 11 0 0 6+
Hinganghat 136 150 ‘9, 126 115 0 15
Dhamangaon 153 1 7 0 9y, 113 2 2 0 2

The increase in the incidence of freight is clear from the
columns 4 and 7 and needs no emphasis. A substantial reduction in
railway freight is necesgary. Strong protests have been raised,
first by the Indian Central Cotton Committee and subsequently by
the various members in the Legislative Asgembly and the Councily,
against the unduly 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 Nagpur Mills are purchased from
Bombay and the railway freight for a pre-wor and the current
year 1932 works out as follows :—

Rates per maund from Bombay

. Current Pre-War Percentage
Commodity. Rate. Rate. InCrense,
Ru a. p. Rs. a. p.

Machinery 1 3 2 1 6 7 1
Stationery 25 0 113 & 24
Dyes {Aniline & Alizarine) 11110 129 48
ys  (Indauthrine) 1 3 2 } 2
Epsom Salt 1 3 2 015 3 19
Magnesium Chloride 1 3 2 015 3 19
Acid, Sulphurie 2 50 015 3 107
»» Hydrochlorie 3 7 2 212 2 25
China Clay 1 1 6 015 3 1
il 012 1 011 0 10
Farina 111 1¢ 015 3 62
Grease 1 3 2 015 3 19
Leather Belting 2 6 0 113 9 24
Packing Paper 11 2 0 9 30
Straw Boards 1 16 015 3 11
Asbestos Sheeta. 111190 1 57 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 raised from Rs. 0-15--3, to Rs. 2-5-0.
Similar is the case with ratcs on grease. In the cage of other
articles the rates do not seem te be excessive. Bub when these
rates are compared with thoge charged to Ahmedabad and
Cawnpore the incidence appears to be rather heavy.

RATES ON PIECE-GOODS : PRE-WAR
From raw cotion we next pags on to the study of freight on
varn and piece-goods. Railway rates as charged in 1914 from
Nagpur to some consuming markets are given below :—
Freight to various cenires from Nagpur
Receiving Fate per Receiving  Rate per

Mileage. Statzons, maund. Mileage. Stations. maund.
Re, o p. Rs. a. p.

49 Wardha 0 3 9 563 Poona 1 1110.R.
114 Amraoti 0 710 581 Puralia 1 1 56
158 Akola 010 6 589  Chakulia 014 ©
188 Raipur 0 6 70.R. 592 Buxar 115 9,
196 Nandura 013 1 639 Bankura 1 31,
222 Howbagh 0 7 90R. 639 Midnapur 015 2 ,,
257 Bilaspur 0 6 8 , 701 BShalimar 011 8
259 Jalgaon 1 3 814 Cuttack 011 3 ,
520 Wadi Bundar 0 11 80O.R,
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PREFERENTIAL RATES.

In the gelection of the above rates the primary object i3 to
demonstrate the digparity in the quotations of freight to different
gtations, It should be mentioned at the outset that whereag to
eeitain stationg rates at owner’s risk were quoted others were
denied that facility, which helped to accentnate the disparity be-
twoen the rates quoted to different consuming markets., For in-
stance, whereas to Akola for 158 miles the rate was Ra. 0-10-6, to
Raipur for 188 miles Rs. 0-6~T and to Nandura for 196 mileg
Rs. 0-13-1 were charged, The consumers at Raipur had advantage
over these at either Alkola or Nandurp. Agnin the rate te
Howbagh for 222 miles was Re. 0-7-9 and to Bilaspur for 257
miles Rs. 0-6-8, both being at owner's risk. Here the rate was
preferential in favour of Bilaspur. Further, to Wadi Bundar for
520 miles the freight was Rs. 0-11-8, to Poona for 353 miles
Re. I-1-11 and to Puralia for 531 miles Re. 1-1-05. A higher
charge was made for a lower diglance. Thig i not all. Whereas
the rate to Cuttack for 814 miles was Re. 0-11-3, to Shalimar for
701 mileg it wag Re. 0-11-8, and to Wadi Bundar for 520 miles
Re. 0-11-8. Instances of preferential rates can he multiplied ;
rate-making then was replete with anomalies. These anomalies
have now been reduced, ag we ghall presently see, by raising the
rates from those stations where they were low.

INCREASE IN RATES AND THE INCIDENCE ON TRATFFIC

It will be scen from the statement appended to this chapter
that tho increase in rateg to some stations hag been appreciably
greater than to other stations and the reason is not far to geek:
rates have been equalised. The general level of rates hag risen
though preferential rates have been eliminated, Thusg, the rates to
Bilagpur, Wadi Bundar, Sholapur, Midnapur, Madras, Shalimar
and Cuttack have been doubled in some cases and trebled in others,
This high increage in freichts 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 ig therefore
blocked, Here, too, it should be noted that the rate to Wadi
Bundar is kept at Rs. 1-11-10, though it has been raised
by about 187 per cent, over the pre-war level, to mect the
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port competition, lest the traffic in raw cotton should get
diverted to Howrah. Again, the freight to Poona for 333 miles is
Re. 1-14-7, and to Indore for 334 miles Re, 1-14-1; the differcnce
between the two being only of 6 pies whereas the distance ig
greater by 169 miles. Internal centres have to pay higher rated
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 Madrag for 682 miles it is Re. 2-6-9, thongh
there are no ghats to he crossed. In short, the rednciion in
rateg iz urgently needed so ag to help the expansion of local
mills,

It should he mentioned at thig stage that internal mills are
serfously handicapped in standing the competition of imported
piece-goods at fhe port towns due to high railway freight and the
longer distance over which the zoods have to he hauled before they
reach the port markets. On the contrary, the penctration of imporly
is fostered by quoting numerous station-to-station rates from the
ports to internal markets, so that the loeal mills find the importer
a formidable competitor even in these marketst, This baneful
stimulation is the offspring, partly of the inter-rvailway and
port-to-port competition and partly of the deliberate railway
policy of fostering the inroad of imports in the interior so as to
neutralise the effect of protective tariff. We quoie belowa few
from the large number of relatively favourable 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
(. R. rafe 0. R. rate.
Rs. . p. Rs. 2. p.
476 Hoshangabad 21 2 2 8 6
521 Bhopal 115 4 2 10 10
853 Khandwa 1 7 6 113 11
b3l Betul 2 6 2 212 9
702 Jhansi 2 70 3 40
858 Muttra 2 711 312 6

These reduced station-to-station rates quoted from ports to the
internal centres speak for t.h_emselves. It may be said that the

1. It should be noted that numerous station-to-station rates are quoted
from the port towns, but from the internal cotton mill centres such
facilities are comsiderably restricted, Therefore, the local mills are
placed at a serious disadvantage in competition with the importer.
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traffic from ports is quoted special rates Decause the distance ig
great and the traffic would not come but for that rate, which is
undoubtedly a paying rate, and helps to extend the markety of
Bombay mill industry. That long distance traffic degerves
encouragement in form of reduced rates can hardly be denied.
Bnt what needs emphagig is that similar reduced station-to-station
rates ought to be quoted from the internal mill contves to important
consuming markets, and in caleulaling the raleg total distance
traversed, irregpective of the different lines, ought to be taken
into account.

Tar CAWNPORE COTTON MILLS

Let ug now examine the location of Cawnpore colton mills
in relation to railway freight. In the preceding section reference
hag often been made that  Cawnpore posscsses  considerable
aslvantage in respect of railway freight in comparison with the
Bombay cotton mills, and therefore, in what follows we shall
¢ritically analyse the railway transport problem as affecting
the Cawnpore mills and endeavour to locale the comparative
advantage, in respect of different articles, either raw matcrials or
finished produects.

RATES o¥ Raw COoTTON

The Cawnpore cotton mills manufacture picee-goods primarily
of coarger varielies and iherefore the new cotton they consume
is of medium quality.. Ifenee, their supply of raw cotton
13 drawn mainly from the Central Provinces and the cotton
growing tracts in the Deccan. The railway {reight they have to
vay works out ag follows :—

Miles. Station Rute. Miles. Station Rate.
Srom. Rs. a p. Srom. Ra a, p
694 Malkapur 2 31 676  Amracli 2 6 8
627 Khamgaon 2 6 8 G642 Dhamangaon 2 310
626 Shegaon 2 6 8 611 Wardha 216
649 Akola 2 8 7 (32 Hingsnghat 2 3 8
670 Dhulia 2 3 3 666 Warora 250
613 Amalner 2 111 685 Chanda 2 06
670 Badnera 2 G 9 561 Nagpur 11211
433 Uljjain 1756 B39 Bombay 2 4 1

The rates portrayed in the preceding seection when compared
with those charged from other centres adverted to above
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reveal the relative advantage or otherwise possessed by the
Cawnpore mills in respect of their most important primary raw
material.  From the slandpoint of railway transport costs, Nagpur
mills are most advantagcously loeated, so far as the aforesaid
cotton growing tracts are concerned. The price of cotton being
regulated by Bombay guotation, the Nagpur mills save o large part
of the railway transport cost from the producing tracts to Bombay,
But the Cawnpore wills have no such advantage. 1er contra, they
are at o positive disadvantage when they purchase their raw cotton
from Bombay market and pay Rs. 2-4-1 per maund by way of
railway freight. This ig a very interesting featurc of the cotton
trade as affecting the railway rateg poliey and the cost of production
of the mills alike and needs to be expleined a little further.
Bombay mills have an advantage over the other centres in as much
ag they can get a regular supply of raw cotton at hand, and are
immune from the day-to-day fluctuation in cotton prices, with the
aid of hedge contracts. Other centres, like Ahmedabad, Sholapar
and Nagpur, being loeated mearer the cotlon growing tracts, do
make certain ¢conomies in railway transport charges by purchasing
raw cotton from the tracts in their vicinily during the harvesting
geagon. DBut at the game time it wag also voted that raw colton can
be purchaged in these coiton growing tracts in the harvesting seagon
only, and not thereafter, because the primary producers, being in
need of money, scll thelr produce immediately after the harvest, so
that by the end of the harvesting season most of the cotlon grown
is sold out. Amongst the purchasers are the agoents of the loeal
mills, and the exporters. Therefore, the local mills have to purchase
their annual requirements of raw coiton and stock them in their
godowns or else to purchase from Bombay and pay double railway
freight. 'Thercfore, the incidence of railway rates on the raw cotton
consumed by the Cawnpore mills should be visualised in the light
of the aforesaid facts. The practice of purchasing cotton differs with
the different cotton mills ; while some of them malke their purchases
through their agents from the cotton growing tracts during the
harvesting season and keep the stock for ihe whole year, others
depend primarily npon the Bombay market for their supplieg, There
is a considerable difference, therefore, in the de facie incidence of
railway freight when one or the other of the two systems of cotton
purchase are regorted to. If cotton is purchased from the producing
ventres the railway freights tabulated above are applicable, but if
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the mills do not purchasc their total requirements during the
harvesting season they have to pay higher railway freight. The
total freight paid in the latter cage i the railway rateg charged from
cotton growing tracis to Bombay plug the rate from Bombay to
Cawnpore. It is clear, therefore, that of these two systems of
purchage, the former ig preferable from the viewpoint of railway
transport, because the incidence of railway ratesis lighter. Dounbtless,
there are considerations other than those of transport which affect
the gystem of purchase but to congider these is beyond the scope of
the present work. The statement of the railway problem is sulfi-
cient for our purpose. From what has been said above, we may
safely conclude that Cawnpore millg are, on the whole, at a relative
disad vantage in respect of railway rates on the raw cotton purchased
from the Central Provinces and Khandegh.

However, Cawnpore 1nills are more favourably located ag cone
pared with the other cotton mill centres, in respect of railway
freight on the Punjab-American cotton. Special station-to-station
rates are available from sowme of the dispatching stations ag tabulated

below :~

Eates per maund fo Cawnpore

Station from Rate Station from Rate

Ra. a. p. Bs. 8 p.
Jeranwala 2 21 Sarodha 2 410
Khanna 146 Sangle Hill 115 0
Lysllpur 2 04 Barnata 1 6 7
Nabha 1 £ 9 Tarn Taran 110 11
Dhurri 1 5 8 Warburten 11310
Gojra 2 21 Uankana Saheb 114 4

The traffic in this cage is routed via Ghaziabad, When these
rates are compared with those charged to Nagpur or Ahmedabad
the relative transport advantage is revealed. Of all thepe three
centres, freight to Cawnpore ig 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 ag will beseen from the foregoing table. Similarly,
Ahmedabad hag to pay higher freight. For instance, the rate from
Lyallpur to Ahmedabad is Rs. 2-13-0, but to Cawnpore it 14
Rs, 2-0-6 only. But the freight advantage enjoyed by Cawnpore
in respect of Punjab-American cotton should not be over-estimated.

R-11
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RATES oN MILL STORES

Stores are purchased at Bombay and Calentta. Cawnpore is
one of the mosi important railway junctions, and commandsg unique
rates facilities. TIurthermore, it i3 linked directly to two leading
ports of the country : the E. 1. Railway connects it with Calcutta
and the . 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
gtation-to-station rates quoted from Bombay to Cawnpore on
different mill stores.

Commodity Rate

Ra a8 p.
Soda 010 1
Lubrieating oils (Div. O} 120
Machinery 012 ¢

ina (bags), i

T ug Sogo | o
Dyes 1 40
Hyhrochlorio s0id | 242
China Clay 010 4
Packing Paper 611 2

The most striking feature of the aforegaid rates ig their
relatively lower level, 'When thege rateg are compared with those
charged to Nagpur, we find that even though the latter is nearer to
Bombay it hag to pay higher railway freight. This ig due to the
port competition. Here it should be noted that Cawnpore is
nearer to Caleutta than to Bombay and the ton-mile costs on the
E. I. R.are lower than on the G. I. P, Therefore, the K, I. R.
gquotes lower rates to Cawnpore from Howrah, and the G. 1. P. in
order to keep a part at least of the total traffic on its own lines hag
perforce to lower its rates. Suffice it for the present to note that
this gort of policy is gquestionable, gince it puts other centres to a
congiderable disadvantage.

RATES ON PIECE-GOODS

Piece-goods manufactured by Cawnpore mills are gold largely
in the markets in the vieinity of the millg, but a portion of the
total output is despaiched to distant markets as far as Howrah,
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The statement submitted below portrays the marketing
facilities.

Rates per maund on Picce-goods from Catonpore

Mileage. Station to. Rate.  Mileage. Station to, Rate,
Rs. & p. Rs, 8. p

120 Allahabad 065 87 Etawah 0 4 9
202 Benares 010 4 187 Farukhabad 0 9 11
16 Lucknow 0 211 157 Agra City 0 8 ¢
127 Fyzabad 0 610 192 Aligarh 010 2
36l Patoa 1 256 271 Delhi 014 3
240 Gaya 013 6 248 Moradabad 013 1
481 Bhagalpur 191 277 Meerut City 014 4
631 Howrah 2 110 B51 Awritsar 113 3

It will be geen that Cawnpore mills have to pay class rates on
their piece-goods, very few station-to-gtation rates being available,
But, being located at a distance from the port and nearer to its
markets it gety substantial trangport protection against the foreign
competition in form of lower railway freight. However, the precise
amount of advantage differs 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
Howrah ig Rs, 1-11~1 per maund, and therefore, Cawnpore mills
have an advantage of about Re. 1-4-8. On the contrary, in some
markets Cawnpore mille have a positive disadvantage, like
Bhagalpur, Howrah, ete.

The foregoing study of railway rateg, to and from some of the
mare imporiant cotton mill centres, conveys a fairly adequate
impreggion of rallway policy a9 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 adequately
the requirements of internal trade 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 commonly belong to different systems
and involve more frequent break of gauge and consequent higher
freight charge.

1, We have been informed that on wagon loads Re. 1-8-0 per maund ig
charged, from Cawnpore to Howrah.
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2. Railways pursue individualistic policy in rale making
with the result that when a consignment travels over more than one
railway system,—thig being more frequent in the case of internal
traffic than to and from the port towns—the telegcopic schedule
rateg, if any, are calenlated, not on the total distance traversed, but,
on the distance of the individual railroad system.

3. The general level of rates which wasg raised in 1922, during
the boom period, is now restricting the movement of traffic hecanse
the steep fall in the price level has substantially raised the
incidence of rates.

4. The cotton mills ghould re-organige their saleg departments
and reduce the competition between the internal milld, so ad to
eliminate the waste In trangport costy.  Centralisntion of marketing
arrangemonts would, donbtless, yicld more profitable results.



APPENDIX I
Raw Cotton carried on Class I Railways & the Earnings
therefrom (in lakhs.)

Total on all
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LD.&CILLRly., & LP Rly. N, W. Rlp Railways.
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1915-16 3.8 46 4 3 113.9 1.1 12.9 14.82 214.2
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1916-17 3. 80.1 1.1 14.7 12.43 178.0
1917-.18 3.6 47.2 3.2 656 0.85 7.9 12.34 164.4
1918-190 3.8 45.6 3.3 745 1.3 13.6 12.97 188.8
1919-20 2,9 59.0 4,9 120.1 1.6 23.4 15.1 272.3
1920-21 3.2 55.5 4.2 1222 1.2 28.3 13.4 258.0
1921.22 3.3 62.0 5.2 1585 1.3 34.0 14,7 317.1
1992-23 3.2 88.4 4.9 185.6 1.5 39.4 13.3 375.7
1923-24 3.2 85.3 43 161.0 2.0 59.3 13.7 360.8
1924.25 2.6 82,0 4.1 1552 2.9 73.2 12.8% 361.6
1925-26 5.1 108.6 4.3 1406 3.63 107.8 17.1 416.3
1926-27 3.5 58.4 3.5 144.1 2,25 68,0 13.0 328.5
1627.28 20 G0.8 4,11 156.3 2.51 86.8 13.4 356.4
1928-29 3.9 70.4 4.49 172.9 2.61 80.8 15,0 379.9
1629-30 43 0011 4,77 187.6 3.29 155.0 17.0 450.2
1830-31 3.1 67.0 4.4 1742 24 908 137 382,

1931-32 2.6 54.1 1.8 651 1.7 75.6 8.6 229.

1932-33 28 65.7 2.6 04,6 1.9 75.1 10.2 264,

1933-34 3.6 65.9 27 923 21 1347 128 337,
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Comparative Statement of Railway Rates of Freight on
full-pressed Cotton from various centres to Nagpur
in 1914 and 1931,

Rate per
M;leage Forwarding Rate per maund, p??l:;tlg’e f%‘
Nal;goﬁr. Station. m pies. ; e;;:' Remarks.
1914, 1031, 1914, 1931,
Rs, a. p Ra. a. p.
49 Wardha .. 0 2 9 0 410 .67 118 76.129
70 Hinganghat.., 0 4 4 0 6 7 74 L13 B8.70
80 Dhamangaon 0 4 9 0 7 2 .71 107 5070
94 Warora .. 0 5 4 0 8 4 .68 106 5588
114 Amracti ... 0 6 6 010 0 .68 106 5441
158 Akola . 0 8 2 013 8 62 104 o794

4564 Surat w1 0 0 2 4 5 .42 .06 129

467 Navasari ... 1 1 56 2 &5 0 .45 .95 111

469 Kim w1 2 3 2 6 1 47 96 104
(621%) 484 Dharmabad 1 8 7 2 0 6 .47 .81 %234 *01d route
(Via Ballargha) via Manmad.
(602%) 503 Umri (Via 1 7 9 11510 47 .76 6L70 *0Id route
Ballarsha) via Manmad,
590 Bombay .. 014 2 111 5 .33 .63 9091

(904%) 580 Gladag (Via 2 2 4 3 1 1 .46 102 121474  *Dld route

Ballarsha) via Hotgi and

Manmad.

598 Asarwa .1 4 2 211 8 .41 .88 115

(946%) 616 Hubli (Via 1 © 7 3 211 .32 .99 20038 *0ld route
Ballarsha) via Hetgi and

i . Manmad.
{12¢1*) 916 Tiruppur (Vis 11511 3 9 1 ,20 .78 15333 *0ld route
Ballarsha) via  Jalarpet

and Raichur,
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Comparative Statement of Railway Rates on Piece-goods

from Nagpur to various Centres in 1914 and 1932

Rate per
Rate per maund. maund, per % of
Milesge. Receiving Station. mile in pies, . -~ o
1914 1932 1914 1932
Ra. a. p. Ba a. p.
48 Wardha 0 39 010 6 ,02 131 42
R.R. R.I
114  Amraoti 0 Y10 010 6 .82 111 35
R.R. R.R.
158  Akola 010 8 014 2 8 108 35
R.R. R.R.
(432 186 Itarst we 121 1 00 .50 103 108
R.R. B.R.
188  Raipur 00? 7 00111{ 1 .42 71 89.05
R, R,
{(385)% 234 Harda 102 1 1 40 56 103 84
.R. O.R.
(432)* 243  Thopal 1 48 13 2 .57 95 67
0.1 O.R.
267 Bilaspur 068 014 7 .31 68 119
O.R. O.R,

278 Burhanpur 1012{ 1 1017{ 8 78 102 31
(321)* 297 Khandwa . 10?{ 1 10?{ 3 73 102 40
{408)* 384 Indore 1 5610 114 1 g4 94 47

Q.R. O.R.
520 Wadi Bundar... 011 8 11110 27 64 137
O.R. O.R.

553 Poona e 10111{“ 101§ 7 .39 46 89

(622Y* 153 Sholapur we A LAl 211 8 35 95 171
O.R. O.R,

596  Ahmedabad 110 2 214 8 53 84 77
R.R. R.R.

639 Midnapore 00115{ 2 20?{ 4 28 .64 199
(794)* €79 Delhi IOIIB{ 3 20% 6 47 13 b5
(1133)* 682 Madras 1 4 4 26 9 93 68 209

O.R. O.R,

701  Shalimar 011 8 114 4 20 .52 160
O.R. OR.

814 Cuttack 011 3 21t 5 .17 .84 278
O.B, 0.R.

967 Amritear W 211083 3 7 9 48 69 44
G.E, O,R.

* Old Routes,



CHAPTER III
WOOLLEN INDUSTRY

The gtudy of the Indian woollen industry is imporiant from
both the agrienltural and industrial points of view. In many
regpects it resembles the colton industry, and yet has distinctive
peculiarities of its own. In its agriculiural aspect, unlike cotton,
the production of raw wool ig carried on primarily by lower clasg
Hindue, having scanty resources. Looking io the conditions of
the primary producer, one is not surprised 1o note the decadent
position in which the. gheep-rearing industry hag fallen to-day in
this country. The role, that improved sheep-rearing and sheep-
breeding industry could play in the cconomic reconstructien of
this country, can hardly be exaggerated. It will make a sub-
gtantial contribution’ in revitalising Indian agriculture. On the
industrial side, an improvement in the quality of Indian raw wool
will give a much nceded stimulus to the cottage and mill industry
alike,

BABIS OF RAILWAY RATES

The important articles with reference to which the following
study of railway rates i to be undertaken are wool, carpets,
blankets and woollen piece-goods, This will give ug a fairly good
idea of the effect of railway rateg 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, egpecially
becauge the distance over which the article hag to Le carried ig
generally great. Rateg charged on anxiliary raw materialg 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
gome factories. In what follows, therefore, we propoge to study
the basis of railway rates, which will Le followed by a detailed
review with reference to more important centres of production
and congumption.
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Wool, full-pressed, is classed as 4th. class R. R. in the
Indian Railways General Classification of Goods. This classifica.
tion ig followed on all the railways. On the G. 1. P. Railway,
however, * C’ schednle ig applied, the basis of charge being one
pie per maund per mile, Wool, half-pressed, is classified ag 6th,
class B. R. This rate ig gubject to certain exceptions on the G. 1.
P. Railway. The general rate over the G, I. P. Section is Jih.
class R. R. Over theI. M.and A, D. C. Sections 8th. and 6th,
clags rates are charged, and on loads of C/B1 6th. class R. R. and
4th., class O. R. rates are chargoed, the minimum distance of
charge on thege sections being 26 miles. Wool, loose, i3 clagsified
ag Sth. elass R. R. in the General Clasgification. This rate i3
gubject to the undermentioned exceptions on certain railways.
On the B. & N. W. R. ¢/D gchedule rate is applicable at
0. R. on wagon loads, On the G. I. P. 2th. class R. R. rate is
applied,

Carpets are clagsed in the General Classification of Goods ag
6th. class R. R. and 4th. clags O. B, This classification is followed
on all the railways without exception. Blankets, ( Cumblies )
are clagsed as 4th. clags R. R. Woollen piece-goods like cotton,
are clagsified as 6th. and 4th. clags R. R. and O. R. regpectively,
With this brief statement of the bages of freight charge, we now
pass on to review in detail the rates policy as pursued to-day.

ANALYTICAL STUDY OF THE RAILWAY RATES POLICY
CAWNPORE

Cawnpore is the most important centre of Indian woollen
mill ‘industry, having two woollen mills, cne known ag 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 congumed in digtant parts of the country. The
production of wool being scattered and the output inferior in
quality, the mills have to import wcol of superior guality from
digtant centres both by sea and land. Needless to mention,
therefore, that railway rates play an important part both in the
cogt of production of the manufactured articles and in their
marketing,

R—I2
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PRIMARY RAW MATERIAL : RAW WOOL

Ag regards the supplies of raw wool, in addition to what ig
available locally, Cawnpore being a very important mart and a
collecting centre, the mille draw their supplies from Tibet, Persia,
Afghanistan, Central India and Australia®. Australian wool
is imported by sea, hecause both the Indian wool as well as that
imported by land from DPersia and Afghanistan iz inferior in
quality. Obviously, therefore, it can be rightly said that there i
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. Coarger
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 increaged production
of finer qualities, it may be gaid that the consumption of
Australian wool i3 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 unmistakably towards
an increase.,

Australian wool i8 carried from the ports, either Calcutta
or Bombay, preferably the former, and as such has to pay a
gubstantial 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 0. R. in wagen loads, and Rs. 2-0-10 at B. R. on
actual weight., This is, however, a gpecial station-to.station rate
which ig congiderably lower than the class rate which worke out to
be Rs. 2-1-3 per maund at R. R. In thig conneetion it will be
noted that the E. I. B. guotes lower rates only at O. R. becauso at
R. R. the difference between the actual and the class rate is
almost negligible, Looking at the superior guality of the imported

1. In this connection evidence of M. Lelley before the Indian TFiscal
Commimion is very important. Vide, Evidence, Vol, 1. P, 255-56,

2, Ibid. P. 855 a.

8. Ibid.

4. Anticipating this tendency My, Lilley remarked : *Prohably the greater
portion of the imports will be in the finer gualities. We econfine
ourselves to making low qualities with Indisn wool”. Ibid,
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wool and its higher price, the rate of Re. 1-9~1 per maund at
0. 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. a. p. Rs. a. p Es. a. p
886 Sukkur 2 0 8 o 13 %7 2 14 2
768 Multan City 1 b 8 0 15 4 2 5
502 Lahora 0 12 7 0 15 4 1 i1 11
859 Daryakhan 1 10 4 0 15 4 2 9
1151 Varu 2 14 5 o 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
gpecial station-to-station rates at O. R. The question of distance,
however, i8 important only in some cages, hecause generally the
distance between each of the internal centres from which purchases
of wool are made and Cawnpore, is not longer than that hetween
Cawnpore and Howrah., Wool markets in the U. P, are, as a rule,
located ab shorter distances. The lead from some centreg in the
Punjab and the N. W. F. P. are in some cages longer. Therefore
the plea of distance is not very material to the issue in hand. The
important fact which seemg to explain the position ig that the
Indian railwayd purgue an individualistic policy, and therefore, do
not quote gpecial station-to-gtation rates at 0. R. from internal
centres, because generally the total distance traversed is over more
thar 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 agthe
wocllen manufactures, The prodaiction of raw wool is thereby
affected Decause higher railway rates restrict the marketing area
and curtail the consumptien of wool. It may be argued at this
point, that the difference in railway rates ig not so substantial, as to
affect the output of raw wool, and more so becange in India sheep
flocks are not maintained primarily for wool ; it being only a
bye-product. Thig argument, doubtless, emphasgises the remark-
able feature of the production of raw wool in this country, but' it



92 RAILWAY RATER AND FARES

peems to neglect the fundamental truth that wool is & most
important bye-product of Indian sheep, and that anything which
helps to raige the cost of marketing is sure to have its repurcusgions
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 raiged, the gelling price
of the finished produet 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 selling
price of the manufactured products differ with individual mills,
because the ecost of production depends upon several factors,
But it eannot lLe 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 thig country. It should, however, be noted that the
E. L. R. has recently withdrawn® the concession rate quoted from
Howrah to Cawnpore at 0. R., 50 that to-day the actual rate charged
is Re. 2-0-10 per mannd at O. R. on actual weight. This removeg
the disparity in rating which had hitherto favoured the imported
gtuff to the detriment of internal produce.

The natural digadvantage 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
becange it raises the pricea of the raw wool. Thig can be overcome
by offering reduced rateg from the wool marketg to internal millgs,
The railway authorities, especially the N. W, R., should see that
the rates are guitably adjusted, so as to stimulate manufacture of
wool within the country ag far as posgible, without, at the same
time, adversely affecting their own interests, for the aim of all
trangportation is anunihilation of distance.

When we congider 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. Begides, the Cawnpore Woollen Millg have
an efficient systern of purchage of raw wool, which helpsthemillgto

1. Vide, E. L. R. Tariff, Part I, { 1834), P. 204,
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get their wool supplies at cheaper prices than thoge of other mills?,
Farthermore, in the markets in Northern India they have acquired
& virtual monopoly both in the purchase of raw materials and the
marketing of finished produnets, so that the railway rates are
easily shifted over to the consumer. Again, the goods manu-
factured by them, being of superior guality ag compared with
those of other Indian mills, the incidence of railway rates is still
lower. Besides, the railways give better responge to their requests
for suitable adjustments, becaunse they are a big customer. Hence
when we analyse the evidenes tendered by the representatives of
the Britigh 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
gystem, coupled with the varied and relatively larger output, enables
them to compete better alike with the importers and the internal
producres, and the railway authorities have helped them throughout
by making suitable 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 ig a primary raw material, certain auxiliary raw materials are
congumed, some of which are imported from foreign countrieg
while others are locally purchased. Railway rates charged differ
sccording to the conditions of carriage and the gize of the
congignment, This is gignificant because the Cawnpore Woollen
mill, being the largest woollen mill in India and the second largest
in the world?, is able to avail itself of lower railway rates due to
larger size of the comsignment. Furthermore, Cawnpore being
linked directly both with Caleutta and Bombay, the local mills get
lower railway rates on, imported raw wmaterials due to port

1. Cawnpore Woollen and the New Egerton Woollen Mills at Dhariwal
are both managed by the British India Corporation and as the two
mills together consume the better share of wool raised in Northern
India, they have come to acquire better hold on the markets in T. 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 organisation.

2. Vide, Indian Industrial Comumission, Evidence Vol, L P. 285,
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competition, to which frequent references have been made in the
foregoing chapter, An idea of the rates charged on auxiliary
raw materialg can be had from the statement submitted below :—

Rates per Maund from Bombay fo Cawnpore

Deseription of Material Rate

Re. a. p. Re. a. p.

1932, 1985,

Soda ash (alkali) 01010 01010
@Glauber Salt and Caustic Soda 012 8 012 9
Machinery parts 012 4
Colours, paints and dyes, Div. ‘B’ 1 40 1 40
Acida : hydroehloric, Sulphuric or Nitrie 2 4 92 2 4 2
China Clay 010 4 0 10 10
Faring and Sago Flour 011 1 013 4
Packing Paper 011 2 011 2

These are special reduced rates and when the distance and
value of regpective articles are taken into account the mnature of
concesgion offered becomes clear. The rates are quite reasonable.
Asg regards the conditions of wapon loads it hag already been
pointed out that the British India Corporation, having the managing
agency of both Cawnpore Woollen Mills and New Egerton
Woollen Mills at Dhariwal, is able to take full advantage of these
wagon load conditiond, Some instances will better explain the
advantage conferred by the reduced rateg offered by the railway
anihorities, For example, the rate on soda ash (alkali) at O. R.
(W/300; L ;) is Re. 0-10-10, whereag at R, R. on actual weight it
comes to Re. 1-6-5*. On colours, paints and dyes, (Div. B.) rate
charged at R. R. ig Ra. 2~4-2, but at O. R. reduced 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. BSimilarly, on machinery parts the R. R. rate ig
Rs. 240 per maund, but the reduced rate at O. R. ig Re. 1-8-5.
A still lower rate is offered on wagon loads at Re. 0-12-4 per maund.
Thus it is clear that subgtantially 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 dome of the aforesaid

1. Vide Letter of the G. I. P. R. No-R. Q. 3/18, dated 9/9/32.
2, Ibid.
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auxiliary raw materials are produced. This helps the congumption

of imported goods even when similar goody 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
ageney Bystem. Railway rateg on woollen piece-goods to gome
more important centres work out ag follows :—

Rates (0. R.) per Maund from Cawnpore

Miles Station to Rate Miles Station to Rate

Rs., a. p. Rs. a. p.
198 Gwalior 011 3 773 Ahmednagar 350
319 Bhopal 1 1 6 872 Poona 3 b 6
661 Nagpur 113 5 551 Amritsar 113 3
314 Jubbulpore 11 3 570 Lahore 114 3
840 Bombay 2 4 2 630 Howrah 21 8
941 Sholapur 4 3 0

These rates are similar to those charged on cotton piece-goods
from Cawnpore, and as enough hag already been eaid on this point
in connection with the cotton mill industry, it i8 needless 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 clagses, and therefore, the
railway rates do not materially affect the consumption of these
goods, even if they are slightly higher. DPer confra, if the rates
were to be lowered, they would go to swell the dividend of this
Company and the congumers would not get any share of
the reduction, Therefore, rates on woollen piece-goods from
Cawnpore are quite reagonable.

BLANKETS

A. reference has been made before to the effect that blankets
are alse manufactured at Cawnpore. In fact, Messrs. Baijnath
Balmukund Woollen Mills concentrate largely on the manufactare
of blankets, and supply blankets to the Government and Public
bodies!, The Cawnpore Woollen Mills also manufacture blankets.

1. Vide, Report of the Director of Industries, United Provinces 1924-25,
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Therefore railway rates charged on blankets are important. We
quote below rateg to a few more important markets,

Lates per maund for Cawnpore { Blanikets)

Milea Station to Rate (R, R.)

Rs. a. p.
163 Gwalior 01l 3
319 Bhopal 1 1 6
561 Nagpur 113 2
314  Jubbulpore 11 3
840 Bombay 2 4 2
941 Sholapur 3 1 7
773 Ahmednagar 2 811
872 Poona 214 1

NEED FOR LOWER RATHS 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 articleg is obvious.
Thig i due te the fact that whereas in the case of piece-goods
rates quoted are at 0. R., those in the cage of blankets are at R. R.
This is indeed an impertant 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 ratesat
0. R. and R. R., in the case of blankets there is no guch alternative,
This is against the widely accepted practice of rate-making, which
recognises the difference in charge between 0. R. and R. R. and
permity the alternative to the ghippers. 1t cannot be gainsaid,
therefore, that the higher railway rates charged on the transport
of blankets have adversely affeeted the manufacturing industry,
especially thoge mills which depend primarily on the mannfacture
of blankets and of coarser variety. The majority of the woollen
mills concentrate more on the production of blankets, and ag the
rates charged are higher, the cost of trangport 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,
“The condition of the woollen industry”, says the Report of the
Director of Industries, Bombay DPresidency, * continued to be
unsatisfactory during the year. In 1820 there were five woollen
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millg in the Presidency. In 1929 there were only three guch millg
working in the Presidency. During the latter period of 1929 one
of these mills with a paid up capital of Re. 13 lakhs went into
liquidation. No new mills were started. Thus, in the year
1931 only two mills were working as they were in 1930%.” 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 revige their rates on blankets. Degides, offering reduced
rates at Q. R., special station-to-station rates should be quoted
from different mills to more important consuming markets. We
shall pregently discuss the marketing facilities of the other mills.

DHARIWAL WOOLLEN MILLS

We have seen that the Dhariwal woollen mills and Cawnpore
Woollen milly, or ‘ Lal-Im)i’, 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 helpd to lower the cost of production of the
mills by eliminating waste in transport costs. Here, however, it
ghould be noted that gince 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 hag been
felt that the railway freights ag affecting the Dhariwal Mills ghould
be geparately studied.

RATES ON WOOL

Rates on wool from the more important collecting centreg, to
Dhariwal are given below ;—

Station from Rate Station from Rute
Rs a. p Rs. a. p,
Karachi 2 8 4 Bikaner 1 3 9
Sukkur 112 0 Beawar 113 7
Fazilka 0 8 3 Marwar 115 10
Delhi 1 0 2 Adoni 3 6 3
Multan. City 014 9 Naini Tal 2 7 6
Lahora 0 4 1 Tanakpur 1 8 9
Daryakhan 1 0 9 Ramnagar 1 5 6
Yaru 2 9 8 Haldwani 2 7 4
Kalimpang 4 8 4

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

1. Vide, Report—1931-32 ; P. 3,
Ba=l13
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disadvantage under which the Indian woollen mills labour in
regpect of this primary raw material. With the exception of a few
centreg, the rates in general seem to be high, due to longer distance
over which the traffic has to be carried. Furthermore, in gome
cages the traffic has to pass over peveral railway systems and the
total freight charged, therefore, becomes higher. Thig is especially
true of traffic from Marwar, Adoni, Nainital, Tanakpur, Ramnagar,
Haldwani and Kalimpong., It is interegting to analyse the rates
charged from some of these stations, so ag 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, ig
routed via Raichur and New Delhi and crosses over the M. & S5.M.,
the G. I. 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 ig the case with the traffic from Tanakpur, Ramnagar,
and Haldwani :—

R & K. E. I N. W, Total.
Tanskpur 0 4 6 0 9 4 0111 1 9 9
Ramnagar 0 3 2 0 6 b 01111 1 5 6
Haldwani 0 5 O 0 6 b 01111 2 7 4

In this case, the traffic passes over three railways. In the
case of Kalimpong the traffic is routed via Kishenganj, Katihar,
Bara Banki and Saharanpur and the proportionate share of rates
works out as follows :—

Rs. a. p. Rs. a. p.
K. R. 0 4 0 B &N W 1 8 %7
D H, o010 7 E. L B. 1 116
T. C. 0 0 4 N. W. 01111
E. B. 0 3 1

Total 4 8 4

In such cases, rallways find it difficult to guote reduced
gtation-to-piation rate and the freight perforce has to be higher.
These details clearly bring out the fact that the Indian mills are
not very spuitably located as regards the supply of their raw
materials. This disadvantege is accentuated by the individuali-
stic policy pursued by the railways. They do not quote
roduced station-to-stalion rates in the case of through traffic
from the more distant centres. Doubtless there are gome
station-fo-station rates, but they are mainly for local traffic.
Therefore, the Dhariwal Mills draw their supplies primarily
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from the aread in the Punjab, North Wegtern Provinces,
U. P., and the Central India. Further, in respect of imports by
land from Tibet, Afghanistan, ete., this mill i more favourably
located. Hence, a8 compared with other woollen millg 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 ag will be geen from the statement given below i—

Station from Present Rate Rale in 1814
Ra. a p. Ra, a, p.
Karachi 2 8 4 1 7 2
Sukkur 112 0 015 0
Fazilka 0 8 3 0 b 3
Delhi 1 0 2 o 9 0
Multan City 014 9 o 711
Lahore o 41 0 2 2
Daryakhan 1009 09 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
emphagised,

RATES ON STORES

Karachi being the nearest port, the rates on stores and other
auxiliary raw materials used by the mills work out a3 follows 1=

Artieles Present Rale Rate in 1914

Rs. a p. (0. R} Ra ap (0.R)
Lubricating Qil 113 4 1 7 2
Caustic Soda 013 0 014 1

Glauber Salt 113 4 2 210 R. R

do 2 8 4 R.R.

Sods Ash 013 0 014 1
Machinery parts 113 4 014 1
Relting Leather 3 9 6 214 3
Colours, ete, (Div. B.) 113 4 1 7 2
Iron and Steel (Div. A) 211 1 2 210
do, (Div. B) 113 4 R.BR. o012 3

1 7 2R R
Hardware 3 9 ¢ 214 3
Hessian Cloth 113 4 1 7 ¢
1 2

Soap 113 4
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With a few exceptions, these rates convey a favourable
impresgion, Rates on Machinery parts should, however, be
reduced and reduced raie at owner’s risk be quoted on Iron and
Bteel (Div. B).

RATER ON PIECE-GOODS
Let us now review the rates on piece-goods manufactured by
the Mill, In the preceding section it was pointed out that the
Dhariwal Millg ig 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 Rale Station Lo Rate
Rs, a. p. Ra, a p.
Amritsar 0 2 7 Patna 214 7
Ambala 0 10 1 Howrah 3 71
Lahore 0 4 4 Bhopal 2 7 9
Delhi 1 0 9 Nagpur 3 9 8
Agra 1 8 0 Ahmedabad 2 10 11
Cawnpore 114 9 Baroda 214 2
Lucknow 113 7 Bombay 2 110
Allahabad 2 3 0 Madras 6 6 6
Benares 2 5 3 Bangalore City 510 3

The rateg quoted above also apply to blankets at railway risk.
These are clags 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 fo Present Rale Rate in 1914
Re. 8. p. (0. R.) Rs. a. p.(0. R.)
Rawalpindi 013 4 0 10 10
Peshawar City 1 2 9 015 3
Amritsar 0 2 9 0 2 0
Ambala City 010 1 0 8 3
Lahore 0 4 4 0 3 5
Delhi 1 09 013 7
Karachi 211 1 1 71

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 raiged gubstantially and
needs 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 wag 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
gtrenuous endeavours are made to economige 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, Delbi, Yaru, Xarachi,
Sukkur, Bikaner, Marwar, Beawar, Rajkot (Kathiawar), Bombay,
Bangalore, Adoni, Kalimpong, ete, 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 distance from the mills. Rates per maund to Baroda from
some more important wool markets are ag followd :—

Markets from Rate Markets from Rale

Ra a p Rs, a, p.
Bombay 0l4 3 Bikaner 112 3
Beawar 1 2 6 < Bukkur 211 b
Fazilka 210 7 Rajkot 012 8
Multan 3 3 9 Yam 3 91
Karachi 2 7 b Ramnagar 2 8 6
Bangalore 2 9 4 Adoni 2 611

Before discnssing the foregoing rates it may bhe wmentioned
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 Rg. 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
geems that the supply of wool from the nearer sources i not
gufficient for their requirements, or that other factors like prices,
quality of the material, etc. have a better sway. Similarly, the rate

1. How in liquidation,
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charged from Multan i& Re. 3-3-9 per maund. These rates seem
to be prohibitive,

RATES RELATED TO PRICES

Let ug then atudy thesa rates in relation to the prices of raw
wool. The pogition may be summed up as follows 1~

Stations from Approzemate price of Wool Rats
Per maund

Ra. Re. a. p.
Multan 16 339
Yaru 10 391
Kalimpong 20 65 0 2
EKarachi 14 2 7 0
Beawar 18 1 2 6
Ramnagar 18 2 8 b
Adoni 7 2 611

The foregoing tablo strikingly demonstrateg the importance
of raw wool priceg, as algo 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,
and therefore, even though higher railway rates are charged,
the mills seem to find it convenient to make their purchases in
these markets. DBut affer ptudying the situation a little deeper,
we find that the mills require wool of relatively lower guality for
manufacturing blankets and hence they have of necegsity to
purchase wool from Adoni and Yaru hecause of the lower prices.
Thus, it seems that the mills have to carry their raw wool supplies
over very long distances, and congeguently pay higher transport
charges, which vary from 25 to 40 per cent. of the cost of raw
wool. This is a serious drawback in the organisation of the
industry in general, and this mill in particular. It cannot be
gaingaid that the Baroda Mills have to work under a great handicap
of higher transport costd, in respect of their sole raw material,
“wool”. No doubt, other mills are working under similar
diradvantages, but from what hag-been adverted to above, it will be
seen that the Cawnpore Woollen Mills are relatively in a better
podition, and, a8 it will be shown later, even the Bombay mills
enjoy some advantages in thig regpect. It seems, therefore, that
Baroda works relatively under greater disadvantages, and we shall
try to geo how far thig 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 Dbe carried, it may be said that the
handicap is natural and therefore permanent. But here, too,
it hag to be pointed out that in conformity with the general
practice of rate-making, lower rates at 0. R. need to be quoted
as an egsential alternative to the shippers. Furthermore, reduced
rates should be offered in the form of special station-io-station
rates from the important collecting centres to woollen mills,
becauge 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 gmall and casual ghippers. BSuch rates are in
fact quoted from gome centres to Dhariwal on the N, W, R. and
to Cawnpore on the KE.I, B. B, and G.I P. Railways. But
unfortunately we find no such rates to Bareda. This handicap
should therefore be removed by offering similar station-to-gtation
rates to Baroda as well, The millg on their part should endeavour
to purchase raw wool from the nearer markety, and iransport the
same in larger congignmentd, go ag to get better transport facilities
from the railways concerned.

Fuarther, it seems that when wool i purchased at Adoni
in Southern India, and booked directly to Baroda, it costs
more than to hook it to Bombay, and then get it re-booked to
Baroda. If so, this id anomaloug. A similar guestion was raised
before the Railway Rates Advisory Committee in the Sholapur Mills
Cage, and the decision given in that case i3 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 plug 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 ghould be further investigated and
revised, if needs be. The current rate from Karachi ig Re. 2-7-3 per
maund, but the sea-cum-rail route from Karachi to Bombay, and
thence to Baroda is considerably cheaper, the charge in the latter
cage ig nearly 50 per cent. less,

Similarly, if Ralimpong wool is taken to Calcutta from
Kalimpong, and i carried by steamer from Caleutia to Bombay,
and thence by rail froms 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
gea-cumn-rajl route ig cheaper. If wool is taken from Rajkot to
Mzhuwar (Bhavnagar) and is taken to Bombay by steamer, and then
railed to Baroda, the total rate i cheaper than the rate charged on
the entire rail route from Rajkot to Baroda. All these cases should
be investigated.

The impression left from what has been detailed above ig that
the Baroda millg have gome transport disadvantage in regpeet of raw
wool supplies, part of which ig natural and part i3 capable of being
removed with the co-operation of the Managing Agentg of the mill
and the rajlway 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 neighlourhood like Ahmedabad. We
have already stated that railway rateg on the stores or auxiliary raw
materialds are not such as may materially affect the cost of
production of the finished products. Neverthelegs, ina study like
the present they cannot be ignored. We may tabulate the rates on
the more important articleg ag under :—

Rates per Maund from Barods

Deseription of articles ERate

Rs. a. p
Lubricating oils 010 1
Acetic acid and other liguids 12 8
Caustic Soda 010 1
Glauber aalt 0 910
Soda Ash 0 9 3
Small machinery parts 010 1
Leather goode such as, Belting, Pickers, Bobbins,

Shuttles, ete. 1 2 6
Dyes and Coloura 1 2 8
Hardware and Iron 010 1
Hessian Cloth. 010 1

The Baroda mills have an advaniage over the Cawnpore millg
when the freight paid on the stores is congidered. The advantage
ig due to the location of the Baroda mill, being nearer Bombay.
On a closer examination it appears that the advantage enjoyed by
the Boreda 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 purchage their requirements in greater quantity
and therefore get the advantage of lower wagon load rates.

FINISHED PRODUCTH

The Baroda mills manufacture largely woollen cloth and
blankets. Their markets extend throughout the country, such as
Cawnpore, Agra, Amritsar, Delhi, Ahmedabad, Bombay, Karachi,
Nagpur, Jubbulpore, Sholapur, Akola, Amraoti, Pangalore,
Calcutta, Tinsukia, Diburgarh, Gauhati (Assam), Muzzaflarpur, Patna,
Ranchi, etc. Railway rates, therefore, play a 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 centres of
congumption with a view to ghow the longer distances over which
the goods have to be transported, which entails substantially heavy
transport costs.

Rates per Maund from Baroda

Stations to Rates on Blankets Rates on Woollen Cloth
at I, L. at 0. L.
Rs. a. p. Ra a, p.
Amnritsar 212 5 212 b
Delhi 2 0 5 2 0 b6
Karachi 2 7 86 2 97 6
Cawnpore 2 2 7 214 0
Peshawar 310 6 310 6
Bangalore 31 5 315 5
Madras 3 7 9 3111
Muzzaffarpur 3 610 3 3 1
Tinsukia 516 9 6511 6
Dibrugarh 514 5 6 8 10
Howrah 4 2 6 2 511

The most striking feature of the foregoing gchedule ratesis
the relative high level, especially in the case of the last three
markets. In view of the length of the haul, it i not proper
to attribute injustice to the railway authorities. TUnder the
circumstances, one cannot help saying that in case Baroda
mills think it advisable to cater for these distant markets
in Assam, they ghould be prepared to pay higher freight. From
the standpoint of the railroad manager, it is economic to carry
goods from the port of Caleutta, 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 consignment,

R—14
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break of gauge, even if the distance is the same in both cases.
Railways bave 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 transport
system have perforce to advocate changes, to which pure transport
economics may geemingly fail to lend support. Let us explain the
statement further, The more important internal centres of trade
havebeen linked up to ports by a broad gauge railway system while
the internal towns, in their turn, are linked together with lines on
varying gaunges, broad, metre, and narrow. The result is that when
a congignment has to pass from one internal centre to another,
linked with railway lines of more than one gauge, ithasto pay freight
higher than if the same consignment were to travel on the same
gauge, Thus, break of gauge, which ig a Desetting gin of the
internal traffic, involveg higher cogts, On pure economic principles,
therefore, lower freight on port traffic iz apparently justified.
Begides, in the present cage, the distance from Baroda to Bengal
and Assam ig very great. In ghort, in these markels 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, ag to how far the railway rates
are capable of suitable adjustment, In the first place, the railways
may help to eage the situation by introducing a uniform classific-
ation. At pregent ag adverted to above some railways have higher
clagsification. Secondly, for woollen blankets lower rateg at O, R.
ghould be offered. Further, station-to-station rates ought to be
quoted to gome 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 copsignment,
irregpective of the distance on the individual lines, should be taken
into consideration. That iy, 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
tailway rates ig gimilar 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
cage of imports the question of railway rates does not arise
wb 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
rateg do affect the price of raw wool, but it iz very difficult to
precigely evaluate the effect, The millg, it i3 learnt, make their
purchase of raw wool in the city itself, and have no ageney system
of purchage ag is the case with the Cawnpore and Dhariwal Woollen
mills. The mills can get adequate quantities of raw-wool, because
ad aforesaid Bombay attracts raw wool from distant cenires 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 Bate Condition
Rs. a. p.
527 Marwar 1 8 11 R.R
581 Beawar 112 © »
697 Jaipur 2 1 7 "
885 Hissar 2 6 Y ”
1059 Fazilka 2 8 9 ”
840 Cawnpore 2 4 2 "
840 » 2 3 8 O.R.
838 Agra 2 8 9 R.R.
443 Raichur 111 & 0.R.
443  Via Raichur 16 0 » W/300 L.

FINISHED GOODS : PIECE~GOODS AND BLANKETS

The marketing of finished goods is, however, more interegting
from the railway point of view. One important feature of the
G. I. P. Railway tariffs, which strikes most in thigz connection is
the contrast in facilities offered for piece-goods and blankets,
Whereas numercus reduced rates, as special station.to-station
rates, are availazble for the former class of goods, the latter
ig denied all such facilitied, Seemingly, thiz differentiation is
due to the faet that traffic in blankets is far less than that
in piece-goods. But this differentiation ig justified only when the
traffic is offered in wagon loads, that ig, if the lower rates were
offered on wagon loads, there need be no advergse comments. DBut
that ig not so. Even on actual weight there is a marked difference
in the treatment and therates quoted. How the industry is affected
by the rates policy thus purgued 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

Miles Station to Piece-goods Blankets
Rates 0. R. Rates R, B.
Rs a. p. Rs. a. .
520 Nagpur 11110 11110
353 Khandwa 1 7 6 1 3 38
616 Jubbulpore 2 310 2 010
1223 Howrah 1 99 1 9 9
621 Bhopal 115 4 11111
702 Jhanst 2 97 0 2 b 3
839 Cawnpore 2 4 2 2 4 2
763 Giwalior 211 10 2 8 b
838 Agra 2 8 9 2 8 9
868 Muttra 2 711 2 711
057 New Delhi 210 3 210 3

The pogition portrayed above is pufficiently clear to need any
elaborate comments. Blankets and piece-goods are charged almost
the same rateg with the difference of the conditions of risk. It
will be recalled that the G.I. P. has an exception to the general
classification, and charges ‘¢’ schedule rate on piece-goods, which
is mubstantially 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 geen that the rateg on piece goods,
subject to minor exceptions, are gimilar to the 4th. class rates
on biankets, Thus, whereas there are good facilities offered to
the piece-goods traffie, blankets have to pay the class rate, and
no sgpecial station-to-station rates are offered.

The G. I. . Railway authorities may argune that they have not
made any exception to the general clagsification rate on blankets,
which is 4th class, as has been the case with the rate on piece-goods,
and therefore, in practice the rate on woollen piece-goods and
woollen blankets are practically gimilar, ag is the case with the
other raillways. This can be a very strong and plansible argument
in defence of the status quo, DBut, then the policy of the G. I. P.
lends itself to criticism from the other side. Omne may ask if
the (. I. P. can afford to charge the mame rates on woollen
blankets ag the other railways do, why should they not charge
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gimilar rates on piece-goods as well? That is, why should they
not make the 4th clags rate at 0. R., to which in fact the special
station-to-station rates work out, a general rate applicable from all
the mill centres to important consuming centres? In other words,
the (3. I. P. should charge 4th class rate at O, B. on piece-goods
from all cotton and woollen mill centreg, and ‘!’ schedule rate
ghould he applied on piece-goods traffic other than that from the
local mills. Therefore, with reference to the G. I. P. the charges
should be two-fold; firstly, that reduced station-to-station rates should
he quoted on blankets from the mill centres to important markets, ag
those quoted at present on piece-goods from Bombay ; and secondly,
the special station-to-station rates on piece-goods be extended to
other internal millg as well,

THANA WOOLEN MILLS

There isanother woollen mill known adg the Reaymond 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 millg ag will be pregently seen, In respect of raw wool
and stores, however, there ig only a slight difference of which a
pasging reference is sufficient.

RAW MATERIALS

The Thana Mills purchase their raw materialg at Bombay and
import direct from foreign countries and hence their position ig
gimilar to those of the Bombay Mills, except that they have to pay
trangport charges from Bombay to Thana. The millg transport
their raw materials from Beombay to the mill site at Thana through
their own motor lorries. Therefore, the question of railway
trangport does not arise.

FINISHED Goop$: (1) PIECE-GOODS

Railway rateg, however, play a more important part in market-
ing the finished products, piece-goody and blankets. The millg gell
their products to the agents f. o. r. millg, and therefore, they seem
apparently indifferent about the rates charged. But the effect of
railway rated in determining the prices at different markets, in
competition with the output of other mills or even of imports
cannot be go lightly dismissed, as the mill authorities seem to
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think. Rates on piece-goods to more important markets ap
tabulated below ;—

Rates per Maund from Thana'.

T Miles Station to Rate Miles Station to Rate
Re. a. p. Rs. a. p.
183  Chalisgaon 015 9 500 Bhopsl 2 0 3
241  Jalgaon 1 4 7 290  Burhanpur 1 8 8
142 Manmad 012 4 819 Cawnpore 213 7
276  Amalner 1 2 9 99 Poona 0 8 9
333 Khandwa 112 3 417 Hyderabad 2 8 b
263  Sholapur 1 6 b 673 Dangalore City 2 3 7
187  Ahmednagar 1 011 681 Jhanm 319
218 Dhulia 1 2 8 177 Surat 010 9
500 Nagpur 210 2 320 Ahmedabad 1 2 2
5656  Jubbulpore 3 21 257 Baroda 014 11
1200  Shalimar 111 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. If
will be seen that the rate to Nagpur for 500 miles is Rs. 2-10-2,
but for a gimilar distance to Bhopal the rate of Rs. 2-0-3 per
maund i8 quoted. It seems strange that the rate ghould be so high
in the cage of Thana, when from other centres like Bombay and
Cawnpore the rate comes to be Rs. 1-11-10 and Ra. 1~13-5 per
maund, for 250 and 561 miles respectively, Similarly the rate to
Jubbulpore is unduly high, because when the rate is Rs 2-3-7
to Bangalore for 673 miles, it is unfair to charge Re. 3-2-1 for 595
miles. The Shalimar rate is adjusted aceording to Bombay rate.

But the more important question is to examine the relative
trangport position of Bombay and Thana ag affecting the marketing
facilities. When the two foregeing tables are brought together
the situation becomes clear. One ig impressed with the striking
coniragst between the two tables, and the relative advantages
enjoved by Bombay over Thana in matters of railway freight, 1t
will suffice to take a few illugtrations 1o substantiate thig statement.
For instanee, the rate from Bombay to Nagpur is Rs, 1-11-10 for
520 miles, whereag from Thana it is Re. 2-10-2 for 500 miles,
Similarly, to Jubbulpore the rate from Bombay is Re. 2-3-10 per

1 Vide, Letter of the G. I P. R. No, R. Q. 3/13 dated 9-9-1932,
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maund for 616 miles, but from Thana the rate is Rs. 3-2-1 for
595 miles, Thege instances show how higher rates are levied for
ghorter distances. Apain to Bhopal, Jhansi, Cawnpore, ete., the
rates from Thana are higher than those from DBombay, even
though the distance in the former cage is lower than that from
the latter.

FINISHED PRODUCTS: (2) BLANKETS

Rates on woeollen blankets may now be examined. We cite
below a few rates which will give ug the important trends of the
rates policy, as effecting the marketing of woollen blankets manu-
factured by the Thana Mills,

Rates per Maund from Thana

Miles Station to Rate Milegs Station to Ruale

Ra. a. p. Rs. a. p.
183 Chalisgaon 010 5 819 Cawnpore 211 4
241 Jalgaon 013 5 99 Poona o0 6 1
276 Amalner 015 3 471 Hyderabad 1 9 8
333 Khandwa 1 2 2 673 DBangalore 2 3 7
263 Sholapur 014 7 177 Surat 010 9
197 Ahmednagar 011 2 320 Ahmedabad 1 2 2
500 Nagpur 110 10 257 Baroda 014 11
500 Bhopal 110 10

Fortunately, the rates on woollen blankets, ag quoted above, do
not show 80 many discrepancies, as is the cage with piece-goods,
and geem to be more reagonable. Thus, for instance, the rates on
hlankeis to Nagpur and Bhopal are equal, the distance being the
game in both the cases, but in the case of piece-goods, ag already
pointed out, the rate to Nagpur iz 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 igso becauge
there are no special slation-to-gtation rates on blankets from
Bombay.

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 casea.
There ere 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 Cawnpore is Rs. 2-4-2 per maund, but from
Thana Rs. 2-11-4 are charged. Why this apparent discrepancy ?
Here ig 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 latier case (Howrah-Cawnpore) is shorter
the actual adjusted rate charged in the former case {Bombay-
Cawnpore) hag of necessity to be low, if the import traffic passing
through Bombay to Cawnpore is to be maintained. The apparent
anomaly is therefore explained, and justified on the plea of port
competition. The effect of thig policy on the indigenous indus-
trieg is manifestly adverse ag can be peen from the present case.
The import traffie gets better facilities at the cost of internal traffic.
Under the circumstances one may well question the continunance
of thig port competition. As imported traffic can be carried
more econgmically to Cawnpore through Calcutta port, it is
undegirable that the same ghould be diverted to Bombay, Even
on pure economic grounds, this is unjustified, becauge it costs mors
to carry a given load to Cawnpore 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 sum up, the relative position of the Thana Woollen Mills
( Reaymond Woollen Mills ) in respect of railway rates, it should be
noted that the millg have a slight disadvantage as compared with
the Bombay mills with which they have to compete. This
disadvantage is off-get by certain advantagesin other respects which
the Thana mills have over those at Bombay, and therefore does
no} restrict the sales of the output in the market in competition
with the Bombay mills. In respect of raw materials, the Thana
milly are almogt in the same position ag 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 an
advantage in certain markets due to port competition. But the
anomalies are more common in rates quoted on woollen piece.
goods and here Bombay has better facilities,
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BANGALORE WOOLLEN MILLS

PBangalore City, in Mysore State, is another important centre
of the woollen industry. This is a very important centre of woolien
mills in Soulhern Indis, but we are unable to do full justice to it
because of the scarcity of the requisite data. With reference to
the location of the mills, in respect of the supply of raw materials,
it may be noted that raw wool is generally purchased from the
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. DBellary is one of
the important districts, known for its output of raw wool, and the
rate per maund charged to Bangalore City is Re. 0-11-7. Wool is
algo brought from distant eenttre like Kalimpong, and the rate per
maund works out at Rs. 5-9-7. Therefore, 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
degpatching stations, but our general conclusiond 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

through Madras, and the pogition in respect of rates on different
articleg is as follows ;—

Materials Current Role Pre-war Botla

(1932.) (1912)

Rs a. p. s a. p.

Lubricating Oil 0 8 9 06 7
Caunstic Soda 0 8 0 0 9 8
Soda Ash 0 410 O 6 7
Machinery parts 0 8 ¢ 0 6 7
Leather goods 1 0 4 012 8
Colours, paints & dyes ( Div, A )’ 012 6 0 9 8
" " w (Div.B) 08 9 08 7
Hardware, N. Q. C. 1 0 4 012 8
Gunnies 0 8 9 06 7
Soap 0 8 9 ¢ 9 8

In respect of aunxiliary raw materiala algo, as the foregoing
rates indicate, the Bangalore mills have no disadvantage when
compared with centres like Cawnpore, Dhariwal or even Baroda,
albeit Bombay and Thana milld bave an advantage in as much 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 average
there has been an increase of about 30 per cent. There i8 nothing
particular about thig 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 gsaid about this question on
geveral 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 particunlarist proclivities of the Indian
railways, as affecting the woollen industry. It would be better,
therefore, to analyse 2 few rates from Bangalore, to some more
important consaming markets, so ag to precisely understand the
nature of railway facilities offered to the mills.

Rates per maund on piece-goods from Bangalore

Station to Route Rate (0. R.)
Bs. a p
Jalarpet 0o 5 7
Guntur 1 00
Bezwada 1 81
Nellore 015 11
Poona 2 1 4
Shalimar Waltaire 2 0 0
Ahmednagar Yia Raichur 2 9 2
Bombay » FPoona 2 01
Ahmedabad +s Hogli and Dadar 212 7
Baroda " " " " g€ 9 4
Ajmey , Poona and Dadar 4 7 8
Cawnpore woon " " 5 6 0
Delhi y»» Bellarshal 4 410
Nagpur " . 3 3 8
Amritsar ,» DBellarshah and New Delhi 65 1 2
Peshawar » 1 ” ” 6 011
Madras 012 ¢

TRANSPORT DRAWBACEKSY 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, o far as the markets in the vicinity
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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 markete.
Woollen goods are not in great demand in the Madras Presidency,
because of the climate, and whatever demand exists i8 generally
for finer clagses of goods which is supplied by the imports
Therefore, in the first place the demand for woollen piece-goods
in the Presidency, such as are manufactured by the Indian Woollen
millg, ig congiderably limited, and secondly, there is the compe-
tition of the other mills and of the imports ag well. This compe-
tition increages in intensity in more distant markets ag noted in the
foregoing statement. In more important towns in the Bombay
Pregidency, the Bangelore mills have to face the competition of
the Bombay mills and of the Cawnpore and even Dhariwal
Woollen milis. As for the markets in Upper India, they are
almost bolted against the Bangalore mills because of the increased
internal competition, It is needless to say that the Cawnpore
milly 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 Presidencey, but in other
marketd, as aforesaid, they have to face the gerions competition of
other mills. This shows that the potentialities of the Bangalore
woollen mills are congiderably limited. At this point, it may not
be irrelevant to suggest that in future no new woollen mills
ghonld be established in the Mysore 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
milla would in fact become precarious. One may question the
economic justification of the number of woollen mills actually
working to-day in Bangalore City. Tt may be suggested that if
one of the three woollen mills located at Bangalore shifts its plant
to Madrag, the step would prove beneficial to the Indian woollen
indugtry in general and the mill go ghifting in particular. The
present difficnlties of the Bangalore woollen mills are therefore
due to the location of the mills, the limited extent of the markets
and the internal 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
consignments over two or more lines. But in mattergs of rate-
making, Indian railways generally follow an individualistic policy,
and therefore, when the consignment passes over more than one
line, no special station-to-station rate, lower than the class rate, ig
available, which would have been obvionsly 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 discnssing the transport facilities of other millg, 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 cage of Bangalore mills has been singled out, because
of the greater transport disadvantage under which they have to
labour. The G. I. P. has special classification for piece-goods,
which ig higher than the general classification, and therefore when
the consignments from Bangalore have to pass over the G. I. P.
Section they are charged the class rate, while from Bombay
special station-to-station rates are quoted. The effect of this poliey
ig that internal trade suffers and the import trade gets an undue
advantage over the internal trade. That ends our survey of ihe
Indian Woollen Mill industry. We ghall now briefly outline the
important features of Cottage Manufactures.

COTTAGE MANUFACTURES
BLANKETS

The Manufacture of blankets is scattered over the whole
country becausge it is admirably adapted to the needs of the
agricultural popunlation, and it is from them that the demand
primarily comes. The process of manufacture being simple,
generally the village shepherd himsgelf manufactures the blankets,
either with his own wool or that purchased from the neighbouring
areas, in leisure hours when he is free from hid field, and the
product he thus turns out ig readily purchased by the villagers,
often at the cottage of the producer. Rightly has the * Cumbli’
been characterised as an article of great ulility at a small cost®,
In short, Cumbli iz a great source of solace and service to the

T Seg the Provincial Mono raphs,
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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
gurvive 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™. But history has
gshown that ecience can gerve alike the rich and the poor, and
therefore, we find to-day, that the blankets, turned out with the
help of machinery, have guccessfully attacked the citadel of the
Cumbli, hitherto thought to be impregnable. The industry shows
unmistakable signs of decay. Tt will he recollected that railway
transport has 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
ofthe raw material, therefore, being almost negligible, the finished
product i3 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 ig carried on at different centres
in private factories as well as jails, and i3 relatively more important
from the standpoint of railway ftransport. The carpets thus
turned out are generally experted to Furope and America, albeit
there is gome internal demand from the upper and higher
middle classes. It may be noted that the jail competition hag
advergely affected the manufacture in private factorieg, because
of the unfair advantage in labeur 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 Messra. 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. W, Pim’s Monograph.
g, Vide, Report on the Industrial Survey of the Agra District.
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manufacturing carpets. The Otto Factory has it branches in
centres like Gwalior, Amritsar and Shrinagar®. Wool of finest
quality i8 uged which is either purchased locally or imported
from the unjab and Rajputana.

Mirzapur is another important centre where carpet weaving
is largely carried on, as an occupation subsidiary to agriculture
by both Hindn and Muslim inhabitants. The number of looms
thus working in the district have been estimated to be about
3,000% 1In the city proper there are some factories as well, of
which the firm of Messra. BE. Hill & Co., i8 more important,
Wool ig imported from Agra and Jhansi in addition to the local
produce. The imports of wool in the year 1920~21 have been
roughly estimated on the railway returns az 2158 maunds.
European firms import their raw meterials of superior quality
from Woolen mills at (awnpore and the Punjab. Railway
returng show that in 1920-21 carpetg weighing about 11,352
maunds were exported, Manufactures are specially suited to
European tagtes and the designs are accordingly executed. About
90 per cent. of the carpets made in Mirzapur are exported to
Europe, Australiz and America,

There are sgeveral other centres like Jhansi, Jaunpur ete.,
in the United Provinces. In the Punjab we have centres like
Multan, Amritsar, Labhore and Montgomery., From these centres
carpets are largely exported to the United Stateg of America. In
Madras the principal centres are Muslipatam, Ellore, Ayyampet
and Walanjar. But here the industry is declining.

From the foregoing survey it will be geen that Cumblies or
blankets manufactured on handlooms are generally sold in the
neighbouring markets, and therefore the railway rates do not play
any part either during the stages of manufacture or of marketing,
Carpets are however important from the railway point of view,
but the article being generally clasged in the category of luxuries,
and higher in price, the railway 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 Industrial Survey of Mirzapur Distriet, p. 21.
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invariably available. It ig needless to dilate on fhis any more,
because the rateg tabulated below speak for themselves :—
Rales per Maund on Carpets lo Howrah
Miles Station from  Rate {O.R.) Rate (R.R.)
Rs. a. p. Rs a p.

631  Cawnpore 210 212 ¢
465  Jaunpur 1 8 8 2 010
549 Fyuabad 113 0 2 6 8
4568  Mirzapur 1 84 3 0 4
818  Moradabad 21011 3 9 3
788  Agra City 3 89 3 6 5
879  Najibabad 214 1 313 8
429  DBenares 1 610 114 4
616 Lucknow 2 0 6 211 3

RESUME : THE TRANSPORT POSITION OF WOOLLEN
MILLS RECAPITULATED

Of the Indian Woollen Mills by far the most important are
the Cawnpore and Dhariwal Woellen Mills in respeet of the
quality ag well as the guantity of their output. They have been
able to carry on specialisation to alimited extent and their products
tind markets throughout India, In respect of railway transport, as
adverted to above, these mills are able to eliminate considerable
waste in trangport costs, which otherwise creeps in, with the aid of
well-organised arrangements, both for the purchase of their raw
materialg and the sale of their finished products. The quantity of
raw wool purchased from the regpective markets is delivered to the
nearest of the two mills, and thus substantial savings are effected
in transport costs. In marketing again, the overlapping of the
marksting area and the waste in transport cogts resulting thers.
from, in respect of goods which are manufactured in both the
mills, i3 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,
egpecially for marketing the finished produwcts. Being located at
8. congiderable distance they have a gubstantial protection from the
competition of imports. DBesides, due to severe winter in {he
Northern India, woollen goods are largely consumed there, and
these markets are relatively nearer to the mills. In fact, in
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certain varieties of goods, these mills enjoy almost a quasi-
monopoly in Northern India, becauge 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
pecondly, the high cost of production. Due to large scale
production and specialisalion, which these two mills have been
able to carry out, their cost 0. production per unit has fallen, and
it is to-day lower than those of other mills,

The Bombay Woollen miils have some advantage in railway
freight on raw materials, both on raw wool and the mill stores,
In regpect of railway rateg on finished goods ag well, they have
some advantage in the form of special station-to-gtation rales,
which are quoted from Bombay to the more important consuming
markets, especially on the G, I. P. But, notwithstanding these
gpecial station-to-gtation rates, the Bombay mills suffer under a
serious handicap, due primarily to their location, distani from the
more important consuming markets, and the consequent higher
railway freight. Again, the numerical strength of the mills in
this part of the country i8 great, and it has been doubted as to
whether India needs a large number of small units of woollen
mills or a small number of large unitg, The economic factors are
unequivocally on the side of the latter alternative, and the
goundnegs of the status gno has been seriously challenged. From
the transport standpoint a large number of the woollen mills in
this part of the country has created unhealthy 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 geverely felt, Iigher
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, o 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 and present,



WOOLLEN INDUSTRY 121

and attempts to offer a scientific explanation of the difficulties the
industry is faced with, Enough hag been gaid about the defects in
the organidation of the industry as an important cause of the present
difficulties with special referance to railway rates. It cannot be
gaingaid that this question needs a more detailed examination which
the limited scope of the present chapter could not permit.

But, the rates policy has several defects which we bave pointed
out in the foregoing pages, and its effects on the woollen mills
sevorally have been dealt with. These defects in the rate structure,
which were ignored when the industry wag relatively prosperous,
are more sgcriougly felt now that the industry has fallen on evil
days. To-day even a glight relief which could be offered to the
industry wonld have its own value. We ghall, therefore, cutline
in brief the suggestiond which may be helpful fo 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 present rates policy should be modified as follows:—
(a) Special station-to-slation rates should Dbe fixed for
woollen picce-goods and blankets, from the mills to
important consuming markets.
(b) Station-to-station rates should be quoted for raw wool
from the more important collecting cenires to mills,
(¢) On blankety a scparate classification for owner's rigk
and railway risk ghould be applied.



CHAPIER 1V
CEMENT
EVOLUTION OF THE INDIAN CEMENT INDUSTRY

The Indian Portland cement industry 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 thousand tons in 1911-12 to
about 160 thousand tong in 1312-13 was in fact tempting to Indian
indugtrialists, Naturally several companics were floated thereafier,
and during 1912 to 1916 the following cement companies were
started :—

Name of the Compuny Capacily

Indian Cement Co. Litd. 20,000 tons.
Eatni Cement & Industrial Co. Lid., 30,000 tons.
Bundi Portland Cement Co. Ltd., 26,000 {ons.

Asg a reault of the outbreak of the world war, the output of the
above companies came under the control of the Imdian Munitions
Board in 1915, and very liltle cement from these factorics wag
available for works other than Government during 1915 to 1919,
Besides, due to the shortage of shipping facilities the imports of
foreign cement also received a setback and the prices hegan to
mount up, and rose as high as Rs. 250 perton. The prices paid by
the Government to the Indian cement factories, whose output they
had econtrelled, ranged from Rs, 42-8-0, to Ra. 70 per ton, while
during the same period imported cement cost from Rs. 80 to Re, 250
per ton. It will, therefore, be seen that the establishment of this
industry, just at the 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
wag 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 circles,' The existing cement companied therefore took
steps to increage thelr output, 3 number of fresh companies in
addition were floated, and works constructed to meet the anticipat-
ed enhanced demand, go that in 1923 the productive capacity rose
approximately to 600,000 tons, with a capital investment of about
415 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 whoge manag.
ing agents are Messrg. Tata Sons, Ltd., opened another factory at
Banmors, known ag the Gwalior Cement Company, and under the
game managing agency & third cement company was floated
under the name of the Shahabad Cement Company. Therefore
Tata Sons alone have three eement factories working at different
centres which will come for detailed reference later. Thug, the
growth of the cement industry during the post-war boom, during
1919 to 1923, was at once rapid and remarkable.

THE QRGANISATION 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 organigation
of the industry. Due in no small measure to the peculiar
distribution of the varicus raw materials requisite for cement
production, railway transport hag come to play a very prominent
part both in the prodnction and marketing of cement. 'The
location of a factory is determined Ly the vicinity to raw
materialy, coalfields and markets. Indian cement factories are
faced with peculiar difficalties, 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 increased the intensity of competition and makes

1. "After the war when the worka at present in abeyance will be continued
the requirements will be greater than ever.....,...the ontput of these
factories being very much short of the present demand even, it will
obviously not suffice for future requirements and there is still room for
additional works in other parts of India.”

Vide, the''Indian Munitions Board Handbook.”
9. Figures of capital investment quoted in the Evidence Volume of T, B,
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the question of trangport vital for the very existence of the
indigenous indugtry. The problem is primarily one of railway
transport, which we now propose to analyse,

THE C. P. GROUP OF FACTORIES

For the convenience of tne study of the cement industry in
jts relation to railway transport, we have tried to group the several
factories according to their geographical situation wherever
possible. It hag, however, heen found that grouping has been
possible only in two cases, Katni and Kathiawar groups, because
most of the factories are scattered over the wide range of the country
form Wak in the Punjab to Dwarka and Porbundar in Kathiawar,
Shahabad in the Deccan and Japla in Bihar and Orissa. Apart
from the advantages or otherwise of this distribution, what i8
intended to convey here is that a convenient grouping of all the
factories i# impossible.

The Katni group comprises three cement factoried, the Katni
Cement and Industrial Company, the Central Provinces Cement
Company and the United Cement Company of India. The Central
Provinces Portland Cement Company was registered under the
Indian Companies Act in 1919 and started working in 1923. The
ghares of the Company are held by Indiang as well as EKuaropeans
resident in India. The factory is situated at Kymore near Jukehi,
on the G. I. P. Railway, and the capacity of the plant was 100,000
tons of cement every year.'! As for raw matcrials, lime-stone and
clay are awailable in good quantities on the Company’s own
property within a mile. Gypsum is brought from the Punjab and
Rajputana by rail, and the freight 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 Rajputana
gypsum is inferior.® The vicinity to coalfields is a clear advantage
which has helped to reduce the cosis appreciably, Burhar coal

1, The plant of the Company is lLeing constantly brought up-to-date
consisting of a clay mill, crushing house and saw mill, three rotary
kilns, coal plant, cement grinding mills and three silos 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. ig uged for boilers, but its quality being low Jbaria coal is
brought from a distance of about 500 miles for kilns., The factory
therefore, is relatively better situated in respect of coal supply.
The more important markets of the factory are Bombay and
Calcutta both of which are equidistant from the factory, about
6350 miles.

The Kaini Cement and Industrial Company was floated in 1912
a9 a public limited company and the capital invested is primarily
Indian. All the Dircetors are Indiang, The factory is situated ab
the village Tiluri about 2 mileg from Katni junction of the G. 1. P.
and B. N. Railways and commenced working from January 1915,
Both ecement and fire bricks are manufactured. Limestone and
clay are obtained mainly from the quarries in the neighbourhood
of the factory and only a small porfion hag to be railed from
another quarry at a distance of about 20 miles. Gypsum is brought
from Marwar. Ag regards the coal supply C. P. coal is used in the
boiler which has to pay 2 freight of abont Rs. 2-6-3, and kiln coal
ig brought from Bengal over 450 miles and Rs. 8.8.0 per ton is
paid for the railway freight. The markets are the same ag those
of the C. P. Cement Company. The maximum capaecity of the
plant rose to &5,000 tons in 1930.* The eement iz manufactured
by ‘' wet” process, and in addition to the ordinary cement the
factory turng out a rapidly hardening cement known as
' Katnicrete".

The United Cement Company of India has its factory situated
at Mehgaon, 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 and commenced working in 1922,
having a maximum capacity of 60,000 tons, In 1927, however,
the Company was reconstituted nnder the present name and the
capacity of the plant i3 at present about 435 to 50 thousand tons
per annum. Asg for the raw materials, limestone and clay are
found in large quantities near the 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 1831.
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THE KATHIAWAR GROUP OF FACTORIES

The Kathiawar coment factorics are situated near the ports
and thus have an advantage in marketing their produce. The
factorieg are two in number, the Indian Cement Company and the
Okha Cement Company. The Indian Cement Company was
registered as a public company in 1912 with a capital of
Rs. 12,25,000 which was mised in 1916 to Rs. 19 lakhs, and the
authoriged capital was raised from 20 lakhs to 60 lakhsin the
game year., This increage in capital was brought about with the
object of extending the company’s works at Porbundar and also
the extension of the company’s undertaking by the formation of a
subgidiary company for the manufacture of cement in the Gwalior
State in Hyderabad, The Works are gitnated in Porbunder State.
Limestone and siliccons stone deposits are sitnated on the
Porbundar State Railway, aboub 7 miles from the Works, sidings
connecting the game ; and the reguigite clay is obtained f{rom the
alluvial deposits adjoining the works site. It has to Do noted
that though the Porbunder qarries are situated only at a distance
of about 10 miles from the Works, the cost of transport rose to
Ra. 5-0.0 per 200 maunds of lmestone in 1924, becanse of the
transference of the railway line from the Porbunder State to
the Gondal State. When, however, the line was re-transferred
to the Porbunder Stale, the Company made representation to the
State anthoritied for a reagonable reduction in rates and the reqguest
was granted, Onec important fact that emerges ont of this con-
sideration ig the importance of transport costs which can make
and unmake industrics. The fale of our cement industry
depends vitally upon the aititude of the railway authoritics,
Gypsum ig the only other raw material necded but the depositg
of needle-ghaped pieced of gypsum mixed with clay occur on the
marshes within o few miled of the Works ; besides, the total con-
gumption of gypsum does not exceed 5 per cent. of the ountput of
eement. Coal is not within easy rcach of the factory and has to
be brought from a distance of about 1442 miles. The cost of
trangport here becomes very important. Thus, when the company
was started it was estimated that Bengal coal would not cost more
than Rs. 15 per ton at the Works. Subseguently, however, due to
freight difficulties the railway rates were enhanced", so that in 1914

1. Vide Evidence recorded by the Tariff Board,
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the actual cost of coal rose to Re. 30 per ton delivered at Works.®
This wag becauge the coal which formerly used to have rail-cum-gea
route to Porbundar was forced to the alternative rail route for the
entire distance. With the resumption of rail-cum-gea route the
transport charges have fallen again and to-day the freight igs about
Ry, 14-8-0 per ton from Bengal. It is clear, therefore, that the
freight on coal ig a heavy charge, more so becanse about half a ton
of coal is required for every tone of cement produced; coal
form4 the principal iltem in the eost of production of the cement
industry. Of the total amount of coal consmned, a part is brought
{rom C. P. coal collieries, viz. Parasia, and Iklerah and the railway
froight paid ig Ry, 11.12-6 per ton.?  In view of the great distance
between the factory and the colliery the freight on coal ig not
heavy, but the surcharge of 15 per cent. which the Railway Board
hag now levied ig sure to inereage the cost of production of cement.

Another cement company in Kathiawar is the Okha Cement
Company, situated at Dwarka, a sea-port. This Company was
floated in 1928 for the purpose of acquiring and re-starting the
coment factory of the Dwarka Cement Company. The factory
wag orviginally conslructed in 1919 by the Dwarka Cement
Company and commenced working in 1822, with a capacity of
100,000 tons.  'The capacity of the works as reconstituted at present
ig 80,000 tong per year. 'The site of the Works al Dwarka is about
18 miles from the all-weather port of Okl and is aldo on the
Junagadh and Dwarka Railway. 1t i8 therelore in a good position
to gerve Wegtern Indin with ecmoent by rail and to export to other
ports. The raw naterials used are limestone, clay and gypsam,
The first two are drawn from local quarries situated within 2 miles;
limestone is blasted by means of gunpowder and then loaded by
hand into the trucks, the truek being drawn to the factory by steam
locomotives; and clay is dug {from the pitg and transported to the
factory in a similar manner. Gypsum ig oblained from Navanagar
State which is gitnated from the factory at a distance of about 40
miles. The relative cost per ton of the raw materials in the year
1923 wag as follows :—

Stone e Ra. 1 7 6
Clay e Re 113 0
Gypsum ... Ra, 2110 ¢

1. Vide Chapter on the Coal Industry.
2. Vide, Coal Tariff, G. I. I, Railway.
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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 the Tariff Board that “ whereas stone and clay were
ahout 123 and 40 thousand tons respectively, gypsum consumed
wag 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 Company, becauge coal used in boiler ig brought
from C. P. and for kilos from Bengal. During 1923 and 1924 even
Bengal coal wag brought by rail due to freight difficulties as pre-
vionsly adverted to, and thercfore the railway rates charged then
were about Rs. 14 per ton for C. P. coal and Re. 20 to Rs. 21 per
ton for Bengal ecoal. Later, however, the rail-cum-gea route and
the reductions in railway rates on coal lowered the cost of

transport.
BUNDI PORTLAND CEMENT COMPANY

Now we sghall review the position of cement factories other
than those of the foregoing two groups. The Bundi Portland
Cement (ompany, or as it wad then called the Bundi Hydraulic
Lime and Cement Company, wag registered in 1913 and manu-
factured both cement and lime ; it assumed its present name in 1916.
The Company hag a capital of Rus. 40 lakhs in shares of Rs. 10
each, and the factory is situated at Lakheri in DBundi State,
Rajputana, on the main line of the B, B. & C, I. Railway, Nagda-
Muttra 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 because the
limestone available in the Company’s quarries contains silica and
aluminia in the requisite proportion. The limestone guarries
are situated about a mile from the Works, The mining
leage is obtained from the 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 rovalty 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
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renewsal.! Gypsum ig partly obtained from Jodhpur and Marwar
and partly from the Salt Range of the Puniab. Coal for kilng ig
obtained from the Bengal coalfields frem a distance of about 800
miles, and for boilers from C. P. over 500 miles. The freight on
Bengal coal was Ra. 8-8-0 per ton in 1916 which gradually roge
to Rs. 12-0~0 in 1924, From (. P, the freight was about
Ra, 5-0-0 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 ig lower per mile.

THE GWALIOR CEMENT COMPANY

The Gwalicr Cement Company was registered in 1919 ag
referred to ahove ; 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, cloge to the main broad guage lipe,
from which sidings enter the works to facilitate the receipt of coal
and gtores, and the despateh of cement direct from the warehoused
to stations anywhere on the broad guage lines of India without any
transhipments. The outputis 45,000 tons of cement per annum,
and the entire plant has been so designed as to permit of doubling
the cutput at an expenditure of about 20 lakhs ; the present build-
ings being large enough to contain the additional plant, while
geveral sections of the existing plant alrcady have a capacity
sufficient for twice the present production.

Asd regards raw materialg, limestone ig obtained from the hill
of limestone gituated at a distance of about 32 mileg from the
Works on the Gwalior State Railway. Clay id obtained from
deposits within a mile of the Works. The limestone is quarried
and transported in 16 tons capacity high-sided bogie wagons on the
Gwalior Light Railway running from the quarries to the crusher in
the factory. Clay ig transported by means of donkeys. A cess of
Rs.. 1-4-0 per ton of cement going out of the Worka is levied by the
Gwalior Durbar in lieu of royalty on raw materials, concession
charges, etc. Thus railway freight on raw materials i not very
material ; even gypsum which is brought from Marwar does not
affect the cost appreciably. Freight on coal is an important item.
Coal ig obtained from the Bengal coalfields and from the Central
Provineea collieries, half to half, being used in kilng and boilers
respectively. The cost of coal in 1925 was Rs, 12-0-0 per ton for

R—I17
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C. P. and Rs. 20-0-0 per ton for Bengal coal, f.0.r. Banmore. Of
this 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 be idle to deny
that the factory, in common with others, suffers from the natural
disadvantage of being distant from the coalfields.

THE PUNJAB PORTLAND CEMENT CO.

The Punjab Portland Cement Company was eetablighed 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, aboui 30 miles north of Rawalpindi, with sidings into the
Company’s property the plant consists of two rotary kiln uniis
with a capaeity of 80,000 tons, the power being driven from the
gteam turbo-alternater, The raw materials used are limestons,
clay and gypsum ; the first two being available in the vicinity of
the factory, and the last i3 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 1923. A small quantity of coal is also obtained from the
Makerwal collieries which are only about 123 miles off entailing
freight of about Ra, 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, hag a great
disadvantage in coal supply due to its remote location from
the Bengal coalfields.

THE SHAHABAD CEMENT COMPANY

The 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 consequeni{ heavy cost of traneport. The factory
commenced production in 1925. It is situated at Shahabad,
Decean, on the G. 1. P. Railway mainline from Madras to Bombay,
with sidings into the works, The equipment i# up-to-date, having
an annual capacity of abont 100,000 tons.

Limestone and clay are brought from the Company’s-own
gnarries about 3 miles from the factory on a Light Railway, by the
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Company. 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 halance from the Bengal
coalfields. The distance from the Bengal conlfields is great and
therefore the freight on Bengal coal i an important item in the cost
of production of cement. No doubt Singarini coal, being available
nearby, relieves the burden of freight charge, becauge for power pro-
duction Singarini coal isused, and a mixture of S8ingarini and Bengal
coal is ueed in kilns. But due to the longer distance over which
Bengal coal hag 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 Re, 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 factorieg 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 ag
against -152 pie per maund per mile on the Singarini coal.?

THE BONE VALLEY PORTLAND CEMENT COMPANY

The Sone Valley Portland Cement Company was started in
1922 and its works ore sitvated at Japla, on the E. I. Railway.
The raw materials used are limestone and shale, the former
being supplied from Rohtag quarries, abount 5 miles from the
works on the other side of the river being transported by a
ropeway. Clay igavailable in the vicinity of the factory. Gypsum
ig brought from Jodhpur. For generating power, Bengal coal is
used and is brought over a distance of about 200 miles, the freight
charge being about Ru. 5, per ton. Thus, the comparative proxi-
mity to coalfields, which this company possesses, brings to relief the
gtrength of the factory and it8 lower cost of production. QOne
more fact should be noted in the organisation of this factory
which affects the cost of produection. It is furnished throughout
with antomatic appliances o complete that from the time the raw
materiald enter the mill until the finighed cement i 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 discussion refer to the Chapter om Coal  Industry.
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required only to tie the gack. The factory has cost more than
Re. 80 lakhs to build and equip and ths plant has 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 appreciable
natural advantages in respect of raw materials, because limestone
and clay of excellent gualities are available in the vicinity of the
factories. Gypsum, another raw material, has to be carried over
long distances and the cost of trangport iz a little high; it is not,
however, a very heavy burden as it forms only 5 per cent of the
final product. In respect of coal supply the cement factories are
working under great disadvanfages and the freight on coal raises
the ecost of production unduly high. Again, from the location of
the factories, it hag 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 algo
been lowered subsequently, though the plea for special concession
on coal freight has not as yet received due eonsideration at the
hands of the Government of India or the Railway Board, the

industry hag recorded a steady progress and further 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 inanguration of the Cement Manufacturers’
Asgociation. This broad division in our survey is necegsary,
because the inefficiency, the reckless and cut-throat competition,
inter se, of the cement factorieg, which characteriged 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.



CEMENT .. 133

THE ERA OF COMPETITION

In this pre-consolidation era, or the era of competition ag we
have characterised it, the policy pursued was one of undiluted and
gelf-seeking individualigme, 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, becanse it brought home the baneful effects of mutual
mistrust and mizunderstanding, the escape from which lay in
making combination and consolidation the watchword of the poliey
to he pursned. The remedy lay within; the ending of “internecine
conflicts” wag the proper course to redort to. I was pointed out
that “'the primary remedy for the complaint from which the
industry is suffering lies in the hands of the manufacturers them-
gselves. Costs are high, and prices are low, simply because there
are two many factories, and 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 agresment and prefer
to pursne a policy of mutual extermination, the remedy will
automatically be applied by economic forces.”” .

In order to realise the nature of the problem befors the
industry, we shall in the first place outline the wastes in transport
cogts involved, and the higher railway freights which the cement
factories had to pay in marketing their output in the competitive
area. The ports are the competitive areas. They are the largest
congumerg of cement. Both the imported and the lecal cement
try to obtain a market in the ports, The local factories were
gituated at a distance from the ports. Besides the factories which
were situated nearest to the ports like Bombay and Calcutta, 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 production.

FREIGHT PAID BY THE C. P. GROUP OF FACTORIES
ON CEMENT

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

1. Vide, Report of the T. B. Para. 81,
2. Vide, Report of the T, B, Paia 62.
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factorieg, have common marketg, and it was admitted before the
Tariff Board thet 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 net 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 te pay in placing its cement in
different-port markets® :—

Market Freight Price
Rs. & p. Rs.
Bombay 15 8 0 a6
Caloutta 11 ¢ 0 6%
Madras 3 ¢ 0 81
Karachi 28 4 0 79
Rangoon 25 0 0 76

The markets shown in the above table are important port
towns, which taken together consnme ahbout three-fourthg of the
total cement consumed in India. But the freights tell a very
interesting tale, varying as they do from Rs. 11-0-0 per ton in the
cage of Calcutta to Ra. 30-0-0 per ton for Madras. It brings to
relief the importance of freight charge in relation to the digtance
between the factory and the port towns. It is needless to point
out that an article like cement cannot hear a freight of Res. 30 per
ton; it is uneconomie. Thig is due 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, therefors, 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 column of prices. These are the prices at which the company
could place its cement in the regpective markets. But the actual
gelling prices as guoted from day to day in the markets were far
below these figures. The highest price which Indian cement counld
then fetch was Rs, 64 per ton. Sometimes the price realised was

-1, Vide, Evidence recorded by the Tariff Board, P, 101-102,
9, Compiled from the evidence of C, P, Portland Cement Qo.
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far below this.! But even assuming that the highest price could be
realised, the figures indicate that the factories would have to suffer
loss in almost all the markets, except Calcutta, varying from Rs. 2
per ton in Bombay to Rs. 17 per ton in Madrag. Except Calcuita,
other markets were therefore uneconamic for this group of factories.
Begides, the relative disadvantage in regpect 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 againgt the heavy freight paid by the Indian factories.

‘We have thus established the fact that the freight charge was a
gerioug item, dne partly to the geographical location of the factories
and partly to the internal competition.

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

Factory Freight per ton
Re ». p.
The Central Provinees Portland Cement Company ... 15 8 0
The Katni Cement & Industrial Company e .. 1380
The Jubbulpore Portland Cement Company ... 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 eement was high and restricted the markefing area of
Indian factories, Omne of the reasong for the high freights can be
traced to the individualistic tendencies of the Indian railwayd
already raferred to. In quoting telescopic rates Indian railways
take into congideration not the total distance over which the
consignment hag 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 1923, on the E. I, Railway over 67 miles, and
thereafter on the &. I. P. Railway over 616 miles, the freight
charge being Rs. 4-13-0 in the former cage and Rs, 10-0-0 in the
latter. The G. I. P. Railway rate was baged on ‘G’ telescopic

1. On a tender of the Stores Department the price quoted by the
Jubbulpors Portland Cement Company, which got the order was
Ras. 28-12-0 per ton f.0.r, Works, a price lower than that of the imported
cement by Ra. 15,

Vide, Evidence, Vol, T. B,
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gchedule®, and if the rate quoted to Bombay had béen calculated
on the total distance, the freight would have been substantially
lower, With the transference of this line to the G. I. P, Railway
in 1923, this handicap has disappeared but the policy of quoting
schedule rates on the entire distance travelled, irrespective of the
individual railway lines, has not as yet been adopted, even on
those lines which are owned and directly managed by the State.
The Indian manufacturer isin most cage at a great disadvantage,
owing to the great digtance from the factory to the markets and the
number of railway lines over which the congignment has to travel.

KATHIAWAR GROUP OF FACTORIES: FREIGHT ON CEMENT

The Kathiawar group of factories is sitmated near the sea
poris, and as such they have a relatively favourable situation for
marketing. 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 advantagecus 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 Rg. 6-0-0 per ton to either
market. The relative advantage as compared with other Indian
cement companies ig 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 COMPETITION

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

1. ‘G’ telescope achedule was as follows;—

Pie per tnaund
per mile,

1 to 100 milesssrivsenisirinnirisnne, 0924
101 to 200 miles.....cccnnvsmienneivenenas0220
200 to 400 miles......... rererisaraninienn 3 * 175
over 400 miles..,iversereariinns crrnenn 3010
But the rate gquoted from Katni was apecial which worked out at aa. 710
per maund as against as. 9-9 per maund which was the gcheduls rate.

2. Vide, Evidence Volume, T, B, Report on Cement,
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higher freight charges. This was economically feagible', because,
a8 we saw before, the Kathiawar factories were, and to some extent
gtill are handieapped Ly higher railway freight on coal which they
have to get from Bengal, the entire journey being on the railways,
Thidg diversion of traffic from rail-cum-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, becauge in this case they could secure cheap
coagtal shipping {acilities in marlketing their output.

Begides the competition of internal factories, there wag the
competition of importers in the port towns, becaunse they could
land their cargo directly from the ship without having to pay any
railway freight. 'We shall analysge thig point later. The importers
undoubtedly had to pay an import duty of 13 per eent. ad valorem,
which worked out at about Ra. 9 per ton, but this disadvantage was
neutralised by the cheaper soa freight they had to pay, which for
British cement, was about Re, 12 per ton landed at port. The Indian
factories per contra had to pay higher freight, except in the cage of
a few which were better situated. Yurther, due to lack of adequate
coastal shipping facilities, the factories could not exploit the natural
advantages of their location. The irregular shipping facilities and
relatively higher freights limited the markets of these factories.”

1. Mvr. Captain in his evidence deposed, “There is thc Dwarka Cement
Company situated on the coast quite close to Bombay. They bring their
cos]l by water and yet we under-sell them quite easily. Their cost is
higher and we have got no difficulty in competing with them in Dombay,”
Vide Evidence Volume of T\ B.

2. The Indian Cement Company pointed out before the Tariff Board:-—

“Places like Singapore, Java, Sumatra, Aden Persian Gulf and
Mesopotamia would be the most natural outlets for the output of
this Company, as the distances from the port where this factory
in situated to the markets named are shorter than for other competing
countries, provided reasonable freights are granted by the Shipping
Companies. This Cotnpany s snnually importing 1,500 tons of cement,
from its factory to Tersian Gulf by country crafts. Exports to
other places mentioned above is not possible by country crafte, but
it is very probable with rcasomable ocean freight, the present
steamer frefghts being prohibitive. Japan iz able to export cement
to Singapore, Java and Sumatra owing to low freights given by its
State subsidised steamship companies, whilst India fs unable to do
g0.”* Vide Evidence Volume of T. B, Report on Cement.

R-~18
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RAILWAY TRANSPORT FACILITIES

When we turn to railroad transport facilities, the seemingly
favourable location of Kathiawar factories receives a further shock
and the marketing avea is obvionsly 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. L. Railways and the G. I. P. Railways, The Kathiawar
Railways were, and still are worked 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. & 0. I. and G. L P., quoted
telegeopic rateg only on the distance travelled on their own lines.
A rough idea of the freight position can be had from the particulars
given below :—

Freight Rates:' pie per maund per mile

Kathiavwar Railways B. B. & C. I. Railvay G, I. P, Railvay

The rate is Rs. 0-4-0  The rate is based on  The rate is based on ‘G’
per mile per one mefre ‘H' telescopic schedule:~ telescopio schedule :—

gauge wagon of 7 tons Miles Pie Miles Pie
end 7 ewts. which comes Ito 75 - 030 1to100 -~ 024
to 0-24 pie per maund T6t0300 - 017 101 0 200 - 020
per mile. 301 to 500 - 015  201to 400 -~ 075
Over 600 - 010 Over 400 - 010

The facts outlined above give only a rough indication of the
real position. In respect of Kathiawar railwaye the freight of
0-24 pie per mannd per mile is apparently moderate, but becomes a
little pressing when we remember the number of railways over
which the traffic has to pass, each having a different rate bagis. The
schedule rates of the B.B. & C. 1. and the G. L 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, could not be enjoyed by the consignment shipped from
Porbundar destined to some station on the G. I. P. Railway in
C. P. or Berar, because the tiotal distance travelled was on
numerous lines, each charging the freight for the distance traveliled
on its own line irregpective of the other lines. No wonder then,

1, Vide Evidence of the Indian Cement Company before the T. B,
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if the cement factories had to pay a higher freight. Let us clear
the pogition by a few illustrations* :—

Markets to Freight from Porbundar  Freight from Bombay

( per ton) { per fon )

Ra. 8. p. Rs a.
Ajmer 1512 0 1412 0
Abmedabad 11 8 @ 9 1 0
Nagpur 2 8 0 13 ¢ ¢
Burat 13 ¢ 0 5 10 10
Poona 4 40 £ 40

The table clearly shows the peculiarities of railway ratea policy
and the advantageous position of the import traffic. Cement
despatched from Porbuundar to Ahmedabad has to pay higher
freight than that from Bombay to Ahmedabad hecause in the former
cage the consignment has to travel over the Porbundar, Gondal and
Bhavanagar State Railways before it reaches Wadhwan, from where
it i3 taken over by the B. B. & C. I. Railway to he carried over to
Ahmedabad, while in the latter cage the consignment is ecarried
direct to Ahmedabad Ly the B, B. & C. 1. Railway alone. Similar
is the case with reference to traflic to Surat and Ajmer. In the
cage of Poona the number of railways over which the consignment
has to pass is increased further, apart from the long distance to be
traversed. The case of Nagpur traffic is in no way different. A
congignment of ecement from Bombay can be shipped directly to
Nagpur on the . I. P. Railway, without any franshipments,
whereag in the case of Porbundar traffic, there are ag many ag five
different railway gystems.?

Thig policy of treating dilferent railway systems separately as
isolated units in through beoking is highly detrimental to the

1. Compiled from the Evidence recorded by the T. B.
2. Here are gome other figures which further explain the above remarks:—

Distance Roule Froight per  Freight per mils
aaund per maund

Rs. a. p. {pie)
862 Bombay to Delhi 010 0O +148
819 Porbundar to Delhi 01111 + 175
406 Bombay to Ujjain 07 4 +188
586 Porbundar to Ujjain 0 9 4 +191
567 Bomhay to Khandwa 0 8 3 +174
@87  Porbundar to Khandwa 0 10 7 *184
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industrial development of the country and neutralises the effects of
the protective policy. Though the rates quoted above vefer to the
period before 1925, the general principles of railway rates policy
continue to be the same till the pregent day, as we shall show in
the following pages. The Railway Tariff should be so framed
ag to foster Indian trade and industries and help the protective
fiscal policy of the country.

RATES OXY CEMENT FROM BUNDI

Having discussed the marketing arrangementd of the above
two gronps of cement factorieg, we shall now describe in brief
the position of other factories, The broad features underlying
the railway policy are true of these factories also. Kathiawar
factoriey sent their cement hy rail to markets in Gujarat and
Central India, The Bundi Portland Cement Company also
competed in the same markets as will be seen from the facts
given below :—

Important Markets of Bundi Cement Compnay

Freight Freight

Milease Murkels per ton AMileage Markels per ton

Rs a. p Re & p.

253 Delhi G610 9 409 Abmedabad 11 3 5§

383 Cawnpore 7 3 9 365 Baroda 10 6 9

439 Lucknow 11 3 4 335 Surat 10 8 0

53t Lahore 1512 ¢ 718 Sukkur 2315 9

251 Indore 710 7 960 Caloutta 17 7 3

194 Ajmer 6 8 2 1148 Seounderabad 29 12 10
616 Bomlay 1210 8

It will be seen that in markets like Ajmer, Ahmedbad, Baroda,
Surat and Bomby, the Bundi Portland Cement Company competed
with Eathiawar companies, as well ag with the imported cement.
When railway freight is consgidered, Bundi cement was at an
advantage in Ajmer a8 compared with either Kathiawar or imported
cement, because whereas in the former case rajlway freight was
Rs. 6-6-2, in the latter two cases it amounted to Re. 15-12-0
and Rg 14-12-0 per ton respectively. It is obvious, therefore,
that competition entailed waste in the form of higher freight
charges. Per conira, in a market like Calcutta, Bundi cement was
handicapped by higher railway freight as compared with the Sone
Valley and C. P. cement companies, Above all, the most
formidable competition weas that of imported cement. It wag
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wasteful for Bundi factory to degpatch its cement to Caleutta, To
Delhi markets, Gwalior cement works could degpstch their cement
at a relatively cheapcr freight, because whereps from the Bundi
works the charge wag Rs. 6-10-9, from the Banmore works it was
Rs. 4-15-8 per ton only. To Cawnpore, likewise, the Banmore
works could despatch at R, 6-13-0, while the Bundi had to pay
Re. 7-3-9. In Lahore, the Punjah Cement Company had great
freight advantages, hecanso it i nearer. The freight from Wah to
Lahoro was Re, 6-10-8 per ton for 209 mileg, 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, but the lack of proper division of the marketing
areg led to waste,

The other important fact which emerges out of this study is
that in upcountry markets foreign competition was marked by total
abgence. 'This was due to the high railway freight from the port
towns to upcountry markets. In these markets Indian cement
factories have enjoyed greater protection from foreign competition,
In fact, the Punjal Portland Cement factory, but for this natural
protection®, would not have been able to survive, 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,
Sialkot, Lahore, Phirozpur, Amritsar, etc. All these towng are
within 300 miles of the factory. Dne to this advantageouns location
the Punjab Portland Cement Company did not suffer much from
the wasteful internal and foreign competition to which other
factories had fallen prey.

RATES ON CEMENT FROM GWALIOR FACTORIES

The Gwalior 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 most important markets
of this factory from Karachi and Wak worked out as follows :—
From IWuh to. Per ton, From Karacht to. Per ton,
Rs. a. p. Rs. a. p.

Labore.cesssarscecananss 6 10 8 Lahore........,.....z..---.18 2 8
Peshawarln"llll”hu 2 14 10 P“haw&ruuuuluonl."gl 2 4
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Gujarat. Somo of these markety were certainly immune from
the inroads of the imported cement, but, ag already adverted to, the
internal eompetition was more important. The railway frelght to
gome of the important markets of the factory may bhe noted with
interest.

Thege freights show the advantage or otherwise under which

the factory worked in respect of its market. Thig handicap, as has
been pointed out more than once, was due mainly to internal

competition, although the rateg policy cannot be entirely free from
the blame. The defeects of the latter were completley clouded by
the former. In Delhi and Cawnpore, the Gwalior factory had a
decided advantage over its compeers 5 Ahmedabad and Surat wero
the centreg of strong competition between factories in Western and
Central Tndia ag well ag imports ; Nagpur and Poona were beyond
its zono; and in Khirgi, the Punjab Cement Company ecould
gnccessfully compete with any other importer.  But as it was, the
Banmore 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
preducer against the other and oxploit the gituation. Here ig a
specific case to the point, In 1923-24 the Indian Stores Depart-
ment invited tenders for cement for the Military Stores Depart-
ment at Khirgi?, and the Gwalior Clement Company, which got the
order, quoted Rs 60-0-0 per ton £ o. r. destination. The
railway freight from Banmorc being Re. 22-2-3 per
ton; the price f,o.r. Banmore worked out to e
Rs. 37-13-9 per ton. This price was in fact unremunocrative,
1. Vide Evidence recorded by the Tariff Board.
Freight from Freight from

Murkets Banmore Ports

(per ton.)} (per ton,)

Ra a p. Ra. a p.
Sakhur 2011 6 9 4 0 (From Karachi)
Khirgl 22 2 3 2013 9 " N
Abmedabad 15 14 4 9 1 4 (From Bombay}
Burat 17 0 6 6 10 10 " "
Nagpur 18 & ¢ 13 4 0 ' ”
Poona 12 5 ¢ 4 40 » "
0&‘?!1]_301'0 613 0 1712 0 "” ”
Delhi 415 6 19 ¢ 0 ” ”

8. . Vide, Evidence Yolume of Tariff Board Report,
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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 the
Gwalior Cement Company to pursue, because Khirgi being nearer
to the Punjab factory it could despatch cement at a freight ofab out
Rs. 9 per ton, whereas from Gwalior the freight pald was about
Re. 22 per ton. It involved a waste of Rs. 13 per ton by way of
freight, apart from other losses, without benefiting either party.
In short, the prolblem before the industry wag primarily onc of a
better marketing organisation, which would eliminate the wastcful
competition, combined with 2 more sympathetic rates policy.

POSITION SUMMARISED

To sum up the position of the Indian cement industry in
relation to railway freight before 1923, we find that the freight
on coal is a heavy item in the cost of produaction ; in the upcountry
markets, which are protected from foreign competition due to high
railway freight from ihe ports, competition inter se, uf the internal
factories, affects them adversely; port towns, which form the
most important markets, are a centre of cul-throat competition
between the different indigenous cement factories on the one hand
and the importers on the other. The freight from factories to the
ports is a8 a rule high, due partly to longer distance to be traverzed.
Asd againgt thede hardships 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 sceplicism as to the future. To get over their
immadiate difficulties, the cement companies thought of seeking
gsome 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 canses
of the unfortunate condition the industry had fallen in.! The
remedies propoged by the Board, therefore, deserve a detailed
congideration ; we propose 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 subgidy on railway freight was at first

1, See Report of the Tariff Board,
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thoaght of, but it was rejected on the plea that this would mean
a gpecial 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 presgsed 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 comld be reduced
substantially. We believe that no one would challenge the
proposition that coal freights on the Indian railways should be kept
at the very lowest point which is commercially possible. But
more than this may be required in the interests of industrial
development. Seoner or later, the country may have to face the
question whether it would not be worth while to securc a
sabstantial reduction in coal freights at the cost of sacrificing a part
of the contribution which the railways made to general revenue.”

BOUNTY SUGGESTED

Reviewing the internal competition between the cement
factories, the Board held that it was cssentially 2 temporary phase.
We have already discussed this point in the earliar portion of the
chapter, and therefore we pass on to another issue. The problem
of foreign competition was examined and it was held that the
industry can hold its own in wupecouniry markets, where the
railway freight adversoly affects the importer, and the main
question was whether it could do so in the great porte.* We have
seen that the importers enjoyed great advantages in markets near
the ports, due to cheaper see freight which they counld command,
and the high railway freight per contra that Indian cement had to
pay to reach the ports. The competitive area was isolated, and it
wag held that it extended as far ags Bhusaval on the G. L P.,
Asganol on the E. 1, R., Panposh on the B. N. R., Baroda on the
B.B. & C. 1., and Khanpur on the N. W. R., irom the respective
ports served by the railways. There were two alternative schemes
for capturing these markets at the ports, either freight subsidy
or fiseal protection. But the former scheme was hrushed aside on
the plea that “ it would not be possible apparently to restrict the

1. Bees Report- of the Tariff Board, Pars, 68,
2, See Report of the Tariff Board, Para. 53,
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subsidy only to consignments to the nearest port”?, and bounties
were advocated, subject to certain conditions.® These recom-
mendations of the Board were, however, not accepted by the
Government.

THE SCHEME OF RATIONALISATION INITTATED
BY THE FACTORIES

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

THE MARKETING OF INDIAN CEMENT AFTER 1925

Indjan cement factories had realised the baneful effects of
intense internal competition even prior Lo the enquiry of the Tariff
Toard, and attempts from time to time were made to form a
ecombine, though they proved ahortive due tb lack of an intelligent
understanding of the problem on the part of a few members.
Nevertheless, the gravity of the situation wag being constantly felt
all the time, and by all the producers, becanse of the unremunerative
prices which usually did not cover even works costs. The
importance of concerted action was thus coming to the fore.
Mr. Captain, of the C. P. Portland Cement Company, while giving
evidence before-the Tari{l Board, reinarked that in their self-interest
the Indian Cement wanufacturcrs should stop cutting each other's
throat and come to some understanding.® The Board had also
pointed out that the primay remedy for the malady lay in the hands
of the manufacturers themselves. In due comrsze, the manunfacturers
realised’ their interests, and entered into a combine known as the
Indian Cement Manufacturers’ Association in 1926, to husband

1. Vide, Tariff Doard Report, Para, 69.

2. Supra, Paras. 70 to 72

3. 1 say frankly that the sensible thing would be for the manufacturers
to come to some understanding and not cut each other’s throats.” Vide
Evidence 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 Manufacturers’ Association ig 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 Khirgi
market, referred to above, i3 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. Desides, the standardised
prices of cement, and the stability resulting therefrom bhave
proved beneficial both for the manufacturers and the consumers,
and the consumption of cement has increased.

THE CEMERT MARKETING COMPANY OF INDIA

This marketing arrangement continued till 1930 when the
necessity of a further improvement was felt, and therefore a new
aggociation was formed known as the Cement Marketing Company
of India, Ltd. In this Company are ceniralised the marketing
functions of ifs constituent members, To be clear, all the eight
factories which had formed the Cement Manufacturer's Association
in 1926, now centralised the marketing of their output. The
congtituent factorieg carry on their production and the total produee
is marketed by the Cement Marketing Company. This Company
gtudies the conditions of demand and the nature of foreign com-
petition, and regulates the production of the factories accordingly.

Let us consider now ag to how this new ingtitution marks
a stage in the evolution of the cement industry, and how it solves
the problem of high freight charge. Hitherto the cement factories,
after the formation of the Cement Manufacturers' Asgociation, nsed
to market their output within the allocated geographicsel limita and
made their own arrangements with the railway companies for
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freight charges. Buf 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 wag increasing
in strength, further economies should be effcted and the prices
lowered. Therefore, under the new arrangements the two most
important functions of modern industrieg, production proper and
its marketing, have been sgeparated and the latter has been
centralised and entrusted to the Cement Marketing Company. The
Cement I¥actories under the pool are mere producers and
nothing more; they produce for the pool. The expected annual
outturn of the individual factories is provigionally predetermined
at the commencement of the year, and it is purchased f.o.r. works
by the pool at a fixed price. This price i equal for all constituent
factories, subject to a specified coal allowanee proportionate to the
digtance from the coalfields. The prices of the produce are
realised by the Marketing Company, which meets the bills drawn
upon it by the constitutent companies on the basis of aforesaid
arrangements and after defraying expenses of the .egtablishment,
the residue ig distributed between the companies in proporfion to
the tonnage supplied.

The Marketing Company, having cement at its disposal at
the differeni works, on the receipt of an order arranges for the
degpatch from the nearest centre. Now, there are no marketing
zoned fixed for the constituent factories, except for those which
are outside the pool, and the markcting company manages the
gales ag it thinks best, Take a few ingtances. 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 Hind, the output of Kathiawar
factories and of Lakheri would be supplemented from other factories
in the vicinity, These are the instances of abnoermal demand ; in
normal times orders are supplied from the nearest workd without
any unusus! effort. But the fact of great import to be noted in
thig connection is that the reorganised gelling arrangements have
gubstantially 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 cenfralizing its
distribution. This central institntion, obviously strong in position,
commanding as it does the ountput of e¢ight out of ten cement
factories of India, 18 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 gtation-to-station rates from time to time when urgent
necessity was shown therefor. Tor 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 ig
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 comsignments.

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 the Industry,
more g0 because when the Tariff Board conducted the investigation
the railways expresged their reluctance to make any reduections in
the then existing freights.'! The mild and diffident attitude taken
up by the Board reflects the ultra-conservative freight policy of
Indian railways, to which even an expert body could fall prey.
An active move on the part of Indian railways to foster internal

1. The Board recorded their findings on the freight gquestion in the
following terms:—

“We enqguired from the railway admiristration concerned whether
anything could be done in this direction, but all of them have
expressed their inability to reduce either coal or cement rates in
exigting circumstances below their present level. The railways have
already given special concession rates on cement hooked through from
the factories to the ports, and theee rates are lower by from Re. 2 to
Rs. 4 a ton, than the ordinary rates caleulated by distance, That
being 80, 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
subsidising the freights on coal and cement at the expense of
general revenue.”

Report of the Tariff Board, Para. 67.
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traffic has been an exception rather than a rule. Subseguent
events have falgified 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 increaged, ag can be scen from our survey of
the coal industry. The freights on cement, with which we are
more concerned for the present, have not been reduced to ihe same
extent as those on coal, neverthelesy, they have hepled the industry
materially in its present transitional stage. Let us then review
the present freight position.

RAILWAY TARIFFS EXAMINED

The (reneral Classification of cement continues to be gecond
class railway risk, bul on most of the railways special schedule
and station-to-station rates are quoted, so that the general classifi-
cation hag Lecn reduced to a mere paper clagsification. In actual
practice schedule and special rates are of greater moment. We
shall therefore examine the changes on the more important
railways,

The G. I P. Ruthway"
TFormer Freight based on ‘(¥ tele- Present Freight based on ClO Lelesco-

scopic schedule: — pic schedule:—
1038
1 to 100 miles...... 0-2¢ pie 1 to 756 miles......0-30 pic,
101 ,, 200 ss weenne0°200 4, 7 ,, 400 PR 1 3 3¢ B
200 ,, 400 ,, . 00175, Over 400  ,, w...0-10 ,,

Over 400 vy oenen 0010,

The schedules mark a very winor change. DBut the rates to
port town and some other more important markets are lower than
warranted by these schedules, some of which are given below :—

From Katni Cenent Siding From Jukehi  From Banmore
Rate per maund Rate per maund Rate per maund
Rs a. p Rs a. p. Re. a. p.
Bombay 071 0 8 0 0710
Allahabad 0 2 6 0 2 4 0 6 7
Cawnpore 0 4 0 ¢ 310 .
New Delhi 0 6 2 06 O 079

1. The freighis are in pie per maund per mile, The conditions for
earrisge are the same in both the cases, viz., in full wagon loads at
owner’s risk, charges caleulated on the carrying capacity of the wagon
used, loading and unloading to be done by senders and consignees.
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The rates reveal that, though below the schedule basig, they
have not been reduced below the level of 1925. We have gelected
these few stationg to show that so far as the railways are concerned,
except a few minor changes, the pogition 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
enconragement. Improved marketing, however, has helped
materially, as the above figures indicate, because for instance, a
market like Allahabad would be gupplied from Jukehi at a freight
of as. 2-4 per maund instead of from Banmore which would
cogt ag. 6-7 per maund, and thus affect a substantial saving.

THE E. I. RAILWAY

To take up the freight on the E, I, RB. we note the following
alterations in the schedule :—

1952
Former Schedule < C* Present Schedule C/N:
lto 76 miles ... 038 pie. 1to 75 miles ,,, 0333 pie,
Plus 76 to 300 , . 018 ,, Plus 76to 150 ,, .. 020,
»» 301 and above ... 010 ,, ' 161 to 300 ,, e 017,
" w  801todon ., ... 0126
' Above 400 ,, e 0010,

As will be seen, the position of long distance freight has been
little affected, except that the lowest freight of 0-10 pie per maund
per mile which was formerly available over 300 miles is now for
the distance over 400 miles. Short distance traffic, however, hag
received some concession. This has special significance to-day
because long leads have been as far ag possible eliminated. Special
gtation-to station rates to Howrah below these schedule rates are
quoted from the cement factories and they continue to be at the
pame level with a few minor alterations. For instance, cement
booked from Katni to Howrah was charged a special rate of
Rp. 0-7-0 per maund in 1925 and the present freight ig just the same.
This freight ig for the E. 1. R. section only : for the G. 1, P. section
Rs. 0-2-3 per maund is to be added, so that the total freight is not
affected. The E. L. R, share of the trafic booked from Lalkheri,
via Agra East Bank to Howrah ig Rg. 0-7-11 per maund ag against
Re, 0-7-1 in 1925, an increage of pies ten per maund, The itrafiic
from Banmore to Howrah on the E.IL R, szection via Naini is
charged to-day Re. 0-3-9 per maund, whereas in 1925 the rate via
Mapkipur was Re 0-6-3 per maund. From Japla to Howrah
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the freight is R¢. 0-5-0 per maund as againgt Rs. 0-4-0 per
maund in 1925. The Japala factory has thus been materially
affected in the Caleutta market in which it has the greatest
gtake. Apart from this what we want to show i that there has
been no material change in freight since 1925, and that to port
towns rateg below the gchedule are quoted ag usual.

THE B. B. & C. I. RATLWAY

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

1932
Former Freight Schedule <11 : Present Freight Schedule «ClO ©
1to 76 miles ... 0-30 pie 1to 76 miles ... 0+ 80 pie.
Plus 76t0300 ,, .. 017 ,, Plus 76to400 ,, .. 0170 ,,
’” 801 to 500 ,, we 015, ' Over 400 ,, we 0010 ,,

Over 500 ,, ... 010 ,,

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 iy applied for the distance over 76 to 400
miles. However, for traffic from Lakheri factory and via
Wadhwan for traffic from the Kathiawar factories, special rates
below the schedule are quoted. TFor ingtance, from ILakheri to
Bombay a gpecial rate of Rs. 0-7-5 per maund, equivalent to
Be. 12-9-0 per ton is charged and from via Wadhwan and
Dhandhuka a rate of Re. 0-3-4 per mannd equivalent to Ry, 9-0-0
per ton is quoted. These freights are substantially below the
gchedule rate. But it is clear from the Goods Tariffs of thig
railway that there have Leen no changes in the special station-
to-gtation rate since 1925.

THE B. N. RAILWAY

The changes in the dgchedule rateg on the B, N, Railway may
be briefly reviewed. We quote below the schedules :—

1982
Former Freight Schedule. Present Freight Schedule.
" 1to100miles .. 030 pie. lto 76 miles .. 038 pie
Plus 101 to 300 ,, e 020, Plus 76 to 300 ,, we 020,
” 801 to 600 ,, e 0018, s 301 and above .. 010

” Over 600 ¥ o I,

On the B, N. Railway, therefore, long distance traffic hag
received some asgistance i the freight for the first 75 miles is
raiged from -30 pie fo +33 pis vwhich neutralises gome part of the



152 RAILWAY RATES AND FARES

benefits for long distances and imposes heavier charge for the short
distance shipments. Nevertheless the reduction has proved helpful
to the industry in its huge task of popularising the use of cement
in the country.
THE N. W. RAILWAY

The N. W. Railway has adopted C/N schedule ag in the case of
the E. 1. Railway. Bui for the Punjab Cement Works sgituated on
its line, special station-to-station rates, lower than the schedule
rates, are quoted.* We submit below freights to a few important
gtations to show the nature of concession granted to the factory:—

Railway Freight ex Works to the undermentioned stations.®

Sehedule Rate Class Rate
AMileage. Station. per ton, per ton.
Rs, a. 1. Rs a. p.
-839 Ambala City 11 3 5 2315 9
239 Amritsar Junction 8135 16 1 6
264 Ferozpur City 8§10 & 16 ¢ 8
288 Jullunder City 9 3 7 18 0 38
79 Peshawar City 31 7 5 8 7
345 Multan City 10 5 9 21 ¢ 11
207 Labore 76 1 I3 3 8
241 Lyallpar 8 1 & 15 4 0

The schedule rate is thus a substantial concession over the
clags rate. DBut there i nothing particular about this conceggion
because a similar concession is granted by other railways too. In
fact the N. W. Railway seems to be more conservative in guoting
gpecial station-to-station rates, than even & 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, ag referred to above,

THE B. & N. W. RAILWAY

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

1. Vide Goods Tariff, Part I, P. 442.

2. Schedule C/N rates are applied when the weight for charge is the
earrying capacity of the wagons used ; leading and unloading to be
done by the consignments and consignees ; and the goods are booked
and accepted on Risk Note From “H”,

3. Subject to the condition, 0. R,; C. C; L.
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schedule may be noted a8 under :—

1 to 100 Miles .., 020 pie per maund per mile
Plus 101 to 200 1) e 0T 1 " 1 1) "
’” 201 to 500 3 o 014, » " " 4
’s above 500 ” e 010, ”» ” 1 I

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

These are the more important railways with which the Cement
Marketing Company has to deal; they carry the major part of the
cement traffic of the Indian factories, except the Shahabad Factory
which caters for the markets in Southern India, as we shall
pregently see. The reduction in rates over those of 1925 have been
only nominal, and the facilities for the marketing of cement, so far
ad 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 theindustry. 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 railways concerned.

PACTORIER QUTSIDE THE POOL

Before we pags on io the general discussion of the effects of
reorganised marketing on the cement industry, we should trace in
brief the marketing facilities of cement companies outside the
pool, namely, the Sone Valley Portland Cement Company and
Shahabad Portland Cement Company, 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 towns., Price agreements have also been entered into
which have helped the stabiligation of prices, and increased the
effective strength of the factories against foreign importers. The
Hone Valley Company markets its output primerily in Calcutta

R—20
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and in Bengal generzlly. 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, ag the
imports in Caleutta are gtill higher than thoge in Bombay.
Neverthelegs 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 Sone Valley Factory. 1t ig unable to exploit the
full advantages of itg location due to the multiplicity of different
railway systems over which the traflic has to pass before reaching
the consuming markets, The principal markets of the factory
are in Southern India, right from the Deccan and the
gouth of Bombay to the Nizam’s Dominions, the Mysore State
and the Madras Pregidency. The Principal railways with which
this factory has to deal are the Nizam’s State Railway, the M.& 8. M.
Railway and the South Indian Railway. Each railway bhag a
different basis of freight charge. The N. G. 8. Railway formerly
quoted & class rate but now they have adopted a Schedule rate,
based on the following :—

For first 75miles ... 033 pie per maund per mile
Plus 76 to 300 ,, 020 ,, ” "
” Above 300 ,, e 010 , 3 1

The M. & 8. M. Railway has adopted /G schedule on the
following telegcopic basig :—

For first 300 miles ... 035 pie per mannd per mile
Plus 301 to 400 " *a 0:30 tH " "

" 401 ,, &0 . c20 ,, » »
" 501 ,, 600 e 125 ,, 3 "
[T 601 " 700 [ " 0'1]5 33 L ”
" Above 700 ,, 010 , " "

The South Indian Railway have adopted C/K Schedule rate
which is noted helow :—

For firat 100 miles 038 pie per maund per mile
Plul 151 to 250 N wea 0-25% 1 1] 3
o 261 to 400 bor 0125 ,, ” »
»» Above 400 ,, e 04115 4, ” ”

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 pursmed by the different railways,
which charge freight on the distance over which the traffic has to
be hauled on their lines, irrespective of the total distance travelled,
This hag 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.1.P., N. 8., and
M. & 8. M. Railway. The total distance to be travelled iz 335
miles and the freight charge works out as under :—

Pie per maund
per mile,

The G. I. P.Railway would chargeat 0-38  for T miles.
The N. 8. Railway would charge at 0-38 » 150 "
0-20 s 188

and M. & S, M, Railway ” 0-38 w B0

Per contra, if all thege railways were congidered ag a single
unit, the freight would have been charged either on the basis of
the &. I. P. Schedule, or on that of the N. 8. Railway, which
wonld be appreciably lower than the present freight. Thus, the
advantage of telegcopic achedule rates, meant to foster long distance
traffic, are not availed of by the industries on internal traffic due
to this pernicious practice pursued by railways impervious 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
gystems in most cagses, and the freight on each system is higher for
the lower distance travelled. In some cases, in readjusting the
telescopie sehednles, the freight for lower distance hag been raiged?,
in order to give better facilities to long distance iraffic. The
fostering of long distance traffic i3 indeed in the interests of the
country, but the particularistic proclivities of our railways,
ingisting as they do on being treated separately, transform what is
obviously 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. Onthe G T P. Railway which had ‘G’ schedule rate formerly, the
freight for the first 100 miles was at 0+24 pie per maund per mile, but
in the'present schedule the freight for the first 756 miles is at 0°30 pie
per maund per-mile, .
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freight per mile and subsidise® their rivals. The root cause of
despair is the glaring 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 {nfer ge, either within or outgide the pool, and the
freight quoted on different railways it geems safe to conclude that
the industry, on the whole, has succeeded in eliminating the
disadvantages in the distribution of cement. The more obvious
difficulties which still persist, in gpite of the energetic and intelli-
gent efforts Ly the industry to remove them, are due to defects
in the railway policy of the country,

EFFICIENCY RERULTING FROM REORGANISATION

As a result of the aforesaid reorganisation of the Indian
cernent industry and 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 i a marked increase. The consumption of cement hag
increazed from about 378 thousand tons of Indian cement in
1923-26 to 762 thonsand tong in 1934-33, As regards the increage
in the efficiency in produetion we have not heen able to get the
figures of the cost of production, but a rough indication can be had
from the increage in the productive capacity of the factories given
below, because the industry is subject to the laws of increaging
returng and consequent lower costs per unit as the aggregate

output increages.
Progent Capacity { Tons), Former Capacity
1936

{Ton<)
C. P. Cement Company ... 2,560,000 100,000
Buodi Cement Company 2,00,000 60,600
Sh&h&b&d 1" 1 ],40,000 40,000
Katni ” ' 1,30,000 72,000
Punjab  ,, " 1,00,000 33,000
Okha " " 1,25,000 100,000
Sone Valley " 1,50,000 50,000
United Cement Company 60,000 60,000
Gwalior  ,, " 70,000 40,000
Indian " " 40,000 80,000
Coimbatore ,, " 66,000

1, Portsa being linked more directly with the internal centres importers
can better avail of the telescopic rates and the indigenous industries
have to bear the brunt.
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Another indication of the efficiency of the industry is the
reduection, in addition to the stability, in prices. The prices on an
average have been reduced by about Re. 3 per ton since 1929 due
to the efforts of the Cement Marketing Company of India, as can
be geen from the figured given below ;—

Prices in 1989 Prices on 1938
Market, F. Q R, Destination F 0. R. Destination.

Ra. 0. p. Rs, a. p.
Bombay City 52 0 0 80 0 0
Bombay Suburbs 56 0 0 50 to 562,
Gujrat N 86 0 0 62 0 0
Central India 56 0 O 52 8 0
Rajputana 56 0 0 82 8 0
Sind 67 0 0 6 0 0
Karachi ves 50 0 O 43 0 0
Baluchistan, Quetts 67 8 0 62 8 0
Delhi 55 ¢ 0 52 8 0

GROWTH IN CONSUMPTION

This efficiency in the orvpanisation 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 lhs,
per head ag againgt 600 1bs. per head in U. 8. A., 400 1be, in U. K.
and about 350 1bs. 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 consumplion continued to grow at the same rate as
it did between 1919 and 1924, it would not be long before the
demand again overtook the productive capacity of the works.
In that case by 1928 or 1929 India would be wuging 600,000
tond of cement a year and the position of the indugtry would
be greatly improved.®? Later developments have proved the
prognostications of the Board, because since 1929 the consumption
of Indian-made cement has increagsed 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 affecting
India’s demand for cement was emphasiged in unequivoeal terms

1. Prices supplied by the Cement Marketing Company on a personal
interview,

2. Vide Report, Para, 16,
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by the Board, 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 congeguently
the consumption of cement has been stimulated considerably.
The baneful prejudice against Indian cement has now bheen 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
ingigtence on barrel packings in districts with heavy rainfall. In
fact the quality of Indian cement as supplied by the Indian
Cement Marketing Company id8 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
of production and the scope for it future growth. The difficulties
of transporting cement through wet districts are being increasingly
overcomse, and the adoption by the Cement Marketing Company of
new twill bag with a waxed crepe paper lining, marks a step
further in this direction. Ag regards the transport difficulties,
egpecially to the portg in the Sounth, congiderable relief would be
afforded if the consignment, travelling over more than one line,
gots 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
ag the proper remedy.

1, 1t is a mistake to agsume that the growth of consumption of cement will
not be sffected by the price at which cement can be bought. For
certein purposes, it is true, cement is indispensable, and will continue
to be used almost at any price. But for many other purposes cement
enjoys no monopoly, and is in constant competition with other metheds
of conmptruction and other materiala, which already hold the place and
must be displaced. A rapid extepsion of its use can hardly be expected
under the prices continuning 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 cetnent has always been expensive and
consequently little used. A marked rise in the price would probably
retard the growth of consumption &nd as very substantial increase might
for the time being stop it altogether, In view of the excees of pro-
ductive capacity over demand industry neede a rapid expansion and
consumption, Report of the T. B. Vide, Para,,20.

g, The cement factories have recently adopted a merger scheme,



OEMENT | 159

SUMMARY OF CONCLUBIONS

(1) The Indian Cement Factories possess great natural
advaniages ; 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 gerious handicap, because it entails high railway freight.

(3) The freight digadvantage in respect of markets has heen
eliminated by the centralization 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 angur well for the future of the industry.

(5) Railways are quoting special station-to-station and
gchedule rates, lower than the class rates, to help the development
of the industry, but the individualistic proclivities of the railways
imposge a gerions 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
COoAL
IMPORTANCE OF COAL TRANSPORT IN INDIA

In India ccal has beemn and is even to-day by far the most
important source of power, though gas and electricity are algo of
late attracting increasing attention. The corsumption of electricity
and gas is rapidly increasing, but they have not as yet assumed a
very serioug competitive character go as to impair the importance of
coal as a source of power. They generally supplement rather than
gupplant the consumption of coal, It iy, however, not intended to
convey that electricity cannot or does not compete with coal asa
source of generating mechanical energy. Far from it. In gome of
the more advanced countries the process of substitution has gone
far, go as to digpel any doubt ag to the precige province of coal and
electricity, What is meant to convey ig that notwithstanding the
growth in the consumption of electrical energy, coal continueg to
function ag 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 ig
that the distance over which coal has to be carried is fairly long and
therefore the incidence of railway rates is very important. Since
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 aga tax and raige 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—ifrom the cosl-fields to Howrah there is one line and from
Bombay to Ahmedabad there is another railway, taking the sea routes—
it does not get the benefit of the through caleuliated on the total
distance traversed on the railways, The case is similar even when the
total distence is traversed on land alome, Tariff Board, Evidence
Yol, 11, P, 148-49,
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Cotton Mills have to pay heavy transport charge on their coal
requirements, due to the longer length of haul. Of courge, there
are other handicaps as well' which help to raise the rates above the
normal level, but, distance is by far the most important. The same
is the cage with other centres like Cawnpore, Agra, Delhi, Amritsar,
ete, 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
caleulated on the total distance from the coal-fields to the congumuing
market i3 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 wag 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
thig individualistic policy presses heavily upon the movement of
internal trade, especially coal, because the internal traffic has
{requently to pass over more thap one railway system, and on the
different gauges over the game railway. This obviously adds to the
cost of transport. In what follows, therefore, we ghall examine the
organigation of the Indian coal industry with special reference to
railway transport.

RAILWAY RATES IN THE PRE-WAR PERICD
(@) Nineteenth Century

The necessity of charging a lower rate on coal wag realiged 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, salt, ete.,, and reserved
to themgselved the authority to regulate these rates, which was
exerciged 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 clagsification, But the policy of classifying
food graing and coal together ignored the fundamentals of railway
economics ; rates geem to have been fixed arbitrarily. In this
gystem 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 Tariff Board, Vol. of Evidence,
R—21
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gtrictly from the standpoint of railway economics, it cannot be
denied that foodstuffs can bear higher transportation costs than
coal, though both of them ars necessaries ‘of life. The place
utility or added wvalue created by the transport of coal is much
less than that in the case of food grains.! The Government of
India, however, soon realised this digparity, 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
pmall-scale industries were prevented from reaping the benefit of
lower rates. Indian industries, especially in the nineteenth
century, were only in their adolescence, so far as the factory system
is concerned, and therefore they could not afford to purchase their
coal requirements ex-colliery in larger wagon-loads, go as to avail
themselves of the lowar rates. In actual practice, therefore, the
manufacturers generally had to pay substantially higher rates.
It seems that the redneced rates and rebates were at the time mainly
intended for the benefit of State railways, the object being to
redace the cost of operation of such railways. It may be suggested
that if the wagon load conditions were relaxed a little, other indus-
tries would have enjoyed similar advantages and their cost of
production would have 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, 8o 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 calculated as
follows® :—

For all distances up to 400 miles—0-18 pie per maund
per mile.

For distances above 400 miles—for the first 400 mileg—
015 pie per maund per mile.

For distance in excess of 400 miles—0-10 pie per maund
per mile. In addition the rebates {ormerly allowed were
continued.

1, For:a detailed theoretical discussion on this peint refer to Chapter,
* Theory of Railway Rates.’

2. Vide, 8. C. Ghose—" Monograph on Railway Rates.”

3. 8. C. Ghose, “ Monograph,” P, 368,
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These rates were intended to he the maximum rates that the
railways could charge, the minimum being one-tenth pie per
maund per mile which wag in force sinece long. The rated
between two points were to be calculated by the shortest rounte.
As the Government could not compel all the railwayy to accept this
scheduls, it provided that the through rates on the traffic booked
over the railways which did not accept this schedule shall be the
gum of the local rates. These lower rates proved highly beneficial
to the coal trade, and therefore the traffic increased considerably ;
the output nearly doubled itself within the next five years. This
cloges our survey of the coal industry in the nineteenth century.

RATES IN THE TWENTIETH CENTURY
(3) Pre-War

The twentieth century heralded a new era in the history of
the development of Indian coal industry and the output of coal
began to multiply. The transport facilities could not keep pace
with the rapid growth of the industry and the traffic congestion on
the E. I. R., which was the only line gerving the coal fields, drew
the attention of the Government as well as the buginess community.
It wag found that the E. I. R. couid not provide adequate facilities
for the traffic, which had increased and wag promising to increage
forther. Therefore, the B. N. R. was allowed an independent
accesd to the Jharia coalfields by the construction of their branch
line from Midoapur to Jharia. 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. Asthe demand for
coal was increaging, the Government made a further reduction in
rates in 1902.* The following reduced rates were introduced:—

Pie per maund

per mile,
" For all distances up to 75 milep inclusive ... 0-14
Plug—
From 76 miles to 200 miles ... 0-12
" 200 ] ” 450 1 aee “ra 0'10

113 451 i1} (1Y 1000 " (XL} e 0'09

1, Vide, Ghose’s Monograph, P, 123,
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But this reduction too, could not suffice the needs of growing
Indian industries, which presied the Government and the railways
for further reduction in rates, Industries situated in centres
digtant from the coal areas of Bengal, Bihar and Orissa found the
high cost of conl a distinet handicap in their cost of production.
This was the beginning of the industrial evolution in India, and
the Indian industries fonnd it difficult to mest the competition of
jmported goodd. Besides, the export trade in coal had increased
congiderably, and in the year 1906 the peak of the pre-war period
wag reached, for the export of coal amounted to a little more than
a million tons valued at about 8§ lakhg 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
fyll wagon loads were charged on the following basig :=—

Pie per maund

per mile,
For all distances up to 75 miles inclusive ... 0-14
Plus for any distance in excess of 75 milea
up to 200 miles inclusive 0-12
Plus for any distance in excegs of 200 miles
up to 500 miles inelusive e 0-06
Plus for any distance in excess of 300 miles 0-05

SUBRTANTIAL REDUCTION IN RATES FOR LONG
DISTANCE TRATFIC

Thus, we find that there wag a gubstantial reduction in rates,
which benefited both the railways as well ag the public. The
extent of actual reduction effected can be gauged if we take up
the de facto ratea to gsome important centres, The following are
the rates charged per ton of coal from the Jharia field to some
important places ;—

1901 190% 1807

Ra. 8. p. Rs.a p Ra. s p.
Benares ... 8§10 6 20 420
Cawnpore ... 111 0 815 0 615 0
Delhi v M4l4 0 12 6 0 715 0
Lahore 18 5 0 18 9 0 913 0
Bombay e 21 4 O 21 7 0 11 4 0
Earachi .., w710 25 2 0 1210 0
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It will be geen that the veduction in rates was appreociable.
The rates to Cawnpore were reduced from Rse. 11-1-0 in 1901 to
Ra. 5-15-0 in 1907; for Karachi Bombay and Lahore the reduction
was 5048 and 41 per cent. The railways profited both as the
consumers and carriers of coal. The guantity of coal nsed on
railways increased by about 40 per cent., within three years after
1905.Y Begides, the traffic gave a prompt response to every
guecesgive reduction in rates, thereby angmenting the net earnings
of the railways.

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

RISE IN PRICE3 RESTRICTED THE DEMAND FOR COAL

The prices of coal which fell gradually from Rg. 4-0-0 per ton
in 1899, to R4, 3~8-0 in 1907 record a sudden and substantial rise in
1906 from Rs. 3-8-0 to Ra. 4-10-0, a rige of about 30 per cent. This
rise in priced, recorded in the year 1906, increased further in the
following year,and in the year 1909 the average price was Re. 6-12-0,
nearly double of that in the year 1905. The growth in the coal
indugtry, which was fostered by low prices, was checked by this rize,
Indian industries suffered from the ecarcity of coal, and foreign
markets, in which India was one of the several suppliers of coal,
wore logt. Markets in the Far Bast and Ceylon took to Australian
and Natal coal. In order to appreciate the extent of rige in prices at

1. Vide, Ghose, “Monograph,” P. 356-57.
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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
Re. 12-4-0 per ton in 1905, was being sold in Bombay at Re. 17-0-0
per ton in 1908. The Cotton Mills of Ahmedabad, which had been
taking Bengal coal, were found to regort to wood fuel for power, due
to this rapid rige in prices. Industries in the up-country centres
like Cawnpore, Amritsar, ete,, suffered seriously and curtailed their
requirements.

LO88 OF CONFIDENCE IN THE BENGAL COAL

During this abnormal period, under the stimulus of high prices,
geveral small colliery ownerg, doubiful of their gafety on the return
to normal conditions, tried to make most of the opportunity. Being
anxiony to make as much profit as possible, they unscrupulously
failed to supply the right quality of coal. This attitude of the
Bengal colliery ownerd, conscicug or unconscious, placed great
obgtacles in the way of the future development of the industry,
becanse 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 gpite of the ceaseless efforts of the colliery owners
ad well ag 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 regpectable miners, but in the long run
the intorests of the country have been jeopardiged. It ig since this
time that foreign rivalg obtained an upper hand over the Indian
miners, in markets external ag well as internal. Further, whereas
Bengal coal was gold at Rs. 17 perton in Bombay in 1908, the English
coal was selling at Rs. 12-8-0 to Re. 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 Re. 38 lakhg
between 1301-1905, increagsed to about 34 lakhs of tons valued at
Ra. 62 lakhs between 1906 and 1910. It i the quality as well as
the prices of Bengal coal prevalent then which account for the
gubstitation of foreign coal for Bengal coal,

From 1910 preduction as well ag consumption recorded a
marked increage, Production increaged from 120 lakhs of tons in
1910 to 165 in 1914, while consumption increaged from 118 to 163
during the same period, as the figures of consumption indicate.
The import trade in coal has been more fluctuating, as also the
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export, but the change hag 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 99 lakhs of tons in 1909 to 7:6 lakhs of tons
in 1913. This was a very gerious feature of the cosl industry. The
imports of coal were shared by South Africa, Japan Australia and
the United Kingdom, but the most noteworthy fact wag that African
coal acquired a strong hold in the Indian market, ils iaports having
incraaged from about 18 thousand tong in 1910 to about 246 thousand
tong in 1913, due primarily to rebates on the export coal granted by
the African Government, which we ghall discusg in detail later,
The imports of the bounty-fed African coal later assumed a far more
gerious character and became a menace to the Indian industry,
Further, the fall in the export trade from about 10 lakhs of tons
in 1210 to about 6 lakhs of tons in 1914, and the congequent
iosg 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 thege markets. The increase in the demand
of coal in the home market was of counrse met primarily by
internal production, but the loss of foreign markets was detrimental
to the interests of the coal industry. This weakness, however, was
not geriously felt, because of the increasing demand for coal in the
internal markets. “An increage in the abgorptive capacity of the
Indian market, however, fully compensated for the decline in
exports and the increage in imports”. With the progress of
industrialization in India the demand for coal was increasing
rapidly, because the alternative sourced of power were limited. The
uge 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 £. 0. r. at mines had
rigen to Rg, 6-8-0 in 1913, and Ry. 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 conditiong became
abnormal. Communications between the countries were cut off
regulting in the dislocation of trade and commerce. In the helliger-
ont countries national regources were pooled together and directed
towards the military operations; India had also to share the
burden. The prosecution of the war meant considerable strain on
tranaport facilities, both internal and exterpal. The insufficiency
and insecurity of ocean transport hindered her import and export
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trade, and the inadequacy of railroad facilities resirvicted 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 production and consumption
increaged during the period.

The figureg of production show a steady rise, a production of
296 lakhs of tons having been recorded in 1919. The sudden fall
in the output ig 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 cegsation of hostilities. If the railway
fransport facilities had been adequaie, 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 i
gimilar to that of imporis. The figures of consumption bear an
eloguent testimony to the beneficial effects of War upon the coal
industry, Consnmption 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 gtimulus to Indian industries, which the (Government of
India bad been too reluctant to accede, Under the stress of war
and presging military requirments, several new industries wera
get on fool, 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 difficuities
received a gndden check and fell from 190 thousand tong 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. merely in the coal trade, the scope for expansion
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inereased. There wag an extensive and growing demand for coal
in India during these years at first for munitions, and later for the
new industries, which endeavoured to establish themaselves during
the boom period, and prices moved steadily upwards, The riging
demand for coal was met by increased home production. Let us
now revert to the position of railway facilities.

ENHANCEMENT IN RATES

The Government of India being called upon to finance the
Iagtern theatres of war, the finances of the country were heavily
gtrained, and the inflation of currency, which wag ity inevitable
concomitant, brought about a rapid rise in prices. Thug, the rise
of prices and the marshalling of railway facilities for military
requirements necessitated a general enhancement in railway rateg
and fares and no exception could be made in the case of coal
traffic. In 1916 we find an enhancement in rates for coal, go that
the rate from Jharia coalfields to Bombay, which was Re. 11-4-0,
was increased to Re. 12-2-0.' In a gimilar way other rates wero
algo inereased. So also, with effect from 1st of Oectober 1916 tho
rechates on the shipmenta for Indian ports excluding Buarma were
abolished. In 1917 all first class coal was requisitioned and con-
trolled by the Government and prices were fixed by the Controller.
"Thig action was takien because of rising prices and frequent adulter-
ation in coal which affected its quality. The demand for coal
on Government account and for indnstried way increasing, which
called for a steady supply of first clasg coal. This control re-acted
on the suply of second grade coal algo, and iis prices began to
goar high, because betler grade coal was not available in the open
market. Due to gcarcity of coal and the consequent substitution
of lower grade coal for superior, the supply of second grade coal
wad algo controlled in 1918, but this was soon given up. Control
on first clagd coal continued and was removed in March 1920,

GROWTH IN TONNAGE AND EARNINGS

These enhancements in rateg could not check the rising tide
of Indian ocoal traffic due to growing demand and we are nof
gurprised to note an increasge in the ghipment ag well a8 production
of coal. In fact, the increage in the production of coal after these

i, 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 224 million tons in 1919.1

Ay 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 increasge
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, and the rise 'in tonnage which had been gradual and
gteady right from the year 1313-14, was interrupted and fell from
about 224 lakhs of tong in 1916-17 to about 218 lakhg 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. Thusg 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 end here, and in the year 1919-20, after the
ceggation of the war, we find both the tonnage and earnings
falling considerably. "The production dropped to 18 million fons
in 1920, This was, however, a posi-war year and hence
geveral other factors which crept in after the cesgation 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 intensive
and growing home demand and the absence of foreign competi-
tion, developed appreciably. The expansion of the industry, in
gpite of the high rates, was great, and to-day we take the produe.
tion of 1919 as a record cne. But in gpite of this increase in

1, Coal traffic on India railways during the war was ae follows ;—
Year Total Tonnuge  Earnings
{lakhs of tons) (lakhs of Ra.)

1918-14 171'1 4978
1914-15 1847 5664+5
1615-16 1806 6309
1916-17 2239 7996
1617-18 2182 8274
1918~19 2325 8804
1019-20 2140 790°8

Compi'ed from the Reports of the Railway Board, Vol, 11,
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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, KEven with the higher rates, railways failed to provide
adequate facilities for the transport of coal. Tack of transport
facilities curtailed the raiging of coal. The Coalfields’ Committee
has collected very valuable evidence which proves beyond 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 suitable railway wagons is
most important, Tt is8 generally admitted that not only the
number of wagons available, but also the facilities for moving
them have been inadequate. No improvement can be effected in
the industry until this outstanding defect of inadeguate transport
ig radically and permanently rectified. The lack of transport ig
itgelf a direct canse of waste.”™ The Acworth Committee recorded
gimilar "finding. *There i3 a rapidly increasing demand for
Indian coal, and outpu} could keep pace with it, but is blocked
by the limitation of the railway capacity.,”® Thus the development
of coal industry wag restricted by the absence of adequate trans-
port fecilities.

RAILWAY RECEIPTS FROM (OAT, TRAFFIC ANALYSED

The development of the Indian coal indnstry, notwithstand-
ing the inadequacy of transport facilities, proved beneficial alike
to the carriers, the producers and the consumerg, The earnings of
all the railways from coal traffie, increased, -ag will be evident
from the following table —

Earnings on Coal Trafic®
(in lakhs of Rs.)

Year B.N.E. E.LR. G.LP.R.
1014-15 04-5 334-5 42-7
1915-16 105-4 3344 76-0
1916-17 120-8 4083 110-1
1917-18 123-2 a87-9 87-3
1918-19 119-7 4371 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 Raillway Foard, Vol II, 1013-14 to

1920-21.
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Wo cwmnot, however, fail to note that war had offered an
uniqne oppartunity to tha Tndian enal industey, whieh conld not be
fully ntilived due veimarily tolack of transport facilities, hecause
tha hoavy strain of military bhransnort, so mueh so that by the end
of the war the Tndian vaitway svstem stood  thorouchly parvalysed,
Repaivd and renewald had hoen postponad indefinitely,  ** There ig
a lares demand for Indian coal for export, buf in the absenes of
aleguate trangport fucilities for meeting ik, India i3 missing an
exceptional  opportunity of ealablishing itdelf in the foreign
markets, where itd eoal i4 in ereat demand, Tfadequate railway
fiacilities are provided the prodaction of coal eanld he inereaged.’*
Inadeqnate railway facilities restrieted ontput. In 118 and 1019
mines raised far more coal than the railway conld trangport and
lad to rapid acanmulation of gtocks in the eollieries.?

THE POST-WAR POSITION OF THE COAT INDUSTRY

The treaty of Veranilled heraldrsi o new era in the industrial
hi-tory of the worll. The almormal conditions having hoen
removed, the field wae prepared for reovoanisation and reconsiruction.
The re-habilitation of the econntry after the ravaces which war had
wroucht was the watch-word of the day., While the belligerent
countries were thne engazed in their tagk, the neutral countries
tried to inerease their commereial activilies,  This meant increased
demand for goods and services, TInge debls wore incarred for
reconstruction of trade and induslried, India’s task wis no lesy
diffienlt.

Railway facilities in Tnelia had fallen shoré of the veguirements
long hefore the cloge of the war,and, ad woe have noted ahove, large
qnantities of enal accumulated at the eollieriey, cspecially during
the years 1918 and 1910, After the cessation of hostilities, it
was incumbent upon the Governinent of Indir to take np im-
nediately the rehabilitation of thoe railway plant g0 ag to supply the
growine trangport requirecments of trade and industries. But the
Government of India failed to make any immediate provision and
took actinns which wmarred the fnture of the country. Instead of
helping the industricd, which had heen set np daring the war, duo
primarily to the necessitied and cirenmslances ereated by the war,
it either withdreew the formar Welp or did not give additional help
1. Rir (5 Tones: Aeworth Committes Repert, © -7.. -

2, Tariff Board, Parz_ 11,
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which the post-war conditions called for, Natural protection
which wng afforded to Indian industries by the climination of
foreign competition eceaged after the esssation of hostilities.  Under
the ailverse post-war eonditions and step-motherly treatment of the
ghato, the infant bub ecsgential indnstries which war had fostered
soon vave way hefore theivr foreion rivals,  This vitally ailected the
intercstd of the eoal industey, which we ghall have oceasion to
disensd later.

THE CONDITION OF COAT INDUSTRY EXAMINED

In 1919, Mr. Treharne Reeg, a Mining Engineer was engaged
by the Government of India to investignte and repert on the con.
ditions of coal mining industry with a view to inercnge the efficiency
of the industry.  He visited the eoalliclds of Raniganj and Jharia
and in August of that vear submitted hig report on the best means
of securing areater economy in the production and consuamption of
coal.  Thercupon the Government of India appointed a Coalficlds’
Committee in Jannary 1920, wnder a vesolution which indiecated
that the Government of India hatl for some time under consider-
ation the question of Jdevising meand of veducing the large avoidable
waste of coal known to acenr at the Raniganj and Jharia coalfields.
Thig wag due mainly to difficult methods of extraction, resulling in
the total Towy of a large amount of coal, to inefliciency in the
generation and use of power, and to extravagant methody of colke
making.® The Majority Report advocated the necessity of State
cnntrol to exercise a controlling anthority with powers designed to
cnsure conservation and cconomic oxtraction.  Tho Committes
gtated, inter alia, that a steady and sufficient supply of wagons, with
the vequisite facilities for moving them ig the most urgent need of
the industey.® Thuy, adequate provision of Railway facilities far the
trangport of coal wag found to he the primary need of the industry.

ENHANCEMENTS IN RAILWAY RATES

The prices of coal had soared high. The average price f. o. v,
at the mines, of tha best qualiby of Bengal coal (Dishavearh) wag
Rs. 8—12-10 per ton for 1920 compfn'ed with R4. 5—-1-4 per ton in

1 Trom the resnlutmn quotul by the- Geological Survey of Tnd]a
YVol. LVII‘ p. 97,
2, Coalfields Committeu
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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
Government 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, the raising of the rates for the carriage of coal id one of
the most important isgsues. The existing rates were fixed some 15
years ago, when the working expenses were very much lower than
they are now. They were harely remunsrative and at the pregent
time do not cover cost of carriage. Moreover, the absence of
ghipping in the first instance and later the high cost of sea freights
has forced nearly the whole of the trans-Indian coal to rail, with
the result that nearly half the broad-gange goods stock of the
.country ig locked up in this traffic. The existing rates, therefore,
amonnt to a tax on the public for the henefit of one section of the
trading community, and an enhancement of the rates to a figure,
which will give a fair return for the serv'ces rendered, seems
inevitable. This, in shorf, was the line of argument adopted by the
railwav coropanies in advocating an enhancement in coal rates. It
ig clear that the railway companies wanted to raise their earnings,
not by developing the traffic, but, by restricting it. In fact, ag
adverted to above, the receipts of the railway companies had already
rizen congiderably during the war and wonld have risen still more
if the railways had provided adequate facilities. But instead of
endeavonring to inerease their plant, the rallway companies, in their
ugual ghort-sighted poliey, thought 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 Communique stated, * It
is unanimously agreed amongst railway companies that the existing
rates for coal from Bengal coalfields are distinetly low and can bear
enhancement, and they aceordingly propose to increase the freight
charges for this commeodity by approximately 5 per cent. for Iong
distances varying to 7% per cent. for short load traffic”*. The
Communique clearly shows the pregsure which was brought to bear
upon the Government. But the attitude of the Government

1. Railway Board Letter No, 345/T/16 dated Simla, the 12th of November
1819, .
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towards this most important isgue is indeed gurpriging and
anfortunate for the induslry. Instead of the meek and submissive
attitude, as portrayed in their aforesaid communigue, the Govern-
ment of India, in the interest of the national industry and the
general consumers, shonld have made the increase in rates
conditional on the provigion of adequate transport facilities.
Thiz would have been convenient to all the parties, Given
better transport facilitios the traders would not have grudged the
proposed enhancement in rates. But, that was not to be. The
rates were raiged from the first, April 1920, as summarised below :—

Present and proposed rales

Present Scale Proposed Seale

Pie per Pig per

maund. maund

per mile permils

Up to 75 miles vee Oeld4 Up to 100 miles we 0015
Plog from 76 miles to Plug from .101 miles to

200 miles e 012 700 miles v 00125
Plus from 201 miles to Plus from 201 miles to

500 miles we 0°06 700 miles e (0086
Plus from 501 miles Plus from 701 miles

upwards o 0005 upwards . 0405

The incidencé of the increage in rate on the movement of
traffic will be better understood when the actual rateg are worked
out on the aforesaid basis, An attempt i3 made to poriray the
precige nature of charges introduced by taking up a few concrete
ingtances ag given below :—

Eates per maund from Jharia

Mileage  Stution to Old rate New rafe
Ra. a. p. BRs. a. p.

480 Cawnpore 6 1 0 6 6 0
739 Delhi 715 0 8 6 0
978 Amritsar 910 0 10 3 0O
1011 Lahore 915 ¢ 10 8 O
1407 Karachi City 13 6 ¢ 1314 0
173 Howrah 3 40 3 8 0
164 Titaghar 32 0 36 0

It will be seen from the foregoing table that the distant consuming
markets had to bear a higher incidence. Thus, whereas markets
like Howrah and Titaghur had to pay an increase of only 4 as. per
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maund, Delhi, Amrirsar and Lahore, ete. had to pay 9 as.
per maund. The burden of the increased rates is better realised
when it i3 remembered that these markets nsnally have to pay sub-
stantially high rates, due to their location, digtant from the coalfields.
In fact, a3 can be geen from the foregoing statement, the indus-
tries at Amritsar and Lahore have to pay the railway {reight, treble
of that paid by those in Caleutta. The capacity to bear the transport
chargo of an article like coal, a3 discussed clsewhere, is strictly
limited. Doubtless, in the absence of a suitable substitute for coal in
India, especially in the up-country centreg, railways can successfully
levy a tax upon the industriegs; bunt this iy detrimental to the
interests of the country,

Not being content with the inereage in rates introduced in
April, 1920, the railway companies pressed for still higher rates. It
ghould not, however, be understood that the Government willingly
and readily granted these enhancements. A communique issued
after the increage in rates, referred to in the preceding paragraph,
states : ° The Government of India are most reluctant now that the
war 18 over to embark upon further schemes involving restrictions
on trade, but they are aware that the general trade of the country ig
being gravely hampered by the difficulty of moving produee and
that many of the industries of India, especially the small industries,
have suffered severely from the difficulty of obtaining coal’.t But
the Government ig to be Llamed for yielding to the dictations of the
railway companied, even though apparently against their will,
becauge the rates were increased a second time in 1921. * After a
careful consideration,” rung the letter of the Railway Board, *‘ the
Government of India have approved of the introduction of the
following revised scale for the carriage of public coal with eflect
from the 1st April 1921 :

Miles %8 por maund
For the first 200 miles 015
Plus for 201 to 300 miles 013
TPlus for 301 to 700 ,, 007
Plus for 701 miles and beyond s 008

1. The Government of Indin Press Communique, dated, Simla, the
9th. July’ 1920,
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INADEQUATE RAILWAY.FACILITIES

Even with these enhanced rateg the railways could not meet
the requirements of the trade and the complaints from traders
increased. In fact, the development of the industry wag throttled
for want of adequate railway facilities. This fact was admitted on
all hands. Mr. Peat says,  Because 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 1921.71

This inadequacy of railway facilities affected ofher industries
no lesg. The entire industrial system of India wag starved. This
wag admitted by Mr. Hindley, the Agent of the E. L R., before the
Acworth Committee. He said, “ It is impossible to estimate the
loss to trade which would be brought akout by the delay in
providing essential facilities, and the persistent failure to keep the
capacity of the lineg up to the demands for transportation. The
poyition i8 already so bad that at times the railway has to restrict
and even to entirely close 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
congiderably less than required ; large quaniities of merchandise
offered for transportation have frequently to be refused. Improved
facilities are necessary, not only on the E.LR., but especially on the
adjoining lines and junctions, "’

Working under these difficuliies it is but natural that the
expansion of the coal industry should receive a setback. “ For the
first time since the year 1852 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 eent. to 17-9 million
tons in 1920.”% This reduced production was due to the shortage
of railway wagons for loading. Large stocks of coal bad 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, Chairman, Indian Jute Mill Asscciation,—Acworth Com-
mittes Report, Chapter, I, p. 10.

2. Report of Acworth Committee, Ch. II, p. 8.

3. Records of Geological 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 wvarious
collieries were in a condition to meet increased demands,
there were all the potentialities of a glump. This glump in
coal trade, which paralysed the industry, was brought about
by shortage of wagon supply and the malady was aggravated
for want of proper diagrosis. The Tarifl Board says, " In 1319
and 1920, the E. 1. and B, N. Railways despatched only 30 million
tons of coal though 37 million of tong had been raised in Bengal
Bihar and Origsa in ihese 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 industrial policy. With adequate
protection to industries, old as well as new, which were started
during the war, and eflicient and adequate wagon supply, hoth
internal and external markets for coal could be maintained. The
post-war fall in prices would have been neutraliged by efficient
working of the mineg and elimination of waste.

AN EMBARGQ ON COAL TO RELIEVE RAILWAYH

The Government of India, however, thought otherwise, Instead
of providing for the deficiency in railway facilities, which had
restricted the output of coal and caused scarcity in the internal
markets, tho Government of India placed an embarge on the export
of coal. This was a poliey suicidal to the interests of the coal
industry, which logt a most opportune time for expangion. 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
and adequate wagon supply was forthcoming. In fact the exports of
Indian coal had rigen 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 but was nipped in the bud by
the restrictions on the export irade. The embargo lost us our
foreign markets, which we have not been able to recover as yet.®

1. Tariff Board, Para. 11.

2. Records of Geological Survey of Indis, LXYV, p. 63.

8. The Indian conl export trade was cut off at & moment when it
reached ita highest point, and it is the effect of this severe plight which
is still writ large on the present depressed state of the trade.

Bee Minute of Dissent, Report of the Indian Coal Committee, P, 138,
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Thus, it i3 the shortage of wagon supply rather than of stocks
which was the root canse of the ban on coal trade and its
congequent 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. 8o
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 that 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 thig
supply the total requirements of coal trade were not met, it was all
the more necessary for the Government to increase the wagon
gupply and afford thereby an adequate accommodation. Trangport
facilites ought to have kept pace with the growing needs of trade
and industries. But this was not to be. The Coal trade wag denied
all justice,

PROGRESY FROM 1920 To 1525

We have referred at length to the embargo on the export trade,
because it ig a key to the subsequent post-war developments in the
Indian coal industry. 7The following statement swunmarises the
development of the industry till 1925 when the Coal Committeo

gubmitted its report :—

Supply of Coal in India®
(in lakhs of tons.)

. Available .
Production o Exporis of Total arvailable
Year Indian coal.f Ind:'jan cuc;{. f:;g?giyc:é. eupply.
1620 180 12 -39 168
1921 193 27 109 201
1922 190 T 115 201
1923 196 14 58 201
1924 212 20 398 214
1825 2090 22 4-3 211

1. Indian Coal Committee, p. 7.
2. Compiled from the Supplement to the Indian Trade Journal, 1929, p. 27.
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Coal mining shows signs of recovery, as the foregoing table
brings out. But the recovery hag been very slow and unsteady, so
that the cutput of even 1925 lagwed behind that reached in 1919.
It failed to recover in full the lost ground. This has been attributed
to gaveral canges : reduction of the post-war demand in the earlier
part of the period ; unremunerative selling prices; an acute shortage
of railway wagons for loading; inadequacy of the labour supply
and decreased ountput per person ; the prolonged strike on the
the E. I. Railway during 1922; floods cansed on the Jharia
coal-fields by an exceptionally heavy monsoon in 1922 ; fires caused
by the spontaneous combustion, necessitating the closing of mines
towards the end of the period ; and the importation of foreign coal
in increasing qnantities®. The cumulative effects of these adverse
circumstances coupled with the world-wide depression in trade
explain the reduction of the coal output.

FExport fignres tell a very gad tale. In view of the crisis in
the coal trade, the Government of India in July 1920 stopped
the export of Indian coal, except under license. A little later
the preference given to bunker coal was also taken away. In
April 1922, all regtrictions on the export of cargo or bunker coal by
gea tn portd in India wasg removed, hut sending coal as cargo out of
British India was still prohibited. The embargo was entirely
removed from January lst, 1923. The effects of embargo were
immediate and the exports were checked and dwindled to an
insignificance, amounting to 77 thousand tong in 1922, The export
markets in the absence of Indian coal took their coal requnirements
from other conntries. The Indian Coal Committee admitted that
the quality and price of the supplieg obtained by these markets
from other sonirces, and especially from Africa, after the embargo
was imposed, proved so satisfactory that the pre-war relationships
has been reversed, and established business relationships are an
ohstacle to the re-introdunetion of Indian coal even in a market like
Colombo, where it once held & commanding position®. It i no
wonder then if Indian exports have been unable to regain their
former position ; the two most important markets, Ceylon and the
Straite Settlements were lost. After the removal of the embargo,

1. Records of the Geological Survey of India, Vol.-LVII, p. 26.
2, Report,of'the Indian Coa! Committes, 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 np a flourishing export trade. There can be no doubt thata
healthy export trade may be a sure indication of satisfactory internal
conditions, betokening alike the existence of efficient transport
gystermn, 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 rebateg, and the opening up of new
flelds in India, will help this country to recover the position she
formerly held in these important outside markets, durving the near

future'.”

The imports of foreign coal which had dwindled to insipnifi-
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 i3 a sad commentary on the Government policy. To have
prohibited export and at the same time to have arranged for the
coal gupplieg from the foreign market was a douhle wrong on the
Indian coal trade®. The coal industry lost its hold on foreign
markets, and the esmbargo fostered the penetration of foreign rivals
in her internal markets, which it ig now finding difficult to oust out.
In port towns like Dombay, imports of foreign coal have
re-placed Bengal coal. The action which was taken a¢ an adminis-
trative expediency, becauge the provigion of increased railway
facilities, ag an alternative to embargo, would have been c¢om-
paratively difficult, and not a deliberate move to hinder the progress
of an indigenoud industry, has wronght damages difficult to repair.
Thuy, 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 conspired 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 increage of
railway freight in 1922, which was continued till 1926. The

1. J.C. Brown, Records of Gaological Survey of-India, Vol. LVII, p. 29.
2, Vide, Minute of Dissent, Indian Coal Committee, p. 138.
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rates prevailing during the period 1922-26 were generally high, as
will be seen from the following statement *—

Comparative statement of Ratlway Freights
Rates per ton from Jharia Coal Fields

To Pre-war Poat-war

(in 1907} (in 1922-26)
Ba a p. Re. a. p.
Cawnpore 515 0 8 10
Delhi 715 0 1010 0
Tahore . HI3 0 13 20
Rombav we 11 4 0 1414 0
Karachi . 1210 0O 1615 ©

High railway freight, coupled with the searcity and irregularity
of wagzon supply and higher raising costs of coal, restricted the
consumption of Indian eoal and helped the imports of foreign coal.
The average pit-head value of Bengal, Bihar and Orissa coal had
rigen from Rs. 4-5-0 to Re. 7-10-0 in 1922 and Rs. 7~1-0 in 1924,
The total consumption of coal—local as well ag imports—has been
rising gradually, but the progress lagged far behind reasonable
expectations. Several canses have operated to regtrict thig growth,
of which the railway problem ig very important. By 1924, the
produection of Indian collieries had risen to nearly 212 lakhs of
tong, but conld not be disposed of, dne to canges already mentioned.
Thus, by 1924, the Indian eocal mining industry manifested the
signs of over-production a formidable menace to its future,
Indian railways, on the one hand, had inecreased their freight
considerably, and on the other, they failed to supply sufficient
wagong of the right kind.

THE ANALYSIS OF RAILWAY TRAFFIC AND RECEIPTS

During the peried under review the traffic in coal, coke, and
patent fuel carried and the earningg therefrom were as follows :—

(Both tonnage and earnings in laks)

B.N. R, E. IR Total on all Rlys.
Year Tonnage. Earnings. Tonnage. Earnings. Tonnage. FEarnings.
tons Ra. tons Rs) tons Rs.

1920-21 ar7 127-3 111+ 77 218-6 8214
1921-22 869 1285 84-8 3772 1879 7300
1922-23 385 140:0 102'6 4715 2037 86340
1923-24* 336 125-0 106-1 4804 1983 8223
1924-26% 4441 126-0 1208 8544 2286 9165

* Figures after 1928-24 are of traffic earried on Class I Railways only.

+1. Geological Survey of India, Vol. LXIV, p. 35.
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As the figures show, both tonnage and earnings received a
getback in 1921-22, but soon rose in 1922-23. Thereafter, there
has been a steady rise. Because of the rigse both in tonnage and
earningd, after the general enhancement 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 reduction of coal rates was
made out it was vehemenily opposed ; but 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 Comnittee, known ag the
Indian Coal Commitiee, was appointed in September 1924, * to
enquire and report (i) generally what measure can be taken by
Government, by the coal trade, by the railways and by the ports,
whether gingly or in combination, to stimulate the export of
suitable coal from Caleutta to Indian and foreign ports, and (ii) in
particular, whether effective meagures can be taken for the peoling
and grading of Indian coal for export and for bunkering and how
the costs of such measures should be met,”

From the termg 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 guestion whether a protective duty
should be imposed on imported coal generally or coal imported
from any particular country or countries, and, if go, at what rates,
The recommendations of thege two bodies had far-reaching effects
on the coal trade. But it is elear from the referenceg of both the
enquiries that the Government of India, being pre-occupied with
the dangerous condition of the export {rade, neglected the demands
of internal markets. As the statistics of the internal trade were
digcontinued, 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
gupply of wagons bear an elogquent testimony to the unbealthy
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ptate of affair. Needless to say that improvements in this branch
of our trade were equally necesgary.

'The most striking feature of the ecoal industry by the end of
1924 was the excess of available supply of coal as compared with
the demand, both internal as well ag external. It will be recalled
that some very important foreign markets were lost while the
embargo was operating which could not be recaptured. 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 began to accumulate. Higher railway rates on the internal
traffic intensified this tendency.

Thig over-production, either actual or potential, led to severe
lepression in the coal industry, by the beginning of 1926, with
aeavy falls in the prices of coal and the closure of many mines.
After a full investigation it wag found that the quality and prices
»f Indian coal were at the root cause of this situation. The demand
‘or Indian coal did not show proper response because both quality
md prices acted against it. 1f proper precautions were taken and
mprovements effected, demand, both external and internal, was
Jure to rise. The problem before the indusiry, therefore, was one
of price and guality.

THE INDIAN COAL GRADING BOARD

Asg for the improvement in guality, the Indian Coal Com-
mittee recommended that-a Grading Board should immediately
be established, which would grade collieries, which produce coal for
export and arrange for the issue of certificates for each congignment
of coal exported. The Commitiee 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, ag
soon a8 possible, classifying the different collieries and seams on
this gystem. ‘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 nseful service to the collieries
and the conpumers alike, for whereag the former have been able to
increage their sgales, the latier are assured of a better and more

1. Records of the Geological Survey of India, 1925, p. 249,
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uniform guality. In September 1929, the Board addressed the
varicus Chambers of Commerce inviting them to express their
views on the work performed by it during the past three years.
The replies received bear an eloquent testimony to the achievements
of the Board.® 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 supervigion and the certification of the
cargoes by the Indian Coal Grading Board have been of the
greatest agsistance to the industry, and the gystem, which now
geems to be very firmly established, has proved to be acceptabls
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
adeguate and cheap transport facilities. Immediate and simul-
taneous improvements in both the directions was necegsary, with
the close co-operation of colliery owners, railway authorities and
the Government. Raising costs conld be reduced by the increaged
nse 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 digcussing railway rates on coal it would be fruitfunl to
analyse the problem before the industry in greater detail, This
problem presents peculiar difficulties to the colliery-owners,
railwaye and the consumers alike. Railways are confronted with
peculiar difficulties due to the wide seasonal fluctuations in thae
wagon requirements of the Indian coal trade, congestion of the
collieries, and the low average output. ILabour employed in the
coal-fields being primarily agricultursal, the colliery raisings are the

i. YA very large user of Bengal coal states that there has been marked
‘improvement in the quality of the Bengal coal supplies since the Board

came into being.” Burma.

“The shipment certificate and the supervision of your Board have
given satisfactory results.” Singapore.

“The coal received from India ia found to be highly satisfactory in
every way.” Hongkong.

“In the opinion of the Chamber your Board is fulfilling an jmportant
function in & most efficient manner.,” Northern India.

R—24
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highest between February and May, when the agricultural opera-
tions are at a sfand gtill, As the storing and stocking of coal is
wagteful, it needs to be despatched immediately after it is raised.
The result is that the demand for wagons on the coalfields reaches
its maximum, at a time when the demand for wagons to move all
other traffic is ab its heaviest. It i3 during the busy season that
inadequacy and irregulality of wapon supply i8 more acutely felt.
Thig is the most difficult problem that thoe 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 ean be reduced by the introduction of
mechanical coal cutters which increagse the output and reduce the
cost per nnit. But the wagon supply being inadequate and inter.
mittent, the collieries have to resort to wasteful stocking, This
uneconomic stocking has materinlly affected the output of the
colliery, with the regult that the machines have not led to that
gaving in overhead costs, which the companies concerned had
every right to expect. In short, a suitable and regular supply of
wagons is a primary necessity of the coal industry.

INCREASE IN WAGONS AND THEIR EFFICIENT UTILISATION

The evil, therefore, has to be removed. To procure enough
new wagons to enable a full supply to be given to the collieries
throughout the year would be uneconomic ; and it would raise
the freights unduly high. The 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
gtock. It should he admitted that the efficiency in wagon supply
hag been increagsed by the introduction of the pooling system
since 1921. 5o also there has recently been a marked improve-
ment both ag regards the wagon supply and other railway facilities,
and yet it must be noted that the railways are not in a position at
present, 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,

INTRODUCTION OF SEASONAL RATES

The improvement in the number of wagons and their speed
ghould be supplemented by the introduction of seasonal rates.
Events subgequent to the publication of the report of the Indian
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Coal Committes have amply demonstrated that however efficient
wagon supply may be, it is bound to give way some time in the
busy season. The seagonal character of the demand for coal and
itg greater intensity in the first half of the year makes a proper
adjustment and manipulation of the wagon supply as well ag
demand all the more neecessary. Mere manipulation of wagon
gupply ig not enough ; both must be manipulated,. The Railways
in their own interest must remove this tension of seagsonal traffic,
necessitating additional equipment which cannot be employed all
the year round. We concur with Mr. Banerjee that seasonal rate
gshould be tried 8o ag to stimulate the demand for coal in the
plack seagon, when a Jarge number of wagons lie idle throughout
the country. This will be beneficial to the shipper, carrier and
congumer alike.

PUBLIC DEMAND REDUCTION IN RATES

Let nus now review the freight position. The higher rates
introduced after the war, as adverted fo above, had proved
excegsive and the growth of trade was being restricted. This
gave rise to complaints and repeated requests were made to the
authorities concerned to reduce 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 hag prejudicially affected the main-
tenance and development of industrial concerns in Northern India,
and thoge situated at a great digtance 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 digtances.” Similarly, the Hon.
Rai Bahadur Lala Ramsaran Das moved the following resolution
in the Council of State on the 15th September 1925:  This
Council recommends to the Governor (veneral in Council that
gpecial concession rates he granted by the different railway
gystems for railway freight on coal when Dbooked 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 rilways.” This
regolution, notwithetanding 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.

REDUOTIONS IN RATES OFFERED IN 1926

In due courge, Sir Charles Innes, while introducing the
Railway Budget for 1926-27, announced that the railway freight
on publie coal carried for distances exceeding 400 miles would be
reduced to the level of rates in force for locomotive coal, This
meant a reduction of about 10 per cent. The reduced rates were
put into force from 1st April and worked out as follows :—

RATES PER MAUND FROM JHARIA FIELD

Former Rates Reduced Rales

Rs. & p. Re a. p.
Cawnpore 810 7 30
Jubbulpore . 910 8 5 0
Delhi . 1010 0 9 70
Lahore .., .. 13 20 12 ¢ 0
Bombay ... .. 16 6 0 1312 ©
Karachi ... . 1615 0 1513 0

THEIR EFFECTS ON COAL TRAFFIC

It behoves us now to examine the effects of these reduced
rateg on the movement of traffic so a8 to he able to understand the
attitude taken up by the authorities and the justification thereof.

Coal Trafiic carried on Class I Railways
Total on wll Class T

B. N. R E. IR Railways
Year  Tonnage Karnings ZTonnuge FEarnings Tonnege FKarnings
tona. Rs, tons, Re tons, Re.
1923-24 386 125-0 166+1 480-4 198+ 822-3

1924.25 441 12540 1208 6544 2285 916+
1926-26 49:0 14642 1133 54843 220-1 8955
1826-27 564 1441 1176 5396 239-1 9038
1927-28 653 1657 1245 6608 2578 9504

It will be geen from the foregoing statement that both the
railway tounage and the receipts have maintained an upward

1. He gaid, “Our actual proposal is that on distances exceeding 400 miles,
the rates of freight for public coal should be reduced to the rate now
in force for locomotive ccal. 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 anthorities as an indication of the reasonableness
of the rates charged. Asg discusged elgewhere, the increage in
traffic by itself does not offer full justification of the reasonableness
of the rates charged. In such cases the nature of the article
trangported and the demand for it should be carefnlly scrutinised.
But the railway authorities frequently ignore this important
congideration. In the case of the commodities which are necessaries
of life and have an inclagtic demand, the railways can easily impoge
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 gubstituie
for coal available. DBesides, with the development of industries,
the demand for mechanical power wag increasing, and therefore,
even though the railway rateg on coal were high, people could not
help uging it. In those cases, however, where they could find
some guitable substitute they tried to do away with coal. For
instance, in the Bombay Cotton Mills, the substitution of eleciric
power for coal proceeded apace during this period. This
curtailment of the actual and potential demand for coal under the
stress of high railway rates is often overlooked. But it becomes
more clear when we examine the traffic statistics after the reduction
of April 1926, It will be seen from ihe foregoing table that the
development in traffic was more rapid after the reduced rates were
put into force; both the traffic and the earningd increaged. The
grant of rebate on export coal further stimulated the traffic,®
This prompt responge of the traffic to much-needed reduction in
rates falgified the assumption of the Government that the rates
formerly quoted were such as the traffic could reagonably 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
congiderable harm to indigenous trade and industries.

1. On grade cozl shipped under certificate from the Coal Grading Board,
a rebate of 374 per cent. on actual freight paid was granted, while on
eoal non-graded and not covered by any certificate from the Coal
Grading Board the rebate was 25 per cent. of the actual freight paid,
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DEMAND TOR FURTHER REDUCTION

But these reductions proved inadequate and the public demand
for further reductions increased. It was contended that the
reduction of 10 per cemt. did not go far enough towards the
removal of the very congiderable previous increases in freight.
The pithead price of coul was Dack to the pre-war level, and
therefore, keeping the railway freight at a figure substantially
higher than that of the pre-war rate wag unjustified. In fact, the
railway rateg were disproportionate and impoged a great handicap
on the industries, particularly because the industrial depression
had set in. The Associated Chambers of Commerce of India and
Ceylon unanimously carried the undermentioned resolution in iis
annual general meeting in 1923 ; “ 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.”* They also demanded a
redunetion of railway freight on fuel and oil and the resolution
ran as follows: “That in view of the fact that liquid fuel,
Furnace and Diesel Qil are largely used in industrial concerng and
publie utility undertakings equivalent with coal, it is reasonable
that railway freighi on such oil should bhe reduced correspondingly
with any reduction that may be made in the freight on coal and
coke.”?

REDUCTION IN RATES

The Railway Member iniroducing the budget for 1920-30
announced a further reduction in rates for long distance traffic to be
put into force from 1st June 1929. In this connection, it is
interesting to note his remarks on the tratfic results after the re-
duction of rates in 1926. To quote him in extenso: ‘‘the last
reduction in our coal rates was made in 1926, and the regults have
been such a3 to encourage usto take another step in the same
direetion. On the E.I,R.,the tonnage carried for distances over
400 miles was 31 per cent. more in 1227-28 than it was two years
earlier, and the earnings 33 per cent. more. It is a very significant
fact that the earnings on long distance public eoal should show a

1. Vide, Aunual Report.
2. Supra.
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greater increage than the tonnage, notwithstanding the reduetion in
chargeg, for it means that the average distance over which the coal
wad 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-
terised ag ultra-conservative. Qur railway policy lags far behind
the industrial requircments of the country. The Government of
India flouted the sober public opinion of the Upper House, which
had expressed iiself in unequivocal terms by carrying the resolution
of Hon. Rai Bahadur Lala Ramsaran Dag without being taken to a
division, and refused to give itg assent. The Government confesged
ity mistakes when later developments made it too self-evident to be
concealed, The increase in the earnings greater than the increase
in traffic, ag referred to by the Railway Member, further proves the
ghort-gighted policy adopted by the Government in not having
announced the reduction earlier as per resolution of the Council of
State referred to above.

The long distance traffic, ag adverted to above, had shown
greater response to the reduction in rates, and therefore in 1929 the
concession in rates were confined to traffic carried for distances
exceeding 400 miles. The precise extent of the reductions made is
portrayed below :(—

The then existing scale of rates for coal, coke, and palent fuel
carried for distances exceeding 400 mileg were :—

Pie per maund

per mile

From 1 to 200 miles 015
Plus 201 to 500 ,, 007
s 501 miles onwards 0-06

The redueced scale of rates for coal, coke and patent fuel
carried for distances exceeding 400 mileg wag 1~

Pie per maund

per mile

From 1 to 200 miles 015
Plus ,, 201 to 400 ,, 0-06
sy 3 401 miles onwards 005

1, Vide, Budget Speech, 1929-30.
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On this new basig the rates from Jharia field work out asg
follows :

Market to OId Rates. New Rates.

Rs. aap. Raoap
Cawnpore 7 6 0 610 0
Apra 8 80 712 0
Delki 9 70 810 0
Bombay 1312 0 12 6 0
Karaochi 1513 0 14 0 0
Ahmedabad 13 2 0 1111 0
Lahore Cantonment 12 0 0 1012 0
Amritsar 1112 0 10 7 0
Madras " 1211 0 11 7 ¢

The reductions are sgubstantial and have been gratefully
received by the public, especially the Dbusiness community. The
‘traffic has also given response so that we find that the total tonnage
on all Clasd I Railways which wag 254-1 lakhg of tong in 1928-29
roge to 2719 lakhs of tong in 1929-30, and the earnings therefrom
rose from Rs. 9453 lakhy of Rupees to Rs. 9516 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 depregsion which subsequently set in. Commencing
from 1929, it gathered momentum and its intengity increased. The
Indian coal industry, like other indusiries, has fallen a prey to this
trough of depression and is passing through the most tronllesome
times. We do not propose to study the causes of the industrial
depresgion ; it would be enough for our purpode to note the general
features of the coal industry during the period and state the now
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., BSome of them have been actually closed down. This is
not all. Even ceal mines producing the best qualities of coal, those
working on older methods, are somehow managing to remain in
existence ; thoge which are equipped with modern plant and
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organisation are the only one which find it possible to pay
dividends, though 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
firat class and selected mines, owing to the introduction 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 use of improved ccal burning methods, leading to redueced
consumption of coal per unit in factories and railways.

A# a consequence of the present depression, the upward and
downward coal traffic on the E. I. and B. N. Railways during 1929
and 1930 did not show the expected rise. The total output of
coal in India increaged from 23-4 million tons in 1929 to 23-7
million tons in 1930, but the increage in consumption could not
keep pace due to several canses noted above, Hence the Indian
Coal Indusiry to-day is suffering from over-production. This is
especially true of the Bengal coal-fields which have to face internal
asg well ag external competiton. Internal competition ig due to lack
of organisation amongst the colliery owners of Bengal, and Bihar
and Orissa ; they compete amongst themselves and guote un-
remunerative prices. As regardg the external competition, Natal
coal competes with Indian coal in India, and other coalfields
such as Singareni and €. P. coal-fields compete with Bengal
coal in certzin areas. The ontput of Singareni and C. P. ¢ollieries
has increased appreciably in the recent years.

Bengal coal 18 being displaced in some of it¢ mogt important
markets like Bombay and Ahmedabad. The consumers of coal
have found that to produce the bhest combustion results, it ig
necegsary to mix Bengal coal with C. P. coal half-to half, and this
practice has become a rale, C. P. coal being cheaper, this mixture
has led to considerable fuel economy in large industrial establisha
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 . P. collieries.

In short, the Indian e¢oal industry is suffering from over-
production ; the symptoms of the disease were manifest ag early
as 1925, but now it has become chronic. Thig serioug situation ig

R—-25
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due to internecine competition of the collieries, tha inefficient and
unenterprising managing agenty who have failed to utilise modern
methods of pushing their sales and neglected the needs of their
consumerd, and the prevalence of uneconomic methods of extrac-
tion. All thess factors have conspried to increase the intengity of
the depression and complicated the problemn before the industry.

THE SURCHARGE ON COAUL 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 January 1332. This most inopportune move
geems 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 neutraligsed the reductions both

“of 1926 and 1929, acceded to after strong public agitation, so that
today the freight position i8 not very dissimilar to that during
1922-25. This action of the Government mugt be deplored, more
go hecaude it eame at a time when the industries in general and
the coal industry in particular were in the grip of the most
gerions depression the world has ever witnessed, The argu-
ments advanced by the Railway Member in support of the enhance-
ment in rates—a de facte outrage on Indian i{rade and Indus-
tries—are instructive. He argaes, “ On the revenue side we have
endeavoured to alleviate our difficulties by making certain
increases in rates and fares, where it meemed likely that
by this means additional income could be obtained. The
increases made have lheen only in connection with
coaching traffie, including both passenger fares and parcel
rates, but about six weeks ago a sarcharge of 15 per cent. wag
imposed on coal freight apart from shipments and bunker coal, and
thig is by far the most important change in goods rates. 1 refer
especially to this increase, because I ghould have been most un-
willing to agree to i$, had the financial position of the railways been
less gerlous than it is. T have long held the view that it is in the
interest of the railways to keep coal freights at the lowest level
comrmercially possible, because cheap coal is essential to industrial
development, and the industrial development means increased traffic
for the railways. But on this occagion circumstances left no alter-
native. It cannot he 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 level.”* The Railway Member admits that ‘it ig 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 0ld argument, exploded long since, that the traffic flows on and
therefore the rates are such as the traflic can bear, or in other words,
the rates are reasonable. The volume of traffic offers only a partial
justification of the rate schedule. 'We have digcussed this issue at
length elsewhere, and therefore to avoid repetition it would be
sufficient for the present to note that there wasg no justification
for this sort of railway policy. Ou lhe contrary, the traffic
statistics from 1026-27 to 1929-30, referred to above, prove the
hollowness of this argument. It will be recalled that the Govern-
ment had offered strong opposition to the public demand for
reduction in rates after 1422 on a similay plea and the subsequent
developments falsified 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 fignres of production for the lagt few years given below
clearly show that the condition of the coal industry grow from bad
to worse.

Production of Coal

Year. Tons,

1930 23,803,048
1931 21,716,435
1932 19,679,154
1933 20,153,387
1934 19,789,163

It will thus be seen that the output has steadily declined. But
notwithstanding this fall in the output, the producers have failed to
realise what may be termed a fair selling price, ag the pitsmouth
prices of all grades of coal have recorded a steep fall. For instance,
guper 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 1534-35. Prices of other varie-
ties have likewise declined and become unremunerative to the pro-
ducers. The critical condition of the industry hag caused a great deal

1, 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 faken by the colliery-owners to meet this unprecedented
economic depression have included drastic reductions in the scale
of salaries and wages of all persons connected with the industry,
the stoppage of important developments, the whittling down to a
dangerous margin of safety of all measures required for the care and
maintenance of the mineg and voluntary curtailment of oulput on
the part of some of the larger owners. Labourers have suflered
most from thege attempts at economy and the wages now being
paid in the coalfields are Lelow the economic minimum which can
enable them to live up to their average siandard. Thus, there is no
scope for further economieg in thig direction. Many mines have
already succumbed and have been forced into lignidation, and many
_others have a similar fate gtaring them. For instance, in 1924-25
there were 233 joint-stock companies engaged in the industry with
a paid-up capital of Rs. 12,63 lakhs, whereas in 1932-33, the number
of companies was reduced by 41, and the paid-up capital reduced
by Bs. 1,83 lakhs. To thiz must be added the loss in the capital
eraployed by private individuals and syndicates.

In view of the conditions protrayed in the preceding
paragraphs, it behoves us to examine the causes responsible for this
critical condition of the industry., 'The primary cause which can
help to explain the gituation is the fall in the demand for coal.
Indian railways are by far the 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, railways’ demand for private coal hag not
recorded an increage it wag expected to. In 1931, 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. Apard
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 hounty-fed South African coal, a
gtanding menace to our industry, The imports of South African
coal have increased recently, for whereas in 1982-33 the imports
were only about 13,516 tons, in 1933-34 they rose to about 34,740
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tons. The total imports of coal have alse increased from 34,300
tons in 1932-33 to 56,315 tons in 1933-34. Iron and brass foundries
consumed about 4-8 million tons of coal in 1331, but in 1933 they
took only about 4 million tons, apart from the usual expectations of
increase in demand. The demand for bunker coal has alse fallen.
Similarly, jute mills, inland steamers, brick and tile manufacturers,
ete., also reduced their purchases during the atoresaid period. This
is not all. In the foreign markets our coal trade has suffered the
worst vicigsitudes, Qur tolal exporls have declined from 513,117
tons in 1931-32, to 372,894 tons in 1933-34. Indian coal has
suffered most in Strait Settlements, Phillippine Islands and
Hongkong ; the first two markets seem to be completely lost, for
wheread Strait Settlements took 23,431 tonsin 1931-32, the demand
hag fallen to 5,391 tons in 1933-34, and Phillippine Islands
reduced the demand from 37,007 tons to 6,242 tons during the same
period, Exports to Hongkong have fallen from 162,265 tons in
1931-32 to 99,286 tong in 1933-34.

The imposition of the surcharge of 15 per cent. on coal
freights, referred to above, is partly responsible for the present
plight of the industry. Bengal coal has suffered most in this
respect. Public opinion was decidedly against this pernicious
meagure, The Government of India have fortunately reduced the
surcharge from 15 per cent. to 12} per cent., subject to a maximum
of Re. 1 per ton irrespective of distance from Ist April 1934. This
half-hearted measure hag satisfied nobody. The traffic carried has
recorded marked fluctuations as will be geen from the following
table i—

Ceal traffic carried on Olass I Eailways
(Tons and Rs. in lakhs.)

Year. B. N. R E LR Total,
tons. Ra. tons. Ra. tons, Re.
1930-31 631 1,49 1,223 5,20 2,510 8,82-0
1981-32 598 1,40 1,00:0 4,78 2,803 8,128
1932-33 877 1,82 1,015 4,87 2,190 2,165
1933.34 846 1,61 1,022 4,68 2,378 8,819
1934-35

Another important fact responsible for the present deplorable
plight of the coal industry is the prevalence of cut-throat competi-
tion amongst the producers, particularly those in Bengal, and
Bihar and Origsa. In their keen struggle for existence, many of
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the smaller colliery owners are quoting prices much below the real
cost of production. In their atterpt to push the cost of
production still lower, they are increasing their output and exploit-
ing only the upper seams of the mines. This method of working
the mines is obviously wasteful and against the true national
interests, hecause the most valuable seams are thus being per-
manently lost to the conntry. The present ruinous policy, therefore,
needs an immediate check.

The question next in importance is ag to how the check should
be msade to operate, for opinions differ regarding the method.
Efforts made by the coal producers in this direction may be noted.
After protracted and delicate negoetiations the colliery ownerd in
Bengal and Bihar and Orissa formulated a scheme of compulsory
restriction of outpuf, and placed it hefore the Government of India
for legislative sanction. The scheme was to remain in foree for a
period of three years, and its operation restricted to collieries in
British India, in Bengal, Bihar and Origsa and the Central Provinces.
The total oumtput was to be restricted by the control of wagon
supply, and assignments of quotag to individual collieries on the
bagig of standard tonnage. The administration of the scheme was
to be entrasted to a Committee of nine, eight members being repre-
geptatives of the coal trade with an independent chairman. The
decigiong of the Committee were to be final and binding. The
Coal Grading Board Act, 1923, was proposed to be amended to
allow of all expenses in connection with the working of the
restriction scheme to be met from the funds at the disposal
of the Coal Grading Board.

The Government of India, however, did not think it advisable
to give legislative sanction to the scheme outlined above for obvious
reasons. Firstly, the costs for working the scheme were proposed
to be met from the funds at the disposal of the Coal Grading Board.
As the Board waa established with the primary object of stimulating
the exports of Indian coal, the Government of India were right in
pointing out that they * conld not ask the legislature to agree that
its funds should be diverted to an entirely different purpose in the
manner proposed.” The Board has a very important and difficult
function to perform, more so at present bacanse our exporis have
falien heavily during the past two years. Therefore, every pie at
the- disposal of the Board should essentlally be ear-marked for

promoting export trade.
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Another gerious defect in the scheme was the lack of adequate
representation of the interests of the consumers in the proposed
constitution of the Committee, composed exclusively of represent-
atives of the coal industry, except for an official chairman. Besides,
the Commitiee thug congtituted was to be invested with very wide
powers including the power to regulate production. Legislative
recognition to such a scheme would in effect have amounted to the
creation and continnance of a monopoly under the protection of the
gtate to be worked primarily for private profit. The function of
the State is to control rather than create private monopolies.

The improvement in future of the industry will depend
esgentially upon the collective action of the colliery owners.
Unhealthy competition is the greatest sore of the industry and this
can he successfully eliminated only by a concerted action of the
producers based on mutual understanding and good will. Fortu-
nately, the producers have their agsociations which will facilitate
common. action, if only the members could realise that
future progress apart, if they are to survive the strain of acute
economic depression, coupled with the mistaken attitude they have
hitherto talken, they should immediately clear np their misgivings
and regort to self-help. What miraculous cure of industrial illg
voluntary concerted action can provide may be easily seen from the
guccess achieved by the Cement Marketing Co., of India.

Having harmoniged the divergent interests, the right action to
take would bo to centralise the marketing of coal and entrust the
task to a distinet body composged of the representatives of colliery
owners. This institution should have full power in marketing the
output of the members in the way it thinks best, and quote prices
determined by the conditions in the market. Besides, it should
have working arrangements with the producers outside the group,
g0 a8 to eliminate unhealthy competition.

The success achieved Dby the Marketing Board, if properly
worked, would be a sufficiently strong inducement to other
colliery owners to give up their conservatism and apathy, and join
the board in their own self-interest. The hoard would thug
immediately gather strength and soon become a strong force in the
industry. Thus rationalised, the coal industry would rank amongst
one of the most efficient industries in the country.
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SUGGERTIONS

This finishes our study of the Coal Industry in relation to
railway rates. Let us now summarise our sunggestions for the
improvement of the industry.

(1) Internal re-organisation is the prime necessity of the
Indian coal indwstry and it should proceed on the
following lines :—

(@ To form a Central Marketing Association on the line,

(b)

similar to that of the Cement Marketing Company of
India?, which would eliminate interenecine competition,
improve the quality of coal raised, regnlate over-
production, minimise the waste in transport costs, and
push on the sales with the aid of publicity.

This Association should have as its members the
colliery-owners of Bengal, Bihar and Orissa as well ag
of the Central Provinces. In short, it should be an all-
India Institution.

(c) Definite working arrangements should be made with

the collieries remaining outside the pool.

(2) The production of coal should also be rationalized.
Methods of extraction should be improved and the
collieries which cannot be economically worked be closed
down, because the strength of an industry is measured by
its weakest unit. Bengal collieries should extract only
first class coal ; second class coal should be produced to a
very limited extent to supply those markets where it i
economically possible to do so.

(3) A more liberal rates policy should be pursued and the
purcharge be removed.

1. Refer to chapter on * The Cement Industry.”



CHAPTER VI
SUGAR

The national importance of the Indian sugar industry has
been generally accepted. It has two agpects, agricultural and
industrial. India being primarily an agricultural country, the
cultivation of sugar holds a very prominent place in its economy.
It ig the most important and perhaps the only cash crop in the
sugar-cane helt, and ig profitable both to the agriculturist and the
Government. In its industrial side, the Indian sugar industry holds
an unique position replete with potentialities, because India, while
one of the largest growers of cane, hasalgo been till recently an
importer of about a million tons of white sugar. Besides, the
reeent expansion in the gugar jndustry hasg placed it in the fore-
front of other Indian industries, so that to-day it ranks second
only to the cotton industry. A critical study of its transport
problems therefore needs no apology.

RAILWAY RATES POLICY

Sugar traffic carried on different railways varies according to
the dengity of population in the areas served, economie conditions
of the people, the nature of their diet and the cultivation of
gugar-cane in the locality,. The importance of the aforesaid
factors ag determinants of sugar traffic will be seen from the state-
ment submitted below.

Sugar (Refined & Unrefined) carried in class I Railways

1830-31.
iginating® .
Railway 3?]%01;?&::3 Total* {tons) Ear;;;ng s

{tons) '
North Western 2-08 2:74 76-69
BB &C. L R. 33 2-p4 35400
ELR, e 127 159 2562
G.LP R e 1413 1-46 22:31
B. &N W, R - 103 118 1242
B. N. R. s et 44 647
M, & S. M. R, . 28 67 627

* The figures reprosent lakhs,
R—-2¢
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The foregoing figured reveal some of the most striking features
of the sugar traffic on Indian railways. It will be geen thabt the
traffic is mainly carried by a few ef the mere important lines,
which pass through thiekly populated areas, where sugar-cane
is largely cultivated and sugar factories have heen established.
Therefore the total tomnage hauled by the railways gerving
these areas is by far the largest. A still more important tendency
revealed by these figures i3 about the nature of the traffic carried
hy the different lines, It will be seen that whereas the N.W.,
G.I.P., E.1I and B. & N.W. depend mainly upon the traffic
originating on their own lineg, the B.B. & C.I. has to depend upon
the traffic it gets from other lines., This fact id important as it
vitally affects the rates policy. Again, the traffic carried and the
earnings therefrom, ag indicated in the table, show the importance
of the traffic to the line concerned.

We may therefore proceed to analyse the rates policy pursued
by thege railwaysg, the nature of the traffic carried and the effects
of the freight charged on the development of the sugar industry.
Before, however, we take up the study of the movement of sugar
traffic {from the more important sugar factorics to the premier
consuming markets, it i3 necegsary to have a peneral but definite
idea of the hagig of the rates charged. This method of appreach
will enable ug to have a compreliensive view of the rates policy,
affecting the entire industry in its varied aspects.

BASIS OF RAILWAY RATES ON SUGAR

On the E.L.R., sugar traffic in general iz charged al second class
railway rvigk, that being the accepted rate in the gencral classifi-
cation of goods, but when the traffic is bhooked from Howrah
(including other Calcatta stations) to B.1. Railway and via distant
601 miles and over, 1t class O, R. rate is charged, snbject to the
operation of the differential rule. The K.B.R. charges 2nd clasd
R. R. rate in general, but when the traffic is booked in wagon
loads, C/ 300, at O.R., the C[J schedule rate is charged. The basis
of the schedule is as follows ;—

1 to 180 miles *380 pile per meund per mile.
Plus 151 to 250 3338 ., " " '
» 261 to BOO 200 ,, ” 1w
,» B0l to 700 ,, e 130 |, " " " ”»

s Above 700 ,, 100, » n



SUGAR 203

In addition to the above schedule rates the terminal and tranship.
ment charges are levied, varying from 4 to 8 pies. The
S8.I.R. charges 2nd class rate, R.R., the basis of charge being (0-42
pie per maund per mile, subject to additional transhipment and
termingl charge. The M. & S.M.R. charges 2nd class rate at R.R.
The B.N. & A.B. Railwaysg charge similar rates on actnal weight, no
special facilities being offered to traffic in Dbulk or over longer
distances. On the B. B. & C. 1. Railway, Ist. clasg rate at 0. R. is
applicable, if traffic i3 booked from Bombay, Agra Fort, Belanganj,
Cawnpore, Rawatpur, Muitra, Muttra Cantonment, and Delhi
Lahori Gate. The basis of charge of the lst. class rate is .38 pie
per maund per mile. The N. W. R. charges 2nd. class rate at R. R.
on actual weight, but when the traffic is hooked from Karachi for
distances over 750 miles, Ist clasy rate at 0. R. is charged. This
rate is subject to terminal and short distance charge. The B. &
N. W. R,, in the absence of special rate, charges &nd clags rate at
R. R. But here it should be noted that the bulk of traffie is carried
at special rates in force over this line. We shall discuss these rates
in detail at a latter stage, but for the present, suffice it to note the
nature of the special rates and the concession granted as against the
clags rates, as can be seen from the following rates :—

Miles Stution From Stulton To Cluss Rate  Spectal Rale
per maund  per mound
Rs. 2. p. Re. a, p-
251 Ghugli 0 9 9 0 7 4
230 Sardarnagar u 9 1 07 2
431 Samastipur, Cawnpore 101 (VNN ¥
178 Basti 07 3 0 5 b
261 Padrauna 010 2 0 7 8
184 Ghugh ¢ 7 5 051
163 Sardarnagar 0 6 8 0O b5 4
364 Samastipur Barabanki 01w Y 0 9 5
111 Baati 0 411 0 3 8
194 Padraunz 07 9 0 6 1

We thus find a striking change in the rates policy, distinet
from the policy pursued by the other railways. The B. & N. W. R,
quotes  rates lower than elags rates even on shorter hauls, as for
instance, over a distance of 111 miles, from Basti to Barabanki. It
may be said that the B. & N. W. B. quotes special rates for
shorter distances because generally the journey over this railway is
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not long, and especially the receiving stations referred to above
are junctions, from where the traffic is passed on to other railways.
To this it may be said that because the B, & N. W. has only short
leads or comparatively shorter leads, the justification for charging
higher rates is all the greater. But the B. & N. W. R. does not do
80, and the action of the railway authorities is commendable in the
interests of both the shippers and the railway, The B. & N. W. R.
hag the greater number of sugar factories on its lines, both in the
T. P. and Bibar, and it is fo the advantage of the railway to foster
these concerns by giving cheap and efficient transport facilities.
Theso rates will be discussed later, but at this stage from the
raview of the general basis of rates charged on sugar on the
different railways, it can be said, without fear of contradiction, that
the B. & N. W. R. charges relatively lower rates even over ghorter
digtances, This statement can be further illustrated by comparing
the rates charged on the G. L. P. R., which charges 2nd. class rate
at R. R. on sugar, irrespective of the size of the consignment or
the distances traversed.

THE BABIS OF RATES CHARGED ON JAGREE AND AOLASSES

Jagree, which inecludes Molasses and Shukkur (ground or
powdered jagree, not sugar), is classed as 2nd class R. R. in the
Indisn Railways General Classification of Goods.* This general
class rate has heen adjusted by different railways to svit their
individual requirements. The E. I. R. charged Ist clags rate when
the consignment is booked at 0. R. and C/I, Schedule rate at 0. R,
when the traffic is booked to certain sugar works, in wagon loads,
the loading and unlozding being done by the consignor and the
consignee. Molasgses, when booked in tank wagons at 0. ., is also
charged C/L schedule rate. The bagis of this C/I. schedule is
ag follows ;—

1 to 100 miles............ 0+38 pie per maund per mile
Plug 101 to 300 , .ueveerrenn. 0°220 0 5w o w
1] 301 to 600 4 cwennerenn 00130, " 1 ”
s QOver 600 miles.......eeus 0.110 ,, " w o

The E. B. R. also charges the same C/L schedule rats at
0. R.; L. The 8. L. R. levies C/@ schedule rate at O. R.; L ; 8/13,

1. Vide, p. 386.
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the basis of charge heing as under ;—

1 to 300 miles......vcn.e. (+380 ple per maund per mile
Plus 301 to 400  ,, vivensienes 0300 ,, " wooow
” 401 to 500 4, e . 00200 ,, N 1 »
o 001l to 600 |, siviiiennne 0125 ,, 1 won
w G601l to 700, ceiciinnnn G115 ,, " wo s
w  Above T00 o scvene 04100 5 o w a w

The above rates are exclusive of a transhipwent charge of one
pie per maund at cach local junction involving a change of gauge,
a terminal charge of 6 pies per maund for cach end ( viz. one anna
per forwarding and destination station ), and a short distance charge
of 3 pies per maund leviable in eages when booking for stations
within a distance of 75 miles.

The M. & S. M. Railway charges 2nd class rate at R, R. when
the consignment travels only for 150 miles or lower, but if the
distance traversed is over 130 miles, C/G schedule rate, referred to
above is levied. DBut in addition to these rated terminal charge of
12 pies in local booking and 8§ pied in through booking is charged.
A short distance charge of 3 pies ig levied if traffic is booked
between stations with a distance of less than 75 miles.

On the B. N. R., on actual weight at Il B., 2nd class rate is
charged, subject to a terminal charge of 16 pies per maund in cage
of local hooking, and of 8 pied per maund in case of through
booking, in addition, but when the same consignment is booked at
0. R., C/H schedule rate, lower than the class rate is levied, the
basig of which is shown below:—

1 to 300 miles ........... . 0°380 pie per maund per mile,
Plus 301 to 700 ,, ... s 00130 4, 3w m w
w Above 700 . s 00100 5 0w wmom

The following extra charges are to be added hoth in local and
through booking :—

~ Up to 600 miles worvvererens 8 ples per maund per mile,
601 miles and boyond ...eevieennn 4 pEs 5 5w

Thege rates are subject to differential rule as to distance.
Further, the Shalimar Special Terminal charge of 3 pies per maund
and Kalaghat (goods) and Cuttack Special Terminal charge of 2 pies
per maund are to be levied in addition in local bocking only,
except where otherwise specified. Again, the C/H schedule rate
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does not apply to jagree and molasses when booked from or to
station on the B. N. R., Asansol, Gomoh, Chandrapura, and via
Barkakanz, to and from stations on the (i) E. I. R. between Naihati
and Howrah both inclusive, (ii) E. B. R. between Naihati and
Calentia {(Sealdah) both inclusive (including all stations south of
Naihati on the main line and branch lines.)

The B. B.&C. I. R. charges Ist class rate when the consignment
is booked at Q. R. and 2nd clags rate when the congignment is
booked at R. R. On the N. W. R., jagree is charged at C/L gchedule
rate at O. R. referred to above. On the B. & N. W. R., in the
abgence of special rates, this traffic iy charged at 2nd clasg rate,
R. R., but there are a large number of special rates, and the bulk of
this traffic is carried at thege special rates. The idea of the special
rates, lower than the class rates, can he had from the following
statement :—

Miles Stution Station Uluss Rale Speetal Rate
From To per mound per maund

Rs. a. p. s a. p.
363 Begu Sarai 013 8 0 6 2
387 Darbhanga 014 7 0 611
184 Ghughli Barabanki 07 5 0 4 9
111 Lakshmigan; 0 7 4 0 4 8
395 Tara Sarai 014 10 070
430 Begu Sarai 1 01 0 710
454 Darbhanga L 011 097 9
251 Ghugh ('awnpore ¢ 9 9 0 511
248 Lakshmiganj 0 9 8 0 6 0
462 ‘Fara Sarai 11 2 0 710

1t should however, be noted that the B. & N, W. R. hag made a
digtinction between jagree and molasges in regpect of rates quoted
thereon. The rates guoted on jagree have been adverted to above.
On molagses the /D schedule rate, having a uniform basis of charge
of +25 pie per maund per mile, i levied. In addition to this
certain special rates are algo in force ag under ;— )

Miles Station Statton Class Rate Special Rate

From To pér maund per matnd

e o .Rs. 4. p. - Rs. s p.
243 Balia 0 6 1 o 310
291 Barhaj Bazar 07 1 0 b6 0
354 Basti Kathiawar West 0 8 b 0 b6 9
a7 Bhatni 0 6 8 0 410
28 Ghughli 0 710 0 5 5
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In the case of class and scale rates the following additional
charges are algo levied :—

(i) Terminal:—One anna per maund in local booking, and

. 6 pies per maund in through booking with foreign

railways,

(ii) Transhipment:—3 pies per maund at junctions involving

a break of gauge, e.g, Benares Cantonment, Barabanki, and
Mokameh Ghat,

(iii) Ferry Charges:—10 pies per maund where there is a
ferry, e.. Mokameh Ghat.

The 3. I. P. R. charges C/J schedule rate at Q. R., the hasig of
¢harge heing ag under :—

1 to 150 miles ......... 380 pie per maund per mile.
Plus 151 to 250 ,,  ..eeinn 0333 ,, ., " w oo
» 201 to B0OO ,, ... 0.200 ,, ., " R
w 501 t0 700 ,,  .eeen... 0:130 & % w  w
» Above 700, ... 0+100 ,, " n o

In addition to tho rates thus arrived at the terminal, tranship-
mnent and short distance charges are levied wherever due.

THE BASIS OF RATES ON SUGARCANE

Before turning, however, to the analysis of the effecty of rates
charged on the movement of sugar fraffic, we must consider
the basgis of rated charged on sugarcane on diffierent railways, as
hag been done in the case of sugar and jagree, The freight on
gugarcane ig important in the case of sugar factories. The detailed
study of the railway {reight with special reference to Indian sugar
factories will be undertaken at a later stage, but before such a stedy
ig taken up, it i3 essential to review in brief, the bagiy of rates on
sngarcane which is the primary raw material of the central factories.

Sugarcane is classified ay Ist clags R. R. in the Indian Railways
General Classification of Goods, but the basis of actual rates levied
on different railways varies. On the E.I. Railway C/R schedule
rate is charged having the following basis :—

1 to 150 miles <. 014 pic per maund per mile
Plus Over 130 ,, .. v 011, " TR
These rateg, however, do not apply in the following cages :—
(a) Over the Hardwar-Dehra Railway.
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(1) To, from and via Cawnpore (B. B. & C. 1, R.), except when
booked from Rawatpur,

(¢c) From and via Allahabad city, {for traffic from stations on
the Benares-Allahabad section of the B. & N, W. R, to
Howrah,

The B. B. & C. I. R. charges C/D schedute rate, having a
uniform Lasig of charge of 0-25 pie per maund per mile, at O, RR.,
applicable in through booking with foreign railways only, is
gubject to 2 miniinum charge of Rs. 20, Rs. 10, and Rs. 7, per
4~wheeled Broad, Metre, and Narrow Gauge Wagons respectively.
Re. 0-6-6 per mile per 4~wheeled B, Gauge Woagon, plug Re. 3
terminal chargo, at 0. R., is levied in local booking between
B. Gauge stations and from B. Gauge to M. Gauge stations only.
Re. 0-3-9 per mile per 4-wheeled M. Gauge Wagon up to 300
maunds carrying capacity of the wagon plus a terminal charge
of Rs. 2 per wagon, at O. R., ig charged in local booking between
M. Gauge stationg and from M. Gauge stations to B, Gauge stations.

The N. W. R. charges CfJ schedule rates on wagon loads,
having the following basis of charge :—

1 to 150 mijes wr ... 0°380 pie per maund per mile,
Plus 151 to 250 miles ... . 0333, ., ' o
" 261 to 500 , . 0200 ,, ,, " v
' 501 to TGO N e e 01130, 3 IE N T
e Above 700 s e . 0100, 1 [TEEET

The aforesaid rates for sugarcane in wagon loads are subject to
the following conditions :—

(i) That the consignments are booked at 0. R. (under the
Risk Note Form B or H) ;

(ii) That loading and unloading are done by the owners.

(iii) And that minimum weight for charge is 300 maunds per
4-wheeled wagon.

In the case of consignments of sugarcane in wagon loads,
hooked by or for the Agricultural Department, provided that
a certificate granted by a gazetted officer of the Agricultural
Department, to the effect that the sugarcane is intended for agricui-
tural purposes and not for consumption as food, is produced at the
time of booking, the minimum weight for charge will be 120
maunds instead of 300 maunds per 4~wheeled wagon.
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On the B. & N.W. R., when the consignment is booked at O. R,,
loading and unloading being done by the congignor and the
consignee, from any station to any station in local booking, except
in the case of hooking to link stationg, is charged at the following
vehicle miles rates :—

Description of wagons Bute per mile Minimum Charge
Re. a. p. BRs. a. p.
Low sided truck fitted with cases 039 700
16 and 16 feet speoial cane wagon
open proof 0 2 6 500
4-Wheeled covered goods wagon 03 9 5 0 0

The other railways charge 1st class rates at R. R., ag provided
in the Indian Railways General Classification of Goods referred to
above. This, in shart, is the detailed data about the basis of railway
rates charged on sugar, jagree, molasges and cane.

This introduces us to the study of the incidence of railway
rates on the movement of traffic, and the extent to which the
internal and external competition is affected by the railway rates
policy. This question has been the centre of keen controversy in
the public ag well ag academic circleg and has led to no less heated
debates in the Assembly. Obviously, therefore, the issue has come
to acquire a political colour, and its more important economic
gignificance iy often ignored. Albeit the gquestion can hardly be
completely divorced of its political asgociations, the very nature of
railroad enterprise being opposed to any such geverance.® But it
can with advantage be studied in it purely economic bearings, the
welfare of both the shipper and the carrier being kept in view.
In any such enquiry the needs of the public should predominate,
and especially #o in India, because the burden of the railway
development in thig country has heen shouldered by the tax-payer.

It has been pointed ountb that the imported sugar received special
rateg right from the beginning of the present century. The credit
of studying thig problem with scientific accuracy and precigion
rests with Mr. 8. C. Ghose, who analysed the rates policy in detail,
and forcibly brought out the defects of the policy with suggestions
for its improvement. Therefore, before we take up the analysig of

1. Railroads are primarily public utilities and as such they of necessity
have to be worked in the interestd of the public, and be subject to
popular control, exercised through responsible representatives.

R—27
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the pregent rates, it behoves us to have a succinet survey of the
rates policy as it operated before the war,

RAILWAY RATES IN THE PRE-WAR PERIOD®

The railway rates on sugar from the ports to the interior
were for the first time reduced during 1904, just a year before
the Calcutta and Bombay competition started. They were
further lowered in 1905. These low rates helped the heavy
importg of foreign sugar and thereby hastened the decay of the
indigenous white sugar industry. Mr. Ghose had rightly argued
that in view of the lower cost of production of the foreign
importers it was not a right move on the part of the railways to
have lowered the rates on the imported traffic, which could very
casily bear the ordinary rate. By charging lower rates on the
imported sugar, railways not merely reduced their earnings, but
also added to the profits of the foreign importers. The railway
authorities may contend that Lut for the reduced rates they
would have lost the traffic. Thig viewpoint i3 untenable,
becauge the cost of production of the importers was sufficiently
low to bear higher railway rates, and even if it was not so low,
the fact that they urgently needed a market for their surplus
ontput of sugar, which wag fast increasing ag a result of large-
gcale production and the integration of sugar industry in foreign
countries, like Cuba and Java, they would have economiscd in
other directions and paid a higher railway freight. So also, the
importers would not have been able to shift thig burden to the
Indian consumers, because of the competition between the
importers. Besides, if the price of the imported sngar was rajsed it
would have seriously restricted the consumption of imported sugar
in competition with the indigenous gugar, Therefore, it is idle to
deny that the importers were in a position to hear higher railway
rates, and that the reduced rates quoted by the railways in fact
subsidised the i ipor! ted angar traﬁic. Mr.Ghose® rightly contended

1, This section is hased on Mr, B C Ghosc s “Monograph on Indian
Railway Rates.”

2, Tt is questionable, mays Mr. 8. (. Ghose, whether this traflic ever
needed further subsidy in the way of cheap railway rates that were
quoted from the ports to the interior. TEven if the rates for Java sugar
were maximum rates the railways would not have lost the traffic, but
the profita of the Java producera wounld have boen less,

Vide, “Monograph on Indian Railway Rates.”, p. 230,
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that the burden of the rates wounld have fallen upon the profits of the
importers, and the Indian railways would have thereby added to
their receipts. Thus, not only was the railway income lost, but
the position of the foreign industry in the Indian market was also
strengthened. This i8 2 further instance of the penalty which
India has had to pay for company wmanagement of railways,
lecause the eompanies, being aggnred of their financial stability,
cared but little about the effects of their rates policy upon the
railway revennes and the development of indigenous trade and
industries,

The possible argument in support of the rates policy thus
pursued, is that the railways are able to guote relatively lower
rates for the imported traffic from the ports, which is said, ag a
role, to be carried over long distances in full wagon loads, and
therefore it is cheaper for the railways to carry than the indigenous
sugar, which ig carried over shorter dislances in less than wagon
loads. A similar argument is nsed in support of the present railway
rates policy, which we shall presently examine. Buat as it wag
advocated in the pre-war era, we ghall have to study it in the
light of the conditiong then prevailing, Mr. Ghose pointed out that
the claim for a lower cost of transport of the imported traffic,
which formed the Lasis of the whole argument, wag more apparent
than real, He stated emphatically that the special rates for sngar,
from the ports of Bombay and Calcutia, were not for wagon loads,
but for actual weight, i. c. carried in any weight however small or
however large. IIc observed that condition as to weight was
waived in many cases, in order to enable despatches in imported
sugar being made from the ports to small stations, which could
not afford a wagon load.

The further argument, which could be brought forth in
sapport of the prevailing railway policy, is that ag the railways
got return load, after digcharging the traflic carried from the
interior to the port, it was in the interest of both the shippers
and the carrier that the return traffic should be fostered with
the aid of gpecial rates. This argument hag apparently the snpport
of scientific principles of railway operation. But it should be
pointed out that this principle pre-supposes that the return load
would not be forthcoming unless the reduced rates were offered,
or in other words, that the traffic wounld be diverted to some
alternative transport agency, which does not seem likely in the
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pregent cage, looking at the nature of the traffic and the transport
facilities available. Indian imporis being primarily of manu-
factured products, their ability to bear the transport charge is ipso
facto higher, and therefore, there ig no necessity for offering lower
rateg on the imported traffic which would come to therailways
automatically. It may be gaid that the higher railway freight
which the importers would pay might be shifted to the consumers,
and thus the burden of rates would ultimately fall upon the Indian
consumers of the imported manufactured products. This is
doubtless true, but only in the long run. This, however, should
not deter the Indian railways from levying the necessary transport
charges upon the imported traffic. The detalled discussion of thig
issue is beyond the purview of the present thesis, but it may be
pointed ont that the railwayg can and should with adequate
justification levy higher transport charges on the imported traffic,
wheraver it can bear the charge, hecause this would bring adequate
revenue to the railwaysd, and at the same time afford much nceded
protection to the indigenous trade and industry against foreign
competition. In other words, in the case of imported traffic, the
ability to bear the trangport charge must be requisitioned to the
maximum. Thig should e done particularly hecanse the imported
iraflic enjoys better railway facilities in numerous other ways,
ag compared with the internal traffic ; hesides, it i8 relatively high-
er in value, and competes with the Indian industries. These arc
the most important considerations from the stand-point of purec
railway economics, and it i8 in the light of thesc facts that the
validity of pariicular rates hag to be examined. In view of this,
the aforesaid railway argument falls flat; the very basis of the
argument can be questioned.

It is, however, surprising to find the above argument receiving
apparent support at the hands of Mr. Ghose, for he gays; ‘“‘The
imported traffic helps the railways to fill up wagons, which would
otherwige return empty, and such traffic is thug carried practically
at & nominal cost and therefore at a large profit to the railway*".
This support is, however, more apparent than real, ag is evident
from his further discussion when he says that the imported traffic
did not need thege low rates, and that the low rales were iniroduc-

ed merely on account of competition, ay admiited even by the

1. Vide, * The Monograph on Indian Railway Rates,” p. 230



SUGAR 213

railway aunthorities themselves.," For a clearer understanding of
the nature of the concession granted on the imported traffie, a
conerete cage may be taken up. At the scale rate applicable on the
E. L R., the charge on sugar from Howrah to Sutna for 615 miles
would have been Rs. 0-12-0 per maand, but a special rate of
Ra. 0-8-11 was quoted for the same on actual weight, whereas if
locally produced sugar was carried to this station in wagon loads at
owner’s risk from gay 557 miles, the rate would be Rs. 0-9-10 per
maund.?> The concession, therefore, was substantial. Tt is obvious
that these reduced rates must have affected tho receipts of the
railways because the traffic in white sugar was moving mostly from
the ports. Its ellccts on the Indian white sugar industry is
mostly shrouded in obscuriby. Thanks are due to Sir Vithaldag
Thakersey, who, in his memorable gpeech in the Council, demon-
strated the serious handiecaps undér which the indigenous sugar
industry laboured in respect of railroad transport facilities, and the
invidious distinction in rate-making fostered by the railway
companics. He drew atlention to the sugar rates to and from
Cawnpore. For instance, while the G. I. P. rate from Bombay to
Cawnpore, for 840 miles, wag Rs. 0-13-8 on the imported traffic,
the rate from Cawnpore to I(handwa, on the same line for
486 miles only was Ra, 0-13-8; whercag at the same time the rate
from Bombay to Jubbulpore, for 616 miles, was Rs. 0-8-10 por
maund on the same line against Re 0-12-10 to Sohagpur, for
494 miles, Thus, the truth is that railway companics fostered
imported sugar traffic contrary to all rational principles of rate.
making. The policy was suicidal both to their own revenuesand to
the indigenous industry, These are, in short, the striking features
of the rates policy as pursued in the pre-war era.?

CURRENT RAILWAY RATES

Having reviewed the broad featnres of the rates policy in the
past ( pre-war}, it is necessary to examine the incidence of current
rates on the movement of traffic from the ports to the centres of
consumption, and from the internal sugar factories to the more
important consuming markets. Therefore the geographical

1. Vide, “ The Monograph on Indian Railv;ay Rates ¥, pp. 230-31,
2, Supra.
3. For detailed discussion of the rates position in the pre-war era, see

¥, 6

Mr, Ghose’s * Monograph on Indian Railway Rates " pp. 411-21.
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divisions to be followed in the subsequent discussion will be
according to provinees and the ports serving them.

CALCUTTA PORT

Let us start with the Calcutta port and study the movement of
imported sugar traffic. It mav be peinted out that the hinterland
of this port extends from Assam on one side, to the Punjab and
the Central Provinces on the other. It serves as a gate for inward
and outward movements of mcrchandise of this vast territory.
The movement of traffic (o and from Caleutta port shows that tho
hinterland extends on the north-cast to Assam, to C. I on
the south-west, the castern parts of the Punjab and the
whols of the Gangetic plain comprising the Provinces of Bengal,
Bihar and Origsa and the U, I, The imports of the port, which are
go disproportionate to its exports, congists, mainly of cotton goods,
iron and steel, machinery, sugar and oil. For the present, we ghall
be concerned primarily with the import tradein sugar.

Import statistics reveal interesting peculiaritics. There hag
becn a steady growth of imporls of sngar up to 1920-30, except for
the year 1827-28 when they reccived a slight set back.  When the
figures of 1913-14 are compared with those of 1920-30, the increase
recorded comes out to be inorc than double, for, whereag in the
tortner year Caleutia imporied 177,041 tons of sugar, in the latter
vear imports roge to 368,909 tons.  The value of imports, however,
shows a slightly different tone, duc to fluctuations in the price
level. But after 1323-30 the imports have gradually dwindled, due
to the inercase in the output of lecal sugar factorics, under the
scheme of diseriminaling protection. This should not be taken to
mean that the imports have ceased, for even to-day, notwithstand-
ing the heavy protective import duty, the imports have gome hold
on the markets in the vicinity of the ports. At the same time, it
cannot he denicd that the growth in the output of internal sugar
factories has changed the nature of digtribution and of the transport
problem. Therefore, in the pages that follow we shall review the
distribution of sugar traffic with special reference to railway rates,
and note thereafter the changes recently made in the rates
structure.

The Gangetic plains are linked to the Caleutta port by the
E. I. R,, which serves the more important parts of the fertile and
thickly populated territory, which has been rightly adjudged as the
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richest in India, both agriculturally and industrially. The con-
sumption of gugar therefore, is by far the highest in this tract. Of
the total sugar thus consumed, the greater portion is that of the
indigenous sugar or jagree, because the United Provinces and
Bihar are the centreg of sugarcane culfivation. Begides, it will
he remembered that the white sugar manufacture, DLoth from
the cane and by refining gur on large-scale in the modern sugar
factories, has come to be centralised in the U. P. and Bihar.
Therefore, so {ar ay the consnumption of white sugar in thig tract is
concerned, indigenous white sugar competes with the imported
sugar in the local markets, as well ag in the more important distant
centres, the area being limited by the cost of railway transport to
he determined presently.  Donbtless the competitive capacity is
determined by varied factors of which railway transport cost is
only one, and thercfore the following analysis of railway rates and
the competition inter ge of imported and indigenous white sugar has
to he token with thiz limitation, IU will also he recollected,
that the analysiyx of the rales policy in respect of sngar traffie
ig proposed to he limited to the more important railways, like the
EI,G. LI B. B & C. 1., N. W, and B, & N. W. Railways, which
will give a {air idea of the general rates poliey,
CALCUTTA MARKET

The city of Caleutta with its suburbg, which consume the
largest amount of white sugar, and the area of about 150 miles
in the vicinity, i3 monopolised primarily by the imported sugar,
Lecause of the cost of railway transport which works against the
indigenons white sugar.  Indigenous white sngar can be imported
into Caleutta from the sugar {uctories in Bihar on the B. & N. W. R.
via Mokameh Ghat. I'rom the Ganga Deshi Sugar Mill siding at
Buxar to Howrah, the E. L. R. quotes a gpecial rate of Rs. 0-10-6
per maund at O, R, which works out at -36 pie per maund per
mile, less than first class rate.® 'Therefore, in Calcntta and itg
subwbg the imported sugar has the advantage of 10 annas per
maund over the indigenouns sngar. But the Ganga Deshi Sugar
Mill in fact docg not export {o Caleuita, because it finds it
'Ldvantfweous to s8ll in the vicinity of the factory, which is a sort of

1. Tlua ra.te npphes to sugar actnally mmuffsct.ured by the Company at
their factory.
2, 1st clasa rate works out at R 0~13-9 per mannd,
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protected market. The extent of protection which the factory
gets in the loeal market varies +with the location of the market, its
distance from the port and from other local! sugar factories. Im-
ported sogar hag to pay second class rate, which works out to
Buxar at Ry, 0~15-1 per maund. Needless to repeat therefore, that
the Buxar Sugar Factory findy it advantageous to sell its output in
the local markets. The sugar factories on the B. & N. W.R,,
which are more numerons and have a larger ontput, have to pay a
still higher freight to Caleutta,

It i3 well known that indigenous white sugar did not fill
recently seriously compete with the imported sugar in the Calentta
market, and if it was consnmed there, the fact can be explained by
reasons other than purely economie, which do not concern us for
the moment. However, in order to estimate the disadvantage
under which the Indian sugar factories labour in respect of railway
transport in the Calcutta market, it iz necessary to find out the
rates from the more important of these factories, which despatch
gugar to markets in Bengal and Bihar in the same direction. The
rates charged to these other markets will be studied later; for the
pregent it would be interesting to note the freight to Howrah. On
the B. & N. W. R., on which most of the factories are situated, the
traffic movey via Mokameh Ghat, and thercafter it is transhipped
and carried by the ¥. I. R.to Howrah. ILet us have a table
portraying the rates charged on the B. & N. W. R. for sugar traffic
via Mokameh Ghat from the important sugar factories. That
would give us a clear idea as to the relative position of the different
factories, both in respect of the Calcutta market and other markets
in Bengal and Bihar via Mokameh Ghat.

Rates per maund via Mokameh Glat

Factory Stations Rate Factory Stations ERute

From Rs, a. p. From Rs. 8. p.
Basti 010 3 Savan 0 6 4
Sardarnagar 0 8 & Tamkubi Road 60 79
Gawribazar 0 8 2 Padrauna 0 8 i
Bhatni 07 4 Laksmiganj 0 810
Mairwa 0 69 Ghughli 09 &
Pachrukhi 0 6 2 Chakia ¢ 61

To these rates must be added the charge from Mokameh Ghat
to Howrah on the E. I R. which works out at Rs. 0-8-3 per
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maund.® Thus, the E, 1. R. share being added, the tolal freight
gives ud a clear idea of the competitive field, not so mueh between
the imported and the indigenous factory sugar, as of the competition
of the Indian sugar factories inter se. This does not mean that
there j3 any competition between the Indian factories for the
Calcutta market. Nor should we be understood to imply that the
rate structure considerably helps any such internal competition.
These rates merely show the relalive transport disadvantage of the
different factories, It will be seen from the table that of all, the
Champaran Sugar Factory at Chakia is most favourably located for
supplying the Caleutta market, because it has to pay only Rs. 0-5-1
per maund, which comes to Rs. 0-13—4 to Howrah, when the ¥. I, R.
ghareisadded toit. Next comesthe Bihar Sugar Works, Pachrukhi,
in the Saran district, which pays Rs. 0-6—4 to via Mokameh Ghat,
or Rs. 0~14~5 per maund to Howrah. Third comes the New Savan
Hugar Faclory, Savan, Chapra district, which pays Rs. 0-15-0 per
mannd to Howrah. Other factories have to pay a very high freight
charge. The point to note is that with the development of the
production of white sugar within the country, by the erection of
new factories under the present scheme of protection, unless some
new sngar factories are established nearer Calcuita, the aforesaid
tactories will be relatively in a better position to supply the
Calcutta market, which, needless to add, is most important for
white sugar in that part of the country. We do not forget that
this sort of planned distribution, which the aforesaid statement
implies, will be feasible only after the distribution of the total
sugar production of the country has been centralised. Thisisa
very important point which will be discussed at a later stage ;
sullice it to note for the present that the supply of sugar to
Calcutta market should be earefully studied.

This much for the Calcutta market. The catering of the
Calcutta market by the Indian sugar factories is a problem of
immediate and immense importance ; we have attempted to
indicate the difficulties to be overcome, which, we may be permitted
to add, are not unsurmountable. The suggestions as to the method
in which the question should be tackled will follow later.

1. Vide, B. & N. W, R., Letter No. Rf4/2/32 p. 1.
This is a’special rate lower than the class rate which is Re. 0-10.6
per maund,

R_oR
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The North-east of Bengal and Assam are gerved by the E. B.
and A. B. Railways. The Western parts of Bengal and Bihar gerved
by the E. L. R., consume indigenous as well as imperted white
sugar. Here is a table showing the traffic carried by the
B. & N. W. R. from the sugar factories on its lines to via Mokameh
Ghat in 1930-31 :—

Tontnage Tonnage
Factory Stations  carried Factory Stations carried

Maunda Maunds
Bhatni 395 Ghughli 1,362
Mairwa 83 Marhowrah 1,494
Saran 174 Gudah Biding 3,986
Pachrukhi 84 Chakia 21,381
Tamkohi Road 87¢ Lohat Siding 8,910
Padrauna 102 Tarsari 4,256
Lakshmiganj 4,280 Minor Stations 8,391

The traffic from different stations varies with the distance and also
the freight charged. These traffic statistics substantiate the statement
about the relative position which the factories occupy in regpect of
railway rates in supplying the Calcuita market, made in the
preceding section. For instance, the suggesion that the Champaran
Sugar Factory at Chakia i3 most advantageously located for
supplying the markets in question, is strikingly demounsirated by
the above statisties, the despatches amounting to 21,381 maunds.
A gimilar advantage is enjoyed Dby this factory in respect of the
other markets in the game direction. This ig not enough. We have
to analyse the pogition of imported and internal sugar in this part
of the country. This issue is somewhat complicated. In the
following table an attempt iz made to present the pegition in
respect of some of the more important markets,

Rates per Maund on Sugar

Stations to (ViaF 1’\'; (ﬁaﬂgf gh at) From Howrah

Re, s Rs. a p
Patna Junetion s 0 7 8 012 6
Gaya 0 810 01011
Gomoh 012 1 0 7 3
Bhagalpur 08 2 091
Asansol 610 7 05 3
Nalhate ee 012 4 0 56 9
Burdwan 012 10 030
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Thege rates conclusively prove that Indian sugar factories,
being located at a distance from the Calcutta and the South-
Western Bengal markets, kave to pay higher railway rates,
which geriously impedes the sales of Indian faectory sugar
in these markets. It will be seen that markets from Calcutta
to Gomoh, on the one gide, and Naihati and further up to
Shahebganj, on the other, are more favourably situated for
imported sngar. In markets further up, like Bhagalpur, Gaya
and Patna, Indian factories have some gort of transport
protection. Thus, the conclusion we come to i that the
Bihar Sugar Factories, due to their location, will find it rather
difficult to supply the Calcutta market for some time to come
in competition with imported sugar, unless they either lower
their per unit cost of manufacture or succeed in getting
lower rates from the railway anthorities or both. Another
expedient that they should try is to centralise the marketing
of sugar so as to eliminate unhealthy internal competition and
wagte in transport costs. The area of abount 200 miles round
about Calcutta hag become .2 gort of protective belt in favour
of the imported sugar.® In the market outside this belt
the transport advantage operates in favour of the indigenous
factories.

MARKETS IN THE FACTORY ZONE

In the ‘ factory zone’, Indian sugar had obviously an advantage
due to the proximity of the consuming markets to the respective
factories and the greater distance per contra from the Calcutta
port. It is indeed difficult fo precizely mark out the limits
of this zone, in the ahsence of the requisite data, but in the
following paged an attempt will be made to nnderstand the extent
of thig zone, and the transport advantages possessed by the Indian
factories against the importers. To have a precise idea of the
transport position for our purpose, it is necessary to co-relate
internal traffic and the rates charged thereonm, wilh the rateas
charged on the import traffic from Howrah. Therefore, of the

1. Similar is the situation about the supplies of cement from the I[ndian
Cement Factories to Calcutta market, but the problem of distribution
has been successfully solved by the induatry.

BSee, the Chaplar on Indian Cement Industry,
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consuming markets detailed in the statement referred to above,
a few typical oneg will be selected for further analysis, The
supply of sugar to Benareg may be summarised in the following

gtatement :(—

. . Quantity Rates per
Mileage Stations from d(e!;g;zifdh:;i mannd
Ra a. p.

182 Basti 25 07 5
131 Sardarnagar e 141 0 5 8
99 Bhatni 4719 04 6
117 Mairwa e 3,040 0F 2
135 Pachrukhi v 1,666 0 510
130 Savan - 612 05 7
170 Tamkuhi Road e 278 0 611
173 Lakshmiganj 321 07 2
225 Chakia 419 0 811
429 Howrah ¢15 8

It portrays a comparatively favourable position, the only
deficiency being the lack of statistics of the sugar traffic carried
from Howrah. Nevertheless, the statement givesus very interesting
conclusions, It provides us with a commentary of the present
general position and gives us a line of thought for the future.
Rates charged are in a way a good index of the volume of traffic,
but when coupled with the statistics of actual tonnage hanled,
unmigtakably demonstrate the importance of the incidence of
retes on the movement of traffic and its potentialities of future
development. Rates are de facto regulators of traffic. The
illustrations to this apparently epigramatic statement are supplied
by the preceding table, As Bhatni has to pay only Rs. 0-4-6 per
maund, being only 99 miles from Benares, it supplies the largest
amount of sugar. Mairwa comes a8 a very bad second, partly
beeouse it has to pay a slightly higher rate. As against the
imported sugar, the sugar factoried at Sardarnagar, Bhatni, Mairwa
Pachrukhi and Savan havo freight advanlage of about 10 to 11
annag per maund.
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The position of the Allahabad market may in brief be tabled
ag under :—

Mileage Stations from {;‘;gz’:gz Rgf;;f (;r
Rs. a. p.
Basti e 1,761 0 99
Sardarnagar 4,336 0 76
Ganribazar 5,495
Bhatni rea 17,151
Mairwa 14,546
Savan e 5,054 0 7656
Pachrukhi e 22,571 0 7 7
Tamkukhi Road 378
Padrauna - 838 0 9 1
Lakshmiganj - 1,750 08 9
Ghughli 2,352 0 810
Marhowrah 14,489
Chakia e 7,126
Lohat Siding " 1,366 011 3
Howrah " o 1 2 7

* These are special rates at 0. R,

Next may be taken up Thomsonganj. The summary position
in respect of factory sugar traffic and the rates thereon is as
follows :—

S:ations from g;g::gg: Rate per Maund
Ra, a. p.
Basti 1,945 0 6 8
Sardarnagar 1,000 ¢ 7 4
Gauribazar 339 07 8
Bhatni 139 0 8 4
Mairwa 566 0 811
Pachrukhi 3,419 0 9 4
- Tamkuhi Road 419 ¢ s 11
Padrauna 3,183 0 8 4
Lakshmiganj 395 0711
Ghughli 1,071 0 8 0
Marhowrah 1,329 a10 7
Chakia 1,276 012 5
Lohat Siding 1,448 ‘013 2
Tara Sarai 1,196 012 11
Howrah e 1 6 2
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Basti, as the foregoing statement indicates, has the greatest
advantage in respect of railway rates, and yet it is not able te make
use of this advantage in supplying the market in question. This is
probably due to the fact that the despatches from Basti are mostly
directed to Cawnpore and via Barabanki, via Anwarganj, etc. Be
that as it may, the despatches from Pachrukhi and Padrauna are
larger, although the railway [reight paid is higher. This market is
also supplied by distant factory stations like Tara Sarai, Chakia,
Marhowrah, and Lohat Siding. Needless to say that it savours of
unhealthy internal competition for which rationalisation of distri-
bution is the only efficacious remedy. Above all, it will be noted
that the sugar factories have a freight advantage, which variez from
Rs. 0-9-0 in the case of Lohat Siding to Rs. 0-15-6 in that of the
Basti, as against imported sugar.

Another important station that may be taken up is Bahraich.
The sugar supplies received from sugar factories and the railway
rates paid thereon ag also the rate paid on imported sugar are snm-
marised in the table put in below :—

Mileage Station from g;‘:g::ﬁg: Rate per maund
. Rs. n p.
93 Basti 601 0 4 3
145 Sardarnagar 649 06 1
154 Gauribazar 1 0 665
176 Bhatni 139 07 2
193 Mairwa o079
212 Pachrukhi 180 0 8 5
196 Tamkubi Road 522 0 710
208 Savan 153 0 8 3
176 Padrauvna 4,355 ¢ 7 2
163 Lakshmiganj €,052 0 6 8
166 Ghughli 448 0 610
344 Chakia 013 0
Howrah .

In this case also, the indications of internal competition are
digcernible, becanse the despatches of sugar from Basti, which
has the greatest transport advantage, amount enly to about 601
maunds, whereas from Padrauna and Lakshmiganj about 4 and 6
thousand maunds of sugar are shipped. A further point of note
18 a clear absence of shipments from Chakia, which shows that
the market is not profitable due o very high railway rates,
nearly treble of those from Basti. It follows therefore, that the
widest marketable area for the Indian sugar factories i¥ about 400
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mileg.! The above four illustrations, selected from the factory zone,
and the sugar traffic carried from the different sogar factories
demonstrate the transport advantage possessed by the internal sugar
factories, a4 against imported sugar, and the part indigenous factory
sugar plays in the supply of white sugar in this area. In the light
of the statistics adverted to above, it would be no exaggeration fo
gay that imported gugar does not find a market here, and if it does,
the market must be very restricted and specialised. 1t should be
noted that the Ist class rate on sugar quoted by the E. I. R. when
the consignment travely over more than 600 miles, adversely affects
the Indian white sugar industry by stimulating the penetration of
imported sugar at reduced rates. It hag often been suggested that
the imported traffic does not need any such inducement in the form
of reduced rates, and therefore, to help the deficit budgets and
depleted railway finances these needless concegsions must be the
first to be removed.?

Before we cloge our review of the I, I. R. rates policy, it would
be interesting to examine a few more typical markets like Cawnpore
and Barabanlki. These markets are important for several reasons.
Cawnpore is recognised as the central sugar mart of the country.
Being located in the centre of the United Provinces, which is also
the premier sugar producing province, it is not surprising if
Cawnpore has become the mogt important distributing centre
of the indigenous as well ag imported white sugar. It will

1. Mr. Dale’s evidence before the T.B., as the Manager of Savan Refining
Company, tnsy be noted with interest in this connection. He says ;
*People who use sugar manufactured in India are not very keen on
buying itnported sugar because they think there is animal charcoal in it.
They would rather buy gur, if the price of Indian made sugar goes up.
The smported sugar comes in generally when the mill sugar is over. Take
Savan or Pachruki for instance. While we have our sugar for sale there
is no Java sugar coming into Savan, We keep our prices at the Calcutia
rate plus freight and we sell as far as we can locally,”

Vide T. B. Evidence, Vol. II, P. 119

2, It can hardly be doubted that the imported traffic in white sugar would
continite unabated even after the concessions in question are withdrawn.
Therefore the continuance of these needless concessions, in face of a
surcharge of 16 per cent., on coal freights, refute the contention of the
Railway Member advaneed in support of hig action, that “‘on this occasion
circumstances left no alternative.”

Vide, Budget Speech of the Railway Member, 1932-33,
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therefore be fruitful to examine the rates position of thig centre.
The statement submitted below shows the supply of sugar from
gome important sugar factories to Cawnpore and the rates charged
thereto.

. Tonnage Bate per _ Tonnage Rate per
Station from maunds mmﬁzd Station from mauncfa munfd
Rs. a. 1. Rs. 8.

Basti o 22,430 0 ¢ 5 Padrauna b 12,223 0 9 O
Sardarnagar ,,, 22,439 0 8 1 Fakshmiganj .. 20,658 0 8 8
Gauribazar ... 6,843 0 § 4 Ghughli . 27,087 0 8 9
Bhatni .o 11,351 0 9 9 Marhowrash ... 7,781 0 1 2
Mairwa €64 0 9 5 Chakia L. 24851 0 2 9
Savan W 17430 0 9 9 Lohat Biding ... 36,258 013 §
Pochrukhi o 9180 0 911 Tara Sarai .. 2,581 013 4
Tamkuhi Road ... 15319 0 9 6 Howrah - 1 4 8

The point to note is, as has already been referred to, that the
freight advantage in the sale of their sugar, which the Indian
factories have as against the imported article, varies with the
distanee between the factory and the consuming market®, and the
game conclusion is further re-inforced by the foregoing table,
wherein, as in the case of the preceding ones, the quantily of sugar
despatched and the railway rates charged are related to one another.
There are other factorieg nearer Cawnpore, not included in the afore-
said table, which pay still lower rates.? In fact the success of the
Refineries, in the vicinity of Cawnpore and Allahabad, is in no
gmall measare due to the most extensive and reliable maket that
they have, in these cities, with the consequent advantage in
transport charges. The general belief seems to Le that the sugar
factories supplying the Cawnpore market avail themselves to the
full extent of the advantage due to the freight paid Ly the imported
article from Howrah to Cawnpore. But this is not so®, because
the factories at Cawnpore or in the immediate neighbourhood, like
the Unao Sugar Works at Unao, are unable to meet the total
demand, and the imports are pouring from the distant factories, as
has been shown in the preceding table. Besides, the traffic railed

1. Compare with the Indian Tarif Board Report on Sugar, 1931,
Para 65.

2. Refer to the List of modern sugar factories and refineries working
in India,

3. In this connection evidence of Mr. W, Sayer before the T, B. may be
read with interest. Vide, Evidence Vol. II, p. 318,
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from these factoxies to more distant markets via Cawnpore i8 con-
siderable, and this obviously has to bear a higher freight, albeit, in
the absence of requigite data, no precise estimate of the total charge
can be attempted. In fact a good part of the total output of the
Bihar sugar factories is eonsumed in the important towns of the
United Provinces.® In view of this, the general freight advantage
of the internal factories issubstantially limited. We, therefore,
agree with the finding of the Tariff Board that the freight advantage
pousessed by the average sugar factory in the white sugar tract is
about four annas a maund.?

We may refer to another centre, Barabanki, which is not
merely a good consuming market for Indian factory sugar, but, a
junection through which large sugar traffic passes from the factories
on the B. & N. W. R. to markety in the east of the Punjab and the
wegtern parts of the United Provinces.®* In the following table
an attempt i3 made to co-relate the guantity shipped from the
differont stations to and via Barabanki, and the railway rates
charged.

. Tonnage o Tonnage 1ta :
Statéon from Maunds Maunds Eate per maund
Rs. a. p.
Basti 993 25,995 0 4 4
Sardarnagar 5,103 48,798 0 8 0
Gauribazar 625 14,308 0 6 3
Bhatai 1,608 16,194 070
Mairwa 504 6,840 o7 6
Savan 417 26,515 0 8 0
Pachrukhi 1,207 13.440 0 8 1
Tamkuhi Road 4,837 61,697 07 7
Padrauna . 5,730 36,185 07 0
Lakehmiganj 1,486 31,860 0o 6 7
Ghughli e 1,085 30,095 0 6 8
Marhowrah e 808 28,341 09 6
Chakia wee 1,694 27,789 01l 6
Lobat Siding 732 27 066 012 b
Tars Sarai 417 3,682 1 41
Howrah e

In order to arrive at a clear idea of the transport advantage
of the internal factories as against the imported sugar and the

1. See Tariff Board Evidence, Vol. I, p. 111, and 117,

Refer T. B, Report, Para 65.

Note that the markets of the Begg Sutherland group of factories
extend up to the Eastern Punjab, Vide, T. B, Evidence, Vol, I, p. 104,

R—20
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competition, it may be pointed out that even though Barabanki by
itgelf is not a market where imported sugar competes keenly,
partly because of the trangport protection available to the indi-
genous article and partly due to other considerations which should
not detain us for the present, its importance lies much more upon
its being a tranghipment station, through which heavy indigenous
pugar traffic passes to other more imporiant consuming markets.
The point of note ig that in the markets via Barabanki, distant
despatching stations like Lohat Siding and Chakia have perforce
to compete, notwithstanding the higher railway freight, because
their local markets are limited in scope. When gugar goes
up to the western parts of the TUnited Provinces, transport
protection against the imported sugar is increased, but the
distant factories cannot avail themselves of this advantage.
ThHese are the facts which can be inferred from the above
statement. In the western parts of the United Provinces and
the Punjab, local factories or those in the vicinity have greater
advantage. To these markets, imported sugar has to pay Rs. 1-8-0
to Re. 1-10-0 per maund by way of railway freight. Khandsari
gugar, likewise, geta this natural transport protection. Some idea of
the rates which Khandsari sugar hag to pay can be had from the
following figures.

Rates per Maund lo Cawnpore®

Miles Station from Rate
Rs. a p.
148 Shahjahanpur 0 511
192 Bareilly 075
248 Moradabad ¢ 9 4
325 Bijnour 012 1

1. Rosa Sugar Factory is an instamce. The markets of the factory are
located within 200 miles from the factory so that the freights even to
wost distant markets are not more than Rs. 0-8-0 per maund, whereas
the imported article has to pay from Rs, 1-6-0 to Re. 1-12-0 per maund.
Therefore the cost of tramsport is mo drawback to marketing of the
output,

(Re. Letter from Measrs. Carew & Co., Ltd.,, Rosa, dated 11-11-31).
See also Indian Tariff Board Evidence Vol. 1., p. 165.

2, Vide, Government of the United Provinces’ Reply to the T. B.
Questionnaire, Evidence, Vol. L, p. 307,



SUGAR 997

CONCLUSIONS

Thus, the survey of the hinterland of the Caleutta port
gufficiently emphasises the importance of internal sugar production
and of railway transport in the distribution of total sugar require-
meonts. The trangport pogition from Calcutta to Delhi, a3 will be
geen from the foregoing survey, varies from the standpoint of the
home industry, from one of positive disadvantage in the former
cade, to that of very substantial advantage in the latter. The
average transport advantage is redaced considerably, because in
order to digpose of the total output, factories have to cater for
distant markets. The situation is further aggravated by the
overlapping of markets, and the consequent competition inter se of
the internal factories. 'This latter phase of our industry needs
a corrective, lest with the development of the productive capacity
of the factories, and the establishment of new ones, the problem
should assume gerious proportions in the near future. In short, of
the total sugar imported from Calcutia a substantial portion has
hitherto been largely consumed in parts of Bengal and Orissa, as
adverted to above, where the Indian factory sugar found it
difficnlt to make its way. Further, due to inadequate output of our
factories, the consumption of indigenous sugar wag seasonal.
With the rapid rise in the output in the recent years the problem
hag changed.

During recent years, there have been striking changes in the
structure of the industry. The SBugar industry was offered
protection in 1931, and since then, within a couple of years, it has
undergone a metamorphosis, to the dismay of all those who had
been hitherto prone to regard Indian capital and enterprise as
proverbially shy and inefficient, and India from being an annual
importer of sugar valued at about 20 crores of rupees, will soon
have a surplus for export. Obviously, therefore, the nature of the
transport problem has changed. The distribution of sugar portrayed
in the preceding pages no longer holds good in all its details to-day;
whereas imports have declined, the output of internal factories has
gubstantially increased. Therefore, in most of the markets, where
imported sugar had a monopolistic hold till 1932-33, te-day
indigenous sugar has taken its place, The area within which
imported sugar competes with the indigenous sngar is thus limited
primarily to port towns and the districts in the vicinity. Besides, the
localigation of the gugar factories in certain parts of the country has
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added to the complexities of the marketing problem. The gravity
of the situation has been realised alike by the sugar producers and
the railway anthorities. Therefore it does not come as a surprise
to note a marked change in the rates policy, from one of deliberate
fostering of imports to that of promoting the growth of the
internal industry.

The E. L R., realizing the importance of the Calcutta market
for indigenous sugar, has offered reduced station-to-station rates for
gugar booked from more important sugar factories. This is a very
desirable change in the rates policy which has materially helped
the factories in capturing this important market. The nature of
the reduction can be seen from the following table:—

Rates Per Maund to Howrah

Station from Ra a. p. Station from Rate
Re. a. p.
Ballia 01210 Marhowrah 012 1
Basti 015 8 Mueaffarpur 011 0
Bhatni 013 6 Narkatiaganj 013 7
Champatia 013 4 Pachrukhi 012 7
Chakia 01110 Padrauna 0114 3
Gauribazar 014 1 Samastipur ¢ 91
Harinagar 01310 Sardarnagar 014 4
Mairwa 013 1 Siswabazar 015 3

These are only a few of the more important stations from
which reduced rates are available. The reduction is in fact
sabstantial, and will help the movement of internal sugar traffic
to Calcutta, where the competition of imported sugar is still
very seriouns, But when it is recalled that the traffic moving
from Howrah to internal centres is heavy, resulting in
frequent shortage of wagons, the need for still lower rates on the
return journey becomes obvious. Reduced rates to Howrah would
attract better traffic from internal sugar factories and thus add to
the railway receipts. It is hoped that the railway authorities would
goon realise the necessity of a more forward policy in this direction
in their own interest. Besides, reduced station-to-station rates on
wagon loads should algo he guoted to facilitate the movement of
gugar traffic in bulk.
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BOMBAY PORT

Bombay i the next port of importance. It hag an extensive
feeding area which adds to its prosperity, albeit of late Karachi and
Kathiawar ports have attracted a portion of its traffie. The more
important part of the hinterland includes Bombay Presidency
{ excluding Sind ), C. P. and Berar, a part of the Nizam’s Territory,
and Central India. The importance of this port as a distributor of
imported sugar can be easily ganged by the gquantity and value of
imports. The quantity of imports has risen from 183,054 tons in
1926-27, to 215,594 tong in 1929.30. Since, then however, there
has been a steady decline both in quantity and value, due to the
increase in the number and output of local sugar factories.

‘We ghall, therefore, proceed to study the transport of sugar ag it
stood before the recent expansion commenced, and thereafter, point
out the changes subsequently effected in the rate structure. In
studying the distribution of sugar, the markets may conveniently
be subdivided on the bagis of railway lines gerving them. In the
study of sugar traffic during the year 1932-33 and before, one
important point of note is that, unlike the Caleutta port, sugar
imported through the Bombay port does mot meet any gerious
competition with the internal sugar, except in the distant parts as
will be seen presently. This is due to the complete absence of
gugar factories in the presidency, with the single exception of the
Belapur Factory.! This i due to causes other than the lack
of acreage under gugarcane, becausc the existing acreage can feed
geveral factories.? The most important cause which accounts for
the present state of affairg is, in common with other provinces, that
the bulk of the sugarcane produced is turned into gur, for which
there hag been a fair market in most years.® Therefore in studying
the distribution of sugar these factors should constantly be kept
in view.

In the absence of stalistice of sugar traffic carried from either
Bombay or Belapur on the G. I. P. to different consuming markets,
it is difficult to make any precise estimate of the effects of railway
rates charged on the movement of traftic. Therefore, in this case
our discussion will be based mainly on the general tendencies which

1. See the Statement of the Government of Bombay to the T. B. and the
Statement of the Belapur Company fo the T. B. Evidence Vol. I,

2, Sec the Statement of “ G ”; T. B. Evidence Vol. I, p. 293.

3. Ibid; p. 266.
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we have been able to gather from our study. The Belapur factory,
be it noted, produces only 3 to 4 thousand tons of sugar annually®,
and therefore it can be safely said, in view of the huge imports of
foreign sugar noted above, that the competition, if any, is confined
to areas in the vicinity of the factory of about 150 miles. This
does not mean that the marketing area of the Belapur factory is
confined only within this arca, but that, the imported sugar really
feels the competitive force within that area, due to railway rates
that the importer has to pay.”? In more distant markets the
consumption of Belapur sugar is not really competitive, but
it ig due to the preference shown by the consumer for Indian
factory sugar. Thig i3 a most important fact in favour of the Indian
sugar, and it is this factor which explains the presence of Bihar and
U. P. sugar in the Bombay market. Preference based on patriotic
motives has further helped to extend the marketing area of the
Indian factories since 1930, and the consumers are willing to pay
substantially higher prices for the indigenouns product. These are,
however, temporary factors, which cannot affect the more dominant
trends in production and marketing, based on economie grounds,
albeit they should be recorded.

THE RATES CHARGED BY THE G. I. P. RAILWAY

Fortunately, the G. I. P., unlike some of its other compeers,
does not offer any needless and invidious concessions on the import
traffic, and ievies a charge at a uniform mileage rate, 2nd class
railway rigk, irrespective of the conditions of load, except to some
competitive markets, where adjusted class rates or special station-
to-station rates are quoted to meet mostly the port competi-
tion, 'This i the most welcome feature of the rateg policy pursued
by ihis railway. In the light of this fact, the special 18t class rates
offered by the E.I. R., on the import traffic carried over 600 miles
and more from Calcutta is certainly needless ; this is particularly so
because of the standing complaint of the Railways that the traffie
passing from Caleutta to upcountry iz heavy and the equipment

1. Vide, T. B. Evidence Vol. I, p. 8.
2. The principal markets of the factory ars extended over the under
mentioned area :—

Nizam’s Dominions, Indere State, Ahmednagar district, Nesik
district, Pcona district, Southern Maratha countries, Fast znd West
Khandesh, Nagpur, Bombiy, Karnatak.

Sugra, p. 7L
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insufficient. Letus, then, have a table portraying the rateg charged
on the G.I P. from Bombay to the more important consuming
centres. ‘This will give us a clear idea as to the incidence of
rates charged, the extent of the marketing area and the nature of
internal as well ag external competition.

Rates per maund on Sugar from Bombay

Miles Station to Rate Miles Station to Rate

Be 2. e Rs. a p.
119  Pocna 0 5 2 0520 Nagpur W 13 2
283  Sholapur 010 11 464  Xtarsi .11 3
810 Shahabad . 01311 616 Jubbulpure . 1 6 7
443  Raichur .. 1 0 6 521 Bhopal . 1 38 38
117 Nasik Road we 05 1 835 Ujjain .1 2 ¢
162 Manmad . 0 6 8 @07 Bios 1 6 3
218  Ahmednagst . 0 8 8 795 Kotah 1 6 0
204  Chalisgaon W 3 8 2 702 Jhansi 1 7 9
232 Pachora we 0 9 1 839  Cawnpore 1 8 &
261  Jalyson e 010 2 763 Gwalior 111 8
276  Bhusaval .. 610 8 804 Dholpur 113 2
368 Khandwa 013 4 838 Agra 11 9
363  Akola 018 8 868 Muttra 1111
472  Wardha 1 1 6 957 Delhi e 118 4

This table containg only class rates becanse, as has been
referred to above, clags rates are generally applicable on this
railway. BSpecial rates which are guoted to some markets will
follow later. These rates have to be studied in parts. In Bombay
City, imported sugar holds a virtual monopoly, because the Belapur
factory has to pay Rs. 0-8-7 per maund by way of railway freight,
whereag the imported article has to pay almost nothing. In some
other markets like Nasik, Manmad, Chalisgaon, Pachore, Jalgaon,
Bhusaval, etc., both imported and Belapur sugar is sold side by gide,
because the latter has an advantage in railway freight.

To some more distant markets, however, special station-to-
station rates are quoted from Bombay and therefore the freight
position works out as follows ;—

. . From Bombay From Belapur
Station to Miles Claxs  Special

Eate Rate(O.R) Miles  Rate

Khandwa we 333 013 4 01211 246 0 9 7
Nagpur e 520 1 32 100 43 015 5
Ujjain v 636 1 2 4 111 527 13 5
Gwalior W 763 111 8 11010 655 1 711
Dholpur e B0E 113 2 1 09 7 69 1 9 4
Agra . 838 111 9 1 80 730 110 7
Cawnpore e 83 18 6 16 b 781 110 7
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There are some very interesting trends of the rates policy and
how it affects our trade and industries. The contrast between the
clags and special station-to-station rates from Bombay is interesting,
and much more so when it is noted that most of the clags rates are
adjusted clasy rates. It will be seen that whereag to Agra, for
338 miles, the rate is Rs. 1-11-0 per maund, to Cawnpore for
almost the same distance Rs. 1-8-6 i3 charged. This most
obvious incongistency is due to the competition of the E. 1. R., or
in other words port competition. The E. I. R. charges Rs. 1-9-2
and Rs. 1-4-8 per maund from Howrah to Agra and Cawnpore
respectively. In order, therefore, to atiract the traffic, passing
from Caleutta port to these markets, to Bomhay port, these
apparently anomalous rated are quoted. These rateg are further
reduced as will be seen in the second column of special station-to-
station rates. Again, the clags rate from Bombay to Ujjain is
lower than the rate from Bombay to Nagpur even though the
distance is longer. This violation of the differential rule hag been
averted in the station-to-station rates, but the fact that lower rates
arc offered from the ports to some markets in order to meet the
port competition stands out prominently. The rate to Ujjain is
quoted to meet the competition of the B. B. & C. I. R., which finds
it more economic to carry this traffie, Ujjain being only 466 miles
from Bombay on this line, as compared with €35 miles on the
G. I. P. R. Here, therefore, we have the instance of inter-railway
compelition. Needless to say that asa result of this competition,
the penetration of imports ig fostered and the internal traffic ig
handicapped, ag will be seen by comparing column two and three,
The Belapur Factory has to pay relatively higher freight. But
given the railway system as it is, most of these anomalies will
continue. A co-ordinated rateg policy is the only remedy that can
be guggested.

It will be seen from the forgoing review that the sugar traffic
distributed from Bombay on the G. I. P. R. meets only with
nominal competition in most of the markets, except in some distant
centres. In this connection, the part played by the inter-railway
competition bhas already been noted. Now we ghall review the
competition of Indian factory sugar from and via Cawnpore. The
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staterment below gives a succinct survey —

Ratles per maund from and via Cawnpore on the (7. I. P. R,

Miles Station to Rate  Miles Station to Rate
Rs a p. Rs. & p.
138 Jhansi .. 0 56 G 319 Bhopal W 01110
433 Ujjain «. 01510 314 Jubbulpore .. 011 8
198  Gwalior .. 0 7 7 861 Nagpur .. 13 7
274 Agra .. 010 3 375 Itars W 01310
304 Mauttra .. 0 8 9 233 Bina .. 0 810

This table hag to be read with the Bombay rate table, We
may, however, point out that of the rateg contained in the foregoing
table, the rateg from Cawnpore to Agra and Muttra are cheaper on
the B. B. & (. L., the distance being 258 and 219 miles regpectively.
Again, the route to Agra is shortest on the K. I. R., the distance
being only 157 miles and therefore, the rate charged is Rs. 0-5-9
per maund at R. R. The rates contained in thig stalement have
heen particularly selected to show the transport advantage which
Cawnpore has as a producer and distributor of sugar, and the
marketable area which it can with advantage have under the present
rateg arrangement.  Cawnpore sugar, as the statements given above
bring out, can guccessfully compete with the imported sugar and
can even go up to Nagpur.  The protected area for the Cawnpore
sugar extends to about 100 mileg in the south. This i3, however,
true only of sugar manufaetured in Cawnpore or in the immediate
neighbourhood, because sugar {rom other factories which passes via
Cawnpore has to pay higher freight. DBut let us not be understood
to imply that Cawnpore sugar seriously competes with the imported
sugar in the aforegaid area. In fact, Indian factory sugar, owing to
the limited cutput, competes with the imported sugar only in the
markets within about 200 miles of Cawnpore. liven thig competi-
tion is only seasonal.

Thuy, on the G. I. I, imported sugar meets nominal
competition from the Indian factory sugar in some parts of the
Deccan and in markets near Cawnpore, but taking the hinterland
of the port as a whole it exerciges a inonopolistic sway, hecause
the limited output of the indigenous sugar seriously handicaps its
competitive capacity, Besides, in Southern India the comparative
abgence of sugar factorieg is a great digsadvantage. In fact, in the
total area surveyed above only one factory has been working,
though recently a few more have commenced production.

B—30
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The G. I. P. R., has also co-operated with other railways in
offering reduced station-to-station rates from the more important
gugar producing stations to Bombay, as will be seen from the
following table ;:—

Stations Rate Stations Rate

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

Ballia 127 Muzafiarpur 14 2
Basti 1 40 Narkatiagan] 1 6 4
Bhatni 1 210 Pachrukhi 1 3 4
Captaingan] 139 Padrauna 1 40
Chakia 1 47 Ramkola 1 311
Champatia 1 5 2 Samaatipur 1 4 7
Gauribazar 1 31 Sardarnagar 1 3 3
Ghughli 1 311 Siswa Bazar 1 40
Harinagar 1 55 Walterganj 1 40
, Lakehmigan] 1 310 Cawnpore 014 0

The foregoing table shows only some of the centres from which
the reduced rates are offered. The traffic from the factories in
Northern India, including Bihar, is routed via Allahabad city and
Naini, the share of the G. I. P. in the total charge being Re. 0-14-0
per maund. The KE.T. R. share i3 7 pies per maund, and the rest
being of the B. & N. W. Railway. The action of the G.LP.
Railway is really commendable because, these reduced rates help
the indigenous sugar in competing with the imported sugar in
Bombay. The eoncession thus offered is very substantial, ag will
he evident if the clags rateg are taken into acconnt, which operated
before the aforesaid concegsion wag offered. The rate from
Cawnpore is equally interesting and the help it offers to the
internal sugar industry becomes clear, when we note the rate from
Bombay to Cawnpore which is Rs. 1-6-3 per maund.

Reduction in rates on the G. I. P. i3 not confined to traffic
moving from the internal factories to ports, but station-to-station
rates are algo offered to consuming centred other than Bombay.
For instance, from Cawnpore the following station-to-station rateg
are offered :—

Station to R:zifnﬁg Station to ﬁé;ﬁ;r

Rs. a p. Bs. a p.
Poons 1 32 Chalisgaon 16 2
Sholapur 1 911 Hisapur 1 60
Manmad 1 4 8 Dhulis 1 411
Ahmednagar 1 6 8 Yeotmal 18 4
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It has already been pointed out that in the Bombay Presidency
foreign sugar had a quasi-monopoly due to relative scarcity of
indigenous factories, though since 1933 some factories have been
built, The Belapur factory could cater only for a limited market.
Even to-day the local factories cannot meet the total demand and
therefore foreign sugar is imported. To replace these imports by
indigenous sugar, the railway authorities have offered reduced
rates from internal sugar factories to Bombay and other important
towns. Thiz i8 a very desirable change in the rates policy.
It should further be noted that to the other ports as well, reduced
rates are offered to help the movement of internal sugar traffic.

THE RATES CHARGED ON THE B. B. & (. I. RAILWAY

On the B. B. & C. 1., imported sngar meets with still legs
competition. In fact, it would not be far from truth to say that
there ig no competition at all, except when the imported smgar
goes to the United Provinees or the Punjab. This ig so because there
is no gugar factory at all in the area gerved by this railway.
But it needs to be remembered in this cage that most of the sugar
imported into Gujarat and other important markets upcountry
ig obtained through the Kathiawar ports, which are more advantage-
ously located in supplying these markets than Bombay. The
clasg rates from Bombay to some imporiant markets work out
as under :(—

Miles  Station lo R;‘;’i n’;" Miles  Station to R;Zf f; r
Rs. 8. p Rs. a p.

123  Bulsar 0 510 406 Ratlam 01 9
13¢ Bilimora 06 2 4466 Ujjain 1 18
165 Surab 0 7 3 672 Kotah 1 5 4
147 Navasari 0 6 8 527 Marwar 11 2
202 Broach 087 524 Chitorgarh 1 310
246 Baroda 010 1 813 Ajmer 1 4 3
308 Abmedabad 012 3 779 Agra Fort 112 3
773 Muttra 112 5

312  Sabarmati 012
348 Viramgsm 013
Sugar imported from Bombay port does not find it advent-
ageous to go beyond Baroda, because the railway freight from
Kathiawar Ports to thesge areas is cheaper. It may be pointed
out that Belapur sugar also comes to Ahmedabad, Surat and Baroda,
the rates charged being Rs, 1-2-6, Rs. 0~13-6, and Rs. 1-0-4 per
maund respectively, but it cannot compete with the imported

[= e}
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sngar. This inability is due to higher railway rates charged from
Belapur to these markets. Obviously,therefore, the more important
markets are served by sugar imported from Kathiawar Ports.
Here too, from the pernsal of B. B. & C. 1. Railway Goods
Tariffs, it appears that, like the hinterland served by the G. I. P.,
the imported sugar is consumed largely in the area within about
500 miles of the port ; and ia this area the competition of the
indigenous sugar i3 almost absent. Beyond this limit, sugar from
the U. P. comes in competition. In order to have a clear idea of
the relative transport position of the imported and indigenous
gugar in the competitive markets, an atternpt is made in the table
submitted below to co-relate the tweo.

Stations te Rate from Rate from

Bomhay Cawnpore

Ra. ». p, Rs. a. 1.
Rutiam 015 8 012 7
Ujiain 118 012 8
Marwar 11 2 012 8
Chitorgarh 1 310 013 6
Ajmer 1 4 3 010 3
Agra Fort 112 3 0 3 8
Muttra 112 b 0t ¢

Thig i# an interesting comparison. The rates in the first
column are class rates, that is, for distances less than 6J0 miles,
2nd class rates are quoted at R. R. and for distances above 600
miles 1st ¢lass at 0. R. Butin the the first column, the rates given
are station-to-station rates at O. R. So the rates show thabt in
markets more distant from Bombay, like Agra and Muttra,
indigenous gugar hag a congiderable {reight advantage. DBesides, as
adverted to above, even for imported sugar to these markets,
Bombay i¢ not the natural port: Calcubla can serve better. In
these eases the indigenous article has the advantage of about
Rs. 1-8-0 per maund. This augurs well for the indigenous
industry, for even though Indian sugar factories could not exploit
this transport advantage to the full, with the development of
productive capacity and addition in their numerical strength this
advantage will act as a2 good safeguard. In other marksts like
Ajmer, Chitorgarh, Marwar, ete., too, indigenous sugar hag trans-
port advantage; albeit less than that in the case of Agra or Muttra,
With the development of the Indian sugar industry, not enly will
this advantage be better utilised, but it will also be increaged if
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new factories nearer to the consuming markets are established,
Ag the conditions rtand at present, all these figures conclusively
prove that Cawnpore sugar has transport advantage in its favour
in all these upcountry markets, although the precise extent of the
competition of the indigenous material is difficult to determine.
Understood with these limitalions, due to insufficiency of traffic
statistics, the picture of the distribution of sugar depicted above
gives us a good idea of the railway rates as affecting the dis-
tribution and consumption of sugar.

THE PRE-WAR AND CURRENT RATES ON THE
B. B. & ¢, 1. R. COMTARED

Before we pass on to digcuss the distribution of sugar
imported from Karachi it may be interesting to note the extent of
increage in rateg that has taken place since the war on the B. B.
& C. I. We have here a few rates which give a rough idea of
the extent of increasc:—

Rates per Maund from Bombay

Miles Station to 1314 1917 1932
Rs. a.p. Rs a.p. Re a p.
165 Surat 0 4 3 0 5 1 07 3
246 Baroda 07 3 07 4 013 1
308 Ahmedabad 0 811 012 3
202 Broach 0 51 0 5 1 0 8 7

The increase in rates varies from station to station, for whereas
in the case of Surat the increase has been about 80 per cent., in
other cases it has been only about 50 per cent. This is not sur-
prising, because there have been similar inereases in the case of
other industries as well. We have studied these increages in rates
as affecting the industries sclected for the present study at their
proper places, and therefore there is hardly any necessity of
repeating them here. But it may be pointed out that the increase
of rates on the imported sugar is welcome in the interest of the
indigenous industry.

One important feature of the rates policy in the pre-war era,
which should not escape our attention, is that very low rates were
offered on the imported sugar to distant markets, Here are a few
rates in gupport of the above gtatement.
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Rales per Maund from Bombay

Station to Rates in 1014
Actual Weight  Wagon loads
Ra a. p. Bs, a. p.
Agra Fort 01 0 013 10
Fatehpur Sikri 015 b 014 3
Mauttra Junetion ... .. .. 013 0 013 10
Hathras City 014 0 012 10
Cawopore 014 6 013 7

These lower rates have fortunately bLeen discontinued, and
to-day substantially higher rates are applicable on the imported
traffic. However, the blame for charging lower rates on the
imported traffic during the pre-war era does not rest on the B, B,
& C. L. alone, but it is shared hy all the railways.

THE HINTERLAND OF KARACHI PORT

Having studied the hinterland of Calcutta and Bombay with
gpecial reference to the distribution of imported sugar, we may
now pass on to review the imports of Karachi port, which has
been showing remarkable development in the recent years, and
promises to show further growth in future.  Both its present
position and future potentialities, make the study of this port and
its hinterland interesting. Inland trade statistics show that the
hinterland of the port extends from Sind to the Punjab, Baluchistan
and Afghanistan, The exporty from KXarachi port to Bihar and
Qrissa, the U. P. and Rajputana are very low, and the causes which
go to explain the situation are diverse. Bibar and Orissa are
naturally outside the hinterland proper of the port, the heavy
imports being primarily of coal traffic imported from Bihar, The
low exports of the U. P. arve explained by the fact that cccupying a
central position with railway connections, it is linked to all the
three ports, Caleutta, Bombay and Karachi. The movements of
traffic therefore, are divided between these ports, the substantial
part of the trade being directed to Caleutta and Bombay. Karachi
finds an outlet only for the parts on the extreme west, thapks to
the direct metre guage connection between Agra and Hyderabad
(8ind), via Kuchaman Road on the B.B. & C. I. and Jodhpur
Railways. As for Rajputana, we have already seen that the gouthern
perts find an easier access to Bombay, and therefore, only its
northern regions deal with Karachi. Therefore, the hinterland
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proper of the port include Sind, the Punjab, Baluchistan, Afghani-
gtan, the Northern parts of Rajputana and the Western districts of
U. P. We ghall study the distribution of sugar to these parts only.

RATES FROM KARACHI

It has already been pointed out that the N, W. R. quotes
special station-to-station rates on long distance traffic from Karachi
to gsome consuming centres. In the absence of detailed statlistics it
is difficult to point out the importance of different consuming
markets, and the precise effect of railway rates on the movement of
traffic. It ig, therefore, proposed to select a few of the more
important towng and the rates charged thereto. The gpecial
station-to-station rates quoted at O. R, from Karachi to some
important markets on the N. W, R., tabulated below, give an idea
in broad outline of the area over which imported sugar enjoys
special reduced rateq,

Rates per Mavund from Kerachi, 1932

Miles Statien to Re.a p.  Miles Station to Ra. a. p.
898 Saharanpur 1 9 0 907 Delhi 1 B 1
843 Ambala City 1 89 020 Ghaziabad 1 8 2
844 Sirhind 1 9 ¢ 949 Meerut City 1 8 6
808 Ludchiens 1 9 3 934 Muzaffarnagar 1 6 11
814 Patiala 1 8 7 798 Nabha 1 8 6

The markets depicted in the foregoing table are gcattered over
a wide range of the hinterland, and congsume white sugar in varying
quantities, In Baluchistan and the North Western Frontier
Provinces there are no svgar factories, and yet the nature of
competition inter se of imported and indigenous sugar in thege
Jocalities ig essentially different. In Baluchistan imported sugar is
largely consumed, becanse the indigenous sugar does not enter there,
due, tnter alia, to longer distance and congequent heavy transport
costs. In certain parts of the N. W. F. Province, sugar from
the Punjab and the western parts of the U. P. comes in competition
with the imported sugar, but the position of the latter is fairly secure
even in these markets. Thig is partly due to lower rates quoted
by the N. W. R. for distances over 750 miles, as we shall presently
point out. In the Punjab proper, however, the competition of
Indian factory sugar is of some pnoment, Bnt it should be noted
that the production of factory sugar in the province proper is not
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sufficiently- large, althongh there are seven sugar factories." The
regult is that white sugar from the U. P. is imported in addition
to foreign sugar. Further, in the East Punjal and the western
parts of the U.P. imported foreign sugar from Karachi port meets
more gevere competition, not merely with the Indian factory
gugar, but also with sugar imported from Caleutta port. This fact
is evident from the special station-to-station rates quoted from
Karachi to gome more important markets like Soharanpur, Meerut,
Ghaziabad, Delhi etc., referred to in the preceding table, Dut in
thege markets Indian factory sugar hag a distinet transport
advantage.

A critical analysig of the rates in the foregoing table may now
be attormpted. One striking feature of the rates iy that they are
lower than the lst class rates available for traffic Looked from
Karachi to markets located at a distance longer than 750 miles, as
¢an be seen from the following statemnent :(—

Actual 13t Class Actual  1st Class

Station to Rate Tute Station fo Rate Rate
Ras, a. p. Ra a. p. Rs. a. p. Ba.a. .
Saharanpur L 90 110 6 Delli 1 81 19 8
Ambala City 1§ 9 111 2 CGhaziebad 1 82 1 91
Sirhind 1 9 9 111 3 DMeerat City 1 8 6 110 7
Tudhiana 1 9 3 1 ¢ Muzffarprgar 1 6411 111 7
Patiala 1 8 7 110 3 Nabha 18 ¢ 1 99

The concession available is substantial, more so0 when it is
recalled that for traflic over distance lower than 750 miles, second
class rate ig charged. Local sugar factories have therefore to pay
second class vates. Besides, these rates are not determined purely
by distance, for whereag to Ambala City, for a distance of 843
miles, Rs. 1-8-0 per maund are charged, the rate to Sirhind, for
844 miles, is Ra. 1-9-9, though the diiference is only of one mile,
The differential clauge is however obgerved, But when we note the
rate to Khanna which iz Re. 1-10-2 per maund for 833 miles, we
find that the differential clauge is not obgerved ; for the shorter
distance the higher rate ig charged.

Further, the rates quoted to Delhi, Ghaziabad, Meerut City

and Muzaffarnagar are decidedly lower than those to other gtations.
This is obviously dae to competition from Calcutta port,  Another

1, Vide, Letter of the Government of Punjab to the Tariff Board,
Evidence Vol. I, p. 278,
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striking feature is that redueced station-to-station rates are not
available to some of the most important centres like Peshawar
City, Lahore, Jullunder City and Amritsar.

Reduced station-to-gtation rates are quoted from Karachi to
important stations on the R. K. Railway, as will be geen from the
following table :(—

Ruotes per Maund from Karachi (in 1932)

Station to Ra. a. p. Station to Rs. a p.
Bareilly City 1 710 Haldwani 1 9 0
Bhojeepura, 1 711 Hargaon 17 0
Carewganj 1 7 9 Lakhimpur Kheri 1 7 2
Chanini Chawki 1 9 2 Pilibhit 1 8 2

Thege rates are also due to port competition, but the relieving
feature in this case is that similar rates are also available for traffic

moving from these stations to Karachi.

CURRENT RATES COMPARED WITH THOSE OF 1917

The general lavel of rates may next be examined. We give
balow a comparative statema2nt showing the rates in 1917, and the
current ones, from Karachi to some more important consuming

markets® :—

Miles Station to Rates in 1917, Rates in 1932,
Rs. a, p. Rs, a. p.

788 Amritsar 1 ¢ 8 1 9 5
929 Multan 012 3 1 4 8
933 Muzaffarnagar 015 8 11311
802 Jullunder City 1 11 1 91l
209 Sukkur 0 ¢ 8 011 0
755 Lahore 1118 1 8 3
897 Saharanpur 015 5 1 90
843 Ambala City 1 0 4 1 7 8

There are some apparent anomalies in the foregoing rates. It will
be seen that lower rates are quoted to Muzaffarnagar, Saharanpur
and Ambala City than the rate charged to Amritsar, even though
the distance ig longer in the former cases. These digparities
provailed even before the war and are being continued to this day.
Bat, as has been already noted, lower rates in question are quoted
to meet the port competition. A still more striking fact to note ig

1. Rates for 1917 are taker from Mr. 8. . Ghose’s *‘ Menograph oR

Iudian Railway Rates, * p. 417,

R 31
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the increase in rates since the war. 'This increage is welcome go
far ag the imported traffic is concerned. But a similar increase on
internal tratfic is detrimental to the interesls of the indigenous
industry. The white sugar industry needg encouragement at the
hands of the railwaya.

Since the recent expansion of the Indian sugar industry, the
policy of the N, W, R. towards the local industry has also changed.
Reduced station-to-station rates guoted on sugar {rom Karachi to
stationd on the 1. K. Railway have been discontinned since 1034.
This is a desirable change in the interests of the local factories,
particularly those situated in the U. P. TFurther, station-to-station
rates are quoted in co-operation with the L. I, R, from internal
producing centres to Karachi, as will be scen {rom the following
table :—

Rates per Maund lo Karachi (1934-86)

Station from Rate Share
N. . E. T,

Es. a. p. Rs., a. p. Ha, a. p.
Buxar I 4 0 012 0 0 g 0
Naini 1 4 0 014 0 ¢ 6 ¢
Sitapur City and 1 4 ¢ 014 0 0 G 0
Thomsonganj
Rosa 1 3 9 014 0 0 5H 2
Shahjshanpuy 1 2 6 014 0 G 4 G
Baretlly ... 1 0 8 014 0 0 2 8

Thege are only a few of the stations from which reduced rates
are available. Station-to-station rates are also available from
other important gugar factories. In the following table we give
rates from some of the more important centres.

Rutes per Maund to Karacht (1054-36)

Station from Rute Station from Rute

Re. a. p Re. o p.
Cawnpore . 015 3 Majhowlia 1 610
Bagti ... . 1 3 3 Marhowrah 1 6 3
Bhatni -~ 1.3 6 Narkatiagan; 1 ¢ 8
Chakin o1 6 8 Pachrukhi 1 6 2
Gauribazar .., 1 4 9 Padrauna s 1 &6 6
Ghughli e 1 5 0 Samastipur 1 6 6
Lohat Siding 1 610 Sardarnagar 1 ¢ 4
Mairwa 1 5 9 Sigwa Bazar 1 b 3
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Thesge reduced rates have substantially helped the movement
of local sugar to Karachi and augur well for the future of the
industry, With the rapid expansien of the factory production, the
time is not far off when the local sugar manufacturers will have
to find markets for their gurplus produce ountside India, and it is
then that the significance of reduced rates to port towns will bo
increasingly realised.

The N. W. I. alsn quotes station-to-station rates from internal
centreg to important towns like Hyderabad, Sukkur, Larkana,
Shikarpur, Quetta, Chaman, Dadu, Nawabshah, Amritear, etc.

SUMMARY AND CONCLUSIONS

(1) The transport of white sugar, both imported and indi-
genous, has been surveyed with special refercnce fo the three
maodt imporiant ports of India, typical of the whole country, and
even though Madras and Rangoon have been left out, the con-
ditions already detailed give ug a fairly good idea of the rates
policy with which we are primarily concerned for the present.
The transport facilities available to Indian white sugar factories,
edpecially those in Bihar and the U. P. in marketing their white
sugar, have been examined in detail and the nature and extent of
competition with imported sugar reviewed, particularly as it
existed during and hefore the year 1332-33. The co-relation
between the rates charged and the traffic carried has enabled ug
to attempt some broad demarcation of the area, within which
Indian factories enjoy transport protection, apart from the fiscal
protection against the importers, It has been pointed out with
the aid of statistics that Indian factories can compete with advan-
tage in Bihar, the U. P, and the Eastern Punjab, thanks to their
location, distant from the ports. This transport protection arising
from advantageons lecation could net be fully exploited by the
factories in the past, due to their inadequate ontput, with the result
that their hold on the markets in the protected areas was at best
only seagonal. In other parts of the country, imported sugar, tiil
1932-33 held complete way, and more so in the port towns which
are by far the- most important consumers of white sugar in this
country. With the recent expansion in the number and output of
sugar factories, imports have dwindled due to the heavy protective
tariff, and the hold of the Indian factories over the internal market
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has considerably increased; but in the pott towns and markets in
the vicinity imports continue to compete even now.

(2) The review of rates policy has brought to relief several
striking features. One fact which standg out and may be subjected
to strong comment is the policy of the K. I. R., in quoting lower
rates on traffic shipped from Howrah to up-country over distances
of more than 600 miles, on actual weight. In addition, special
station-to-station rates are quoted to some markets both on actual
weight and wagon loads. This, as has been pointed out, is common
with the B. B, and C. L. and N. W, Railways a3 well, and therefore
this defect in rates policy is not peculiar to this line. DBut the
E. 1. R. i3 more to blame because the traffic moving from Howrah
to up-country centres is already very heavy, and complaints for
ghortage of wagon supplies are common. Begides, the imported
traffic in sugar does not need any sach protection, and would
continue to flow in even after the conceggion in rates is withdrawn,
This means a needless logd in railway revenues. Fortunately,
however, the I. 1. R. has since about 1934 withdrawn the reduced
gtation-to-gtation rates on actwal weight hitherto awvailable, for
traffic moving from Howrah. But station-to-station rates on wagon
loads are still available. These must also be discontinued.

(3) An inportant fact to note ig the Jack of a central marketing
organisation for sugar manufactured in factories which entails
considerable waste in transport costs, resulting from the overlapping
of the marketing area. This is, indeed, a very serious drawback in
the organisation of the Indian sugar industry and no reduction in
railway rates, however well-meant and far-reaching, would he able
to improve the condition of the industry, until marketing
arrangements are improved.



CHAPTER VII

WHEAT AXD WHEAT-FLOUR
WHEAT PRODUCTION IN INDIA

The wheat growing area in India embraces the whole of
Northern India down to the Gangetic delta and the greater part of
the Central platean near the Ghats. The crop is not eultivated at all
in the Bombay Konkan, or in the Central districts on Lboth sides of
the Bay of Bengal, while in Assam and in Burma wheat ig of very
little importance, The wheat crop is however well-distributed s
the North-West is a great wheat-growing tract : nearly 70 per
cent. of the total crop of the country is harvested in the Punjab
and the United Provinces. During the last decade the acreage
under wheat in the more important wheat areas of the countiy
has been fairly congtant, and the increase, if any, hag leen very
slight. In the Punjab, the area under wheat is about 11 million
acres. In the T. P. the area is about 7 million acres, and in
the C.P. and Berar, a little over 3 million acres. The tofal increase
in the acreage hag been about 2 million acres during the lagt decade,
from 30 million acres in 1920 to 32 million acres in 1931,
This increagse fades into insignificance when compared with the
increase in Canada from 18 million acres to 26 million acres, in
Argentina from 13 million acres to 17 million aecres, and in
Australia from 9 million acres to 14 million acres, during the same
period. Another important feature to note about the acreage under
wheat i8 that the Punjab, the U.P. and the C.P. and Berar are the
most important wheat producing areas in the country. This is of
gpecial interest for the study of transport, becauseit shows that if
wheat produced in these three provinces and its distribution is
gtudied, it wounld give a fair idea of the general distribution of
wheat in the country.

The production of wheat in the more important wheat pro-
ducing countrier of the world has been multiplying fast, so that the
world to-day is suffering from over-production of wheat relative to
the demand ; there has been both an absolute and relative increase
in the output. Therefore, it is natural to enquire of the part played
by India in thig situation, becanse the annual Indian crop is larger
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than that of either Canada, Argentina, or Australia. Production in
India, except in the year 1921 and 1928, when the harvests were
poor, has fluctnated during this decade within ten per cent., as can
be geen from the figures of wheat production.

RELATIVE SIGNIFICANCE OF EXPORTS

In India, therefore, the inereasc in wheat produetion has been
almost insignificant. The contrast between India and other wheat
producing countries becomes still more vivid, when it ig recollected
that the total production hag increased in the United Stateg from
833 million bushels in 1920, to 892 million bushels in 1931, in
(anada from 263 million bushels to 298 million bushels, in Argen-
tina from 156 million bughels to 218 million bushels, and in
Auatralia from 146 million bushels to 170 million bushels.
Besides, in India, apart {rom the variations in area and yield,
most of the wheat grown is consumed within the country and only
a very small part is available for export. Yurther, the exports
of Indian wheat during this decade have dwindled, due to
great demand within the country. The contribution of India,
therefore, in the acute world wide depression in wheat prices hag
been, if any, very humble because she has not appeared in the
world market with huge stocks for sale.

WORLD SUPPLY REGULATES THE PRICE GF INDIAN WHEAT

The price of Indian wheat ig determined not by the quantity
produced in the country but by the world-production. In this
connection it is instructive to note the remark of Mr. Dutta in hig
Enguiry on the Rise of Prices in India. He says, * apart from
internal conditions affecting the supply, the exports are subject to
violent fluetuations arising out of the variations in the supply
in other countries. In one year the demand will be very large,
and, even if the Indian harvest is abundant, prices will rise;
in the following year, the foreign demand may be largely
reduced owing to ahundant supplies from Rusdia, and United
States, and other exporting countries, and, even if the harvest in
India is deficient, prices might fall. The European demand,
therefore, cxercises a very important influence on the price of
Indian wheat”™." These remarks made by Mr, Dutta in 1915 are ag

1. Vide Report,
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true to-day as they were then. The tendency has gathered
increaged force with the rapid development of efficient and
economic trangport facilitieg, the machanisation in agriculture and
the consequent lower costs of production. The continuous economy
in the meangd of production, which is the marked characteristic of the
modern mass production, has considerably widened the marketing
area of the more important exporting countries, and therefore, it is
not gurprising, if with the help of well-organised marketing
agencieg they are able te capture even the mogt distant markets. It
hags become a common sight—and significant enough—to note
Australian wheat being sold at Bombay, even though in India the
total acreage under wheat ag well as its ountput is higher than
that of Aunstralia. To-day, therefore, we may go a step further and
say that the foreign demand for, as well ag supply of wheat
exercigse a very important influence on the prices of Tndian wheat.
This influence is exerted not merely on the export traffic, and thus
through the export traffic only indirectly on the internal traffie,
but the possibility and even the actual imports of foreign wheat
also regulate directly the course of wheat prices in this country.
The competition of the imported traffic within the country, however,
ig limited by the railway freight from the port towns io the up-
country marketd, and this formsd a very strong barrier in normal
timeg, against the dumping of foreign surplus wheat.

The foregoing discussion leads us to the conclusion that
internal trade in wheat ig more important to India,. We therefore
proceed to examine the problem of transport of wheat and
the freight charged thercon. The marketing of wheat, ag of other
corenly, in India, has its own peculiarities, They are due to the
nature of the wheat crop and the ecconomic conditions of the
cultivators.

MARKETING PECULIARITIES STATED

Let us examine these peculiarities geriatim. The Indian
wheat crop iy harvested by the end of April and i3 immediately
brought to the market for sale. The time element hetween
harvesting and marketing i8 a very important factor in determin-
ing prices. But before dwelling on thig point it iz better to take
gtock of the whole process. The small cultivators immediately
bring their crop to market for sale, leaving a small portion with
them for consumption. In some cases they gell their produce just



248 RAILWAY BATES AND FARES

on the field, after harvesting, to the village grain merchant or the
money-lender. The cultivaiors who are a little better off, market
as a rule only a small portion of their produce, and that too because
of the land revenue demand and water and other taxes. In short,
the Iarger share of the wheat produced is on the market,
immediately after harvest, This fact is of great significance. The
time when wheat produced in other important wheat producing
countries is put on the world market, happens to differ from the
Indian season, and the harvesting season in India synchronises
with the shortage of wheat stock on the world market. This
stimulates exports from India, becauge due to the shortage of wheat
supplies during this season, importers willingly pay a slightly
higher price. * The period when there is least wheat available in
FEurope is during the months of June, July and August and
therefore the prices then rule high, so that the importer ingtruets
his agents in India who are the exporters, to buy certain quantities
of wheat at certain prices, and it is this state of affairs that makes
the exporter in India so anxious to obtain his wheat in time to ship
it during the months of May, June and July ; in fact he obtaing a
gomewhat higher price for the May shipment than he does for the
June shipment, and again the June price is slightly higher than
July; after that prices become more even., It was stated to the
Committee that ag the exporter can afford to pay for the above
three monthd’ shipment, he can in turn afford and doeg pay a
higher price to the owner up-country in India for deliveries in
these months ”.* It is very doubtful as to whether the actual
producers of wheat get any share in these higher prices, except that
under economic pregsure they are reluctantly made to part with
their produce.

Economic conditions of the primary producers of wheat are
gnch that they have scarcely any waiting capacity, and therefore
they have no opportunity for demanding # higher price for their
produce. Far from sharing in the higher prices, alluded to in the
preceding paragraph, the cultivators are forced to put their produce
on the market at a time when the market is glutted and
therefore low prices prevail. Thig is especially true of wheat erop
which ig, being a money crop, cultivated primarily for defraying

1. From the extract quoted by Mr. 8. C. Ghose, *‘ Monograph on
Railway Rates,” pp. 268.99.
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taxed and other expenges. Between May and July prices of graing
in the local markets are generally low, and the chances of the
cultivators taking advantage of the higher prices offered by the
exporters are ipero facto nil,

RAILWAY TRAFFIC ANALYSED

This bringg ug to the examination of wheat traffic carried
by different railways. In the absence of detailed statistics of river
and rail-borne traffic, we have to make most of the statistics of
aggregate wheat traffic carried by the railways. The following are
the more important railways which carry wheat traffic* : —

Name Tonnage Earnings
(lakhs of Ra.)

N. W. Railway 1,245 1345
E, I. Railway 386 435
B. B. & C. 1. Railway 277 322
G. I. P. Railway 217 25'1
B. N, Railway 80 96
Grand total 2,582 2690

Alout 50 per cent, of the total wheat traffic is thus carried by
the N. W. Railway alone, because it serveg the most important
wheat growing arcas of the Punjab, and also carries the traffic from
gome important tracts in the United Provinces. It also shares its
wheat traflic with the E. L, the G. I. P, and the B. B. and C. L.
Railwaye, The greater portion of this traffic flows towards the
ports, partly for export and partly for local consumption. Flour
mills at these porta also consume an appreciable ghare of wheat
imported from up-country centres, part of which ig exported in the
form of flour to foreign countries and part to upcountry markets,

The location of flour mills at the port towns or in their
vicinity, the transport of wheat from the up-country producing
centred to the ports, and the re-transport of wheat from these centres
to upcountry markets sounds paradoxical. But this paradox is
eagily explained. Prices of Indian wheat being determined by the
world market, irrespective of the nature of the season within the
country, the port towns have become very important centres of
wheat trade. The priced ruling in the internal wheat ‘Mundies’ are
clogely linked with the quotations of the port towns, and they in
turn are affected by the conditions of world trade. It would

1. Compiled from the Report of Railway Board : 1930-31 ; Vol. II. p. 164,
R. 32
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indeed be difficult to point out the extent to which the internal
prices are inflnenced by the quotations in the port towns, butit
can be safely said that internal prices, port quotations, and the
priceg ruling in the world market are closely linked together, the
difference being only of the trangport costs. Therefore, the prices
ruling in the internal markets during the harvesting season, are
generally lower than thoge eitlLer at the port or in the world market.®
The advantage of thege lower prices can be better availed of by the
flour mills centred near the wheat growing tracts like Amritgar,
Ambala, Delhi, Cawnpore, etc., and they have in respect of the
supplies of their raw materials a relative advantage over the millg at
the ports,

But with this must be reckoned several other factors no less
important. Port towns being more important collecting centres, a
better and regular supply of wheat is agsured to the local mills at
even priced thronghout the year. Anadequate and a regular supply
of the raw materials, at steady prices, isa great agset to the industry,
and this is better assured to the mills at the ports than to those
at the upcountry centres. The prices at the internal centres are
undoubtedly lower from May to August, when the fresh supplies of
wheat are available, but thereafter, the prices take an upward trend.
This necessitates the storing of the wheat supplies by the mills,
adequate enough for the season, or else they have to resort to
hedging, the latter being more convenient in the port towns.

To these must be added better railway facilities to the ports.
Although the total freight to the ports is generally higher than that
enjoyed by the internal mills, this advantage ig partly neutralised,
a8 we shall gee at a later stage. Besides, the marketing facilities
are also different in the two cages. Mills at the ports have a
considerable advantage in marketing, Firstly, the greater part of
the total output of the mills is consumed in the town itgelf and its
suburbs ; secondly, flour can be casily exported to foreign countries
from the ports; and thirdly, due to economies resulting from a
large turn-over and higher prices realised in the local market, the
gurplug can with the help of relatively cheap railway rates from
the ports, be profitably despatched to the internal centres of
consumption.

1. Bir James Wilson has made very interesting caleulations on this point,
in hia Memorandum referred to by 8. C. Ghose, “Monograph,” pp. 304-05.
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The port fowns constitute great ‘Mundies’ of wheat trade,
both for export and internal consumption. The N, W. Railway
gerves primarily the Earachi port, although some wheat supplies
originating on its line are also despatched to Calcutta and Bombay.
Mr. Ghose found that of the total traffic on the N. W. Railway, of
about 351 lakhs of maunds, in 1911, about 306 lakhs of maunds
was booked to Karachi alone.® This shows the predominance of
Karachi in attracting supplies of wheat from the internal centres.
Similar statistics for the current year are not available, but the
aforesaid estimate can be safely taken to be true of the general
trend of traffic even at present.

RAILWAY CLASSIFICATION

Wheat in the Indian Rallways, General Classification of Goods,
ig classed as grains and pulses, which includes Bajree, Barley,
Beans-parched, Black gram, Dhal, Gram, Jowari, Maize, Moong,
Mussoor, Mutt, Oats, Rice, Toor, Wheat, ete., at first class raillway
rigsk. In actual practice, however, railways quote special schedule
rates. The N. W. Railway quotes C/B schedule for distances
less than 233 miles, the bagis of charge being 0333 pie per
maund per mile. On distance of 233 miles C/K telescopic
gchedule rate is charged. This basis of charge is ag follows :—

Pie per maund

per mile
1 o0 150 miles *380
Plus 151 to 250 miles 250
» 251 to 400, 125
»»  &bove 400 miles 116

The E. I. Railway, similarly, charges over distances less than
101 miles at C/B schedule rate, the basis of charge being 0-:333
pie per maund per mile; and for distances above 101 miles at
O/M telescopic schedule rate with the following basis :—
Pi¢ per maund

per mile

1 to 150 miles 0-380

Plue 151 to 250 ,, 0-333
» 251 to 500 ,, 0200
w501 to 700 ., 0130
»»  above 700 miles . 0-100

1. Vide, " Monograph on Railway Rates,” p. 310,
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The B. B. & C. 1. Railway charges the schedule rates gimilar
to those on the G. I. P. Railway. These schedule rates constitute
the bagis of actual rates charged on the traffic. Therefore a
detailed analysiz is essential for appraising the effect of railway
rates on the movement of traffic from the producing centres to
consuming markets.

RATES ON THE N. W. R. CURRENT RATES

The more important wheat despatching stations on the N, 'W.
R. and the rates per maund charged from them to Karachi during
the year 1932 are given below:—

Mileage Station Rate  Mileage Station Rate
6. P & D.
949 Meerut City 117 576 Multan City 10 7
934 Muzafiaranagar 1 4 685 Lyallpur 11 8
89§ Saharanpur 1 1 289 Sukkur 710
843 Ambala 12 7 71l Sangla Hill 11 11
806 Ludhisna 12 9 721 Sargodha 12 0
802 Jullunder City 12 9 653 Gojra 11 4
788 Amritear 12 7 727 Ferozepur 11 4
756 Lahore 12 4

This being a long distance traffic the rates per mile are lower
than those charged on the internal traffic. Here an interesting
question arises ag to whether these rateg help the flow of traffic
to ports, and thereby enable Indian wheat to regain the foreign
markets it hag lost. Before the war, India was the most
important supplier to Great Britain', more than 60 per cent. of
the annual exports were consigned to U. K. While the pre-war
average of exports to U. K. was 985, it fell to 76 in 1928-29.9
This loss in trade is due to the competition from other important
wheat growing countries, like the United States, Canada, Argen-
tine, Australia and Russia. These important wheat growing
countries have increased their area under wheat crop ; their yield
per acre i8 larger and they have lowered their cost of produc-
tion by mechanisation of agriculture’ and improved marketing
arrangements.® Marketing Pools of Wheat Growers, which have

1. Vide, Dutta’s Report on the “ Rise of Prices in Indis,” and Prof. C. N,
Vakil's ** Trade and Industry in Modern India.”

2. Prof. Vakil's “ Trade and Industry in Modern India.”

3. Vide Report of the Imperial Economic Committee, Paras, §9-115.

4. Supra, Paras, 131-148,
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been formed in the important wheat growing countries, are in a
ptronger position in negotiating with the carriers and purchasers
alike. To these.measures shonld be added the state help which
thege institutions get. In their zeal to improve the technique of
production and the yield, cultivation wag pushed on, unmindful
of the demand, and the result was that demand could not keep
pace with this growth in production, and therefore, the world
wheat market began to suffer from over-production. In India,
however, improvements in the technique of production have been
very slow and therefore it is no wonder that she was unable to keep
her hold cover the British market. To this relatively higher cost
of production in Indiz should be added the increased demand for
interal consumption, although it has till recently been a very
minor cause. India’s position, therefore, ad an exporter of wheat
has weakened considerably.

In view of the conditions in the world market, Indian wheat
will find it increatingly difficult in future to face the competition
in foreign markets. This is so because whereag in the foreign
countries the cost of production has already fallen considerably
and is still falling further, in India the situation is not very
favourable to any such change. It is beyond the scope of the
present thegis to dwell upon other factors affecting the cost of
production. In the years immediately after the Great War rates
were raised, and these are being continued in spite of the steep
fall in prices. It need not be meniioned that the increage of
railway transport charge iz a very important item in the selling
prices of a commodity like wheat, and more so when the length of
haul ranges from 500 to 800 miles, a3 will be geen from the
rateg referred to in the preceding paragraph. It is needless to
emphasgige that railway rates on wheat deserve serious consider-
ation at the hands of the railway authorities, becamse they un-
doubtedly restrict the flow of traffic. It may he contended on
behalf of the railways, that when the cost of production of wheat
in India has not been able to keep pace with that of the foreign
producers, even if the railway rates were reduced, Indian wheat
would not be able to stand foreign competition. This argument
has congiderable truth and calls for further consideration,

Railway rates should be so framed as to help the growth of
traffic, and thig can be only known by observing the effects of
rated on the flow of traffic. It is clear that since wheat prices
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have fallen, the incidence of railway rates has become heavier,
Public opinion, however, does not look with disfavour at these
rates, becaude they exercise a restrictive influence,against the out-
ward flow of wheat traffic, There is a growing sense of public
opinion in favour of conserving India's food supplies for her own
people, and the railway rates geem o help this process. Without
entering into the controversy, it can be plausibly argued that these
high rates restrict the flow of wheat traffic both to the ports and
the internal consuming centres, particularly the latier, Wheat
being a necessity of life, having an inelastic demand, a higher
transport charge becomes a tax upon the community, with hardly
any substantial diminution in the volume of traffic. In the case
of traffic of this kind, if the reduced rates, attract a larger traffic,
with less than proportionate increase in total receipts they should
be maintained. The capacity to bear the transport charge is
gtrictly limited in the case of such articles, Similarly, the pos-
gibility of increage in the volume of traffic in response to re-
duction in rates is limited, except in the case of export traffic.
The task of the traffic manager is therefore extremely delicate
and diffienlt.

The incidence of the current rates on the flow of traffic may
be better understood by comparing them with the pre-war rates.
The statement submitted below shows the rates to Karachi in a
pre-war year, in a war-year and a recent year:—

Rates per maund

Distance Station 1812 1817 1538
a. p. B. P a P

049 Meerut City 81 9 9 11 7
934 Muzaffarnagar 710 10 ¢ 11 4
808 Saharanpur 7 8 810 1 1
843 Ambala 8§ 1 10 3 12 7
806 Ludhians 98 1010 12 9
802 Jullunder City 10 4 11 3 12 9
788 Amritsar 10 6 11 6 12 7
785 Lahore 10 0 11 2 12 3
573 Maultan City 7 6 9 3 10 7
685 Lysllpur 93 105 1 8
299 Sukkur 4 6 610 710
721 Bargodha 9 9 1010 12 0
711 Sangls Hill 8 6 10 8 11
653 Gojra 8 9 101 1 4
727 Ferozepur 9 ¢ 10 3 12 0
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The foregoing rates throw good light on the nature of the rates
policy. Let us analyse the rates in 1912, Whereas the rate from
Meerut City was annas 8-1 for a distance of 949 miles, from
Amritsar annag 10-6 were charged for 788 miles. It appears, how-
ever, that lower rates were quoted from Meerut, Muzaffarnagar
and Sabaranpur to meet the competition from the E.I. R. to
Calentta. But when we push our analygis further, even the
local rated show a preferential tone. Yor instance, from Ambala,
for 843 miles, the rate was annas 8-1, from Ludhiana, for a
shorter distance of 806 miles the rate was annas 9-8, and from
Jullunder and Amritsar for still shorter hanls the rate was higher.
This wasg due to the competition of the E.I.R. These lower rates
on the competitive traffic helped the export of wheat, but the
result of this competition was that rates on non-competitive traffic
had to be raised, and thus, whereas the traffic from some centres
was given stimulus, that from others received a setback. This was
not in the interestg of the community. Besides, the difference in
rates wag appreciable, and therefore the consequences were more
mischievong, The rate, for instance, from Sabaranpur for 898 miles
was annas 7-6, and from Amritsar for 788 miled, the rate was
annag 10-6, the difference being of as. 3 per maund irregpective of
the longer length of haul. Saharanpur, therefore, due to its location
on the junction of the E. I. and N. W. Railways was able to
procure this preferential treatment in relation to a centre like
Amritgar, notwithstanding the longer distance over which the
traffic had to travel, the distance to Karachi and Calcutta being
808 and 938 miles respectively, Thus, even though Amritsar is
located nearer to Karachi port it had to pay higher freight charge.
Here the N. W, R, might argue that if they had not quoted lower
rates from these competitive pointg, the traffic would have passed
on to the E.I. R. This additional fraffic carried ai lower rates
helped to lower the rates on the non-competitive points. Thig
bringd out the evils of competition. Sabaranpur being nearer to
Karachi than to Calcutta, the N. W. R. had every justification in
kreeping the traffic on its own line and preventing it from going to
the rival line, and if lower rates were quoted they had enough
justification. But from the nature of reduction offered, it becomes
clear that the competition between the two lines must have been
intense, Competition in itself iz not bad, per contra, it is a motive
power of an economic gociety in it dynamic state; but when
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carried too far, it creates unhealthy economic conditions, by
diverting the distribution of trade and industries into artificial
channels, and checking thereby the growth of a sound and healthy
industrial systern. It need hardly be gaingaid that the competition
was unhealthy, for while it gave an undue stimulus to a part of the
traffie, the rest received a serious setback,

The current rates have one most important relieving feature, in
as much as the unhealthy competition adverted to in the preceding
paragraph hag been checked. For ingtance, the difference in the
rates charged from Saharanpur and Amritsar has been reduced
from ag. 3 to as. 1-6. But, here again, is broached another question
of principle, Since both the N, W. and the E.I. Railways are
State-owned and State-managed, it is questionable whether the
competition should be permiited to continue. Both these railways
form part of a single system, and therefore competition between
them should not be permitted. It ghould be the task of the
Railway Board to so regulate the movement of traffic at these
competitive points, as to eliminate thig unhealthy competition, and
direct the flow of traffic to the line where the cost of transport is
relatively lower. This would eliminate the waste of transport
costs, which unregulated competition entails, and thereby afford 2
much needed relief to the non-competitive traffic.

Secondly, the current rates are maintained at a comparatively
higher level than the pre-war rates, notwithstanding the fall in
prices. Wheat prices in India have fallen to the pre-war level, bat
the level of rates which was fixed in 1921, the days of phenomenal
rige of prices, is being kept up to this day undisturbed. In
condequence, the incidence of railway freight has become heavier.

THE HIGHER INCIDENCE OF RATES OX INTERNAL TRAFFIC

Further, the rates quoted in the preceding table are generally
for long digtance traffic, and therefore relatively lower, because they
are baged on the telescopic schedule. At the same time the distance
traversed is on a gingle gystem. DBut the internal traffic, in the
first place, does not move over such long distances, and recondly,
even when it moves over long distances, it generally passes over
more than one line, and therefore, the incidence of freight charge
becomes still heavier. Let ug illugtrate the point. Suppose, for
ingtance, wheat from Jullunder, Ludhiana and Ambala is required
for local congumption at Cawnpore, Agra or Allahabad, Here the
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traffic has to pass over more than one line and although the system
is the same, because all the railways concerned are State-owned and
State-managed, the telescopic rates levied are calculated not on the
bhasis of the total distance travelled, but on that of the individual
lines geparately. The result is that the incidenee of rates is raised
on the internal traffic.

The evil effects of working the railway lines on an indi-
vidualistic Dasig, and the higher incidence of rates which the
internal traffic has to bear becomes gtill more conspicuous, when
the telescopic basis of rates is taken into congideration. The
telescopic rates are higher per mile on a shorter length of haul.
Thus, for instanee, the rate from Sukkur to Karachi, for 299 miles,
is ag, 710, whereas from Ambala to Karachi, for 843 miles, the
rate ig ag. 12-7. The table submitted below shows the nature of
railway freight charged on local traffic in 1913 and 1932,

From To
‘Ambala Patiala Shakdhra Shikarpur
1913-1932 1913~ 1938 1913-1938 1313-1932
A p. & p & p &P &P & P B P B P
Jaranwala 65 2 7 5 6 1 7 4 1 7 2 6 710 9 3
Sangla Hill b 0 7 4 50 7 3 1 5 2 4 711 9 4
Okara 410 7 1 410 7 0 21 211 7 6 9 0
Khanna 12 20 1 2 111 3 4+ 47 9 2 10 6

"The increage in rates differs with the distance travelled; the
percentage increase is higher for lower distances. For instance,
the rate from Jaranwala to Ambala has been raised from as. 5-2 in
1913, to a8 7-5 in the current year, the increase being of about 43
per cent, Similarly, from Sangla Hill, Okara and Khanna to Ambhala,
the increage effected is about 46, 47 and 71 per cent respectively.
Thug, from Khanna to Ambala for a lower distance, the increase
hag been about 70 per cent. Rates 1o other centres have also been
raised on a similar scale. The average inerease seems to be about
50 per cent.

The incidence of increase in rated indieated in the preceding
paragraph is about the local traffic. 'When, however, through rates
are taken into consideration, the incidence becomes gtill heavier,
due to the higher charge per mile for a lower distance, and the
individualistic rating policy pursued by the railways.

It should, however, be noted that in responge to the general
pressure of public opinion, the railway authorities introduced

R. 33
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reduced rates on wheat traffic, moving from the internsl growing
centres to Karachi, on the N. W. R., a8 an experimental measure,
during the year 1931-32. These rates were applicable for a distance
of 600 mileg and over. ¥rom May 15th to June 19th 1931, C/P
schedule rates were quoted. A further reduction was thereafter
made, 80 that from June 20th to September 14th 1931, we find /R
schedule rate in operation. The nature of the reduction can be
geen from the undermentioned table,

Rates per Maund per Mile to Karachi®

Station from Ordinary Rates Reduced Rates  Reduced Rates
CB/CK schedule  C/P echedule C/R schedule
Lyallpur G118 0 8 b 0 610
Toba Tek Singh 011 2 0890 0 6 4
Okara 011 ¢ ¢ 8 4 0 869
Montgomery 011 4 08 2 0 6 6
“Mian Channun 010 10 079 061
Kharewal 010 7 6 79 ¢ 6 1

From the foregoing table it will be seen that the railway
authorities offered substantial reductions in rates with a view to
help the movement of wheat to Karachi, but the trafficbooked
during the period concession rates were in force, showed noresponse
to the inducement offered. Per contra, the traffic booked was less
than that for the corregponding period of the preceding year and
the earnings received a serious set back. The volume of fraffic fell
from 2-064 lakhs of tons to 2-G1 lakhs of tons, and the earnings
from Rg. 5:18 lakhs to Rs. 31-31 lakhs. The concegsion was
therefore withdrawn.

The efforts of the N. W, R. in trying this experiment ig indeed
commendable and one feels that the duration ought to have been
extended, ag there was only a slight fall in the volume of traffic.
Looking to the peculiar economic conditions when the experiment
was tried, the resulis do not seem to be so disappointing. Besides,
the period during which the experiment was tried was rather
short. The response of traffic to the stimnlus of reduced rates,
particularly when the demand for the article is inelastic, takes a
relatively long time.

There ig a greater need for such an experiment in the direction
of stimulating internal traffic, which has to pay rates higher than

1. The information wag supplied by the Agent N, W. Rly.
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those paid by the port traffic. This would substantially help the
flour-milling industry.

Out of the total wheat traffic of abont 4 lakhs of tons booked
on the K. T. R. in 1911, about 3-2 lakhs of tons were consigned to
Howrah and Khidderpore Docks?, part for local consmnption and
part for export. The greater portion of wheat received at Howrah
18 consumed locally, while that at the Khiddepore Docks ig
primarily meant for export. It should be noted at this stage that
wheat traffic on the E. 1. R. comed mainly from the United
Provinces. A part of ihe traffic is carried by the B. N. W. R.
and transhipped to the K. I. B. at Mokameh Ghat. Before the
E.I.R.and the O, R. R, were amalgamated, the former had to depend
for a fairly good portion of its wheat traffic on the latter, 'Thus,
boih the 0. R. R. and B. N. W. R. were good feeders to the E. I. R.
for wheat traffic to Calcutta. Since the purchase of the railway
lines by the State, the O. R. R. and the E. I. R. have worked as
one single gystem. This has helped the movement of wheat traffic
from the United provinces to Howrah considerably. The traffic
to-day gets telescopic rates on the total distance traversed, viz., from
Moradabad, Rai Rareli, Chandausi, etc.,, to Howrah. Thisg
emphasiges the oft repeated necessity of treating all the lines owned
and worked by the State, if not the entire railroad of the country,
a3 one gystem, in matters of rate-making for through traffic,

RATES ON THE E. I. R. DURING THE YEAR 1932

The rates per maund from some more important wheat
collecting centres on the E. I. R. to Howrah are as follows :—

Mileage  Station Rate Mileane Station Rate
8 P & P
283  Mokameh Jn. 510 564 Bulandshshar 10 10
332  Patna City 6 5 889 Chazibad 1L o
411 Buxar 71 429 Benares 72
202 Gaya 6 0 568 Rai Bareli 8 4
418 Moghal Serai 71 465 Jaunpur 76
512 Allahabad 71 560 Fyrabad 8 3
5684 - Khaga 8 4 678 Hardoi v 3
633  Cawnpore 8 9 806 Chandausi 10 4
718  Etawah 9 7 818 Moradabad 10 5
818 Farukhabad 10 5 801 Meerut 11 2
804  Hathras 10 4 £38 Saharanpur 11 5
802  Aligarh 9 6

These rates are based on the telescopic schedule already
referred to. The criticism to which these rateg are subject ig in

1. Vide, 8, C. Ghose’s “ Monograph,” P. 315,
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general similar te that of the N. W. R. adverted to above. The
difference in details will be noted pregently.

RATES ON E. I. R. AND N. W. R. COMPARED

On comparing the rates on the E. I. R. and thoge on the
N. W. R., the most striking conclusion which emerges is that the
level of charge on the Iatter ig relatively higher. To illustrate the
statement, while the freight from Sangla Hill to Karachi, for 711
miles, is ag. 11-4 on the N. W, R., the rate from Ftawah to Howrah
on the E. L. R., for 718 miles, is as. 9-7, the difference between the
two being of a8. 1-9 per maunnd in favour of the latter, This is a
subgtantial difference, especially when the traffic moves in bulk.
Again, while from Multan City to Karachi, for 575 miles, the
N. W. R. charges as. 10-7 per maund, the E. I. R. charges only ag.
8-4 from Khaga to Howrah, for 564 miles, the difference being of
about as. 2-3 per maund. A similar difference in the incidence of
freight charged is maintained even for shorter distances. For
instance, the rate charged on the N. W. R. from Sukkur to Karachi,
for 299 miles, ig as. 7-10, while the E. I, R, charges as. 6-0 from
(Gaya to Howrah, for 292 miles.

RELATIVE POSITION OF PRE-WAR AND CURRENT RATES.

It i3 necessary at this stage to recall the rates charged on the
E. I. R. during the pre-war year, o as to get a definte idea of the
level of rates charged during the period and the increage effected in
the meantime, The rates from some more important despatching
stations are given below. Mention should be made that in studying
the pre-war rates we have divided the rates on the E. I, R. into two
sub-divisions : those charged from the despatching stations on the
E. L. R. proper, and those charged from the despatching stations
on the 0. R. R., because the two lines were worked separately then.

Despatching stations on the E. I. R.

Distance Station Rates per Maund

1011 1917 1982

& p. & p. a p.
219 Bahebganj 3 37 49
332 Patoa City 4 8 411 6 5
411 Buxar 5 3 5 9 71
564 Ehaga 5 3 6 10 8 4
633 Cawnpore 5 3 6 10 8§ 9
818 Farukhabad 610 810 10 5
804 Hathras 6 0 8§ 9 10 ¢
823 Aligarh 6 11 8 11 10 6
854 Khurja City T2 a0 10 9
889 Ghaziabad Junotion 78 9 3 1 0
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It will be geen that the rates were raised considerably during
and after the war. There scems to have been an all round increage
of about 50 per cent. One point of minor importance that may be
noted is that the rates from Cawnpore and Khanga have been
hetter adjusted after the war on the basis of mileage. So algo the
E. L. R. does not charge lower freight from the competitive points
as is the case with the N. W. R. This is prcsumably due to the
Iower basig on which rates are fixed on the E.I. R. ag compared
with those on the N. W. R.

RATES ON THE O. R. R. BECTION
Wo shall now consider the rates charged from the
degpatching stations on the Q. R. R. section, where the competition
of the N. W. and the G.I. P.is felt. The rates quoted are as
follows :—
Rates per maund to Calcuble

Distance Station 1911 1817 1932
a P 8 pe 8. e

612 Barabanki 6 1 8 0 8 9

634 Behramghat 6 1 8 0 8 11

667 Madhoganj 6 4 8 3 9 2

718 Shahjahanpur 6 8 8 7 9 7

762 Bareilly 6 11 8 7 10 0

835 Chandausi 7 3 9 3 10 4

881 Moradabad 7 6 9 4 10 5

568 Rai Bareli 511 710 8 4

The basis of these rates from the competitive points is similar
to the rates from the non-competitive points, because the competitive
lines, both the N. W. and the G. I. P., have a higher basis of charge.
Therefore, the E. 1. R. can easily attract traffic without having to
regort to the manipulation of rates.

Rates from the above stations to Karachi are submitted

below :—

1911 P 7 A 1952

. 8 D &~ P s P
Barabanki 10 7 2 2 ‘12 1t
Behramghat 10 9 12 4 13 3
Madhoganj 10 0 2 7 13 10
Shabjehanpur 10 ¢ 13 1 14 1
Bareily 10 11 101N 13 3
Chandausi 10 2 12 1 13 3
Moradabad 10 0 11 13 ¢
Rai Bareily 10 0 12 7 13 1
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It will be noticed that the N, W. R. iz at a congiderable
disadvantage in respect of thid traffic. Thid is due to various cauges.
Firstly, the distance from thege stations to Karachi port is a gerious
handicap ; secondly, the traffic has to pass over more than one line ;
and thirdly, the basis of charge on the N. W. R. is relatively
higher. It i also uneconomic for the N. W. R. to compete for this
traffic, and more so because both the lines are now under common
ownership. From the level of rates charged on the lines, it is clear
that they are essentially non-competitive,

Rates charged from some of these stations to Bombay port are
mentioned below :—

1511 1817 10858+

A P & - A e
Barabanki 9 4 11 1 H
Behramghat 4 7 10 11 i1 10
Madhoganj 9 7 11 6 2 6
Shahjshanpur 911 1t 6 13 11
Rai Bareli 97 Il 2 11 8

These special station-to-station rates quoted on the G. I. P. on
wagon loads, show the attempts made by the authorities to attiact
traffic to ports. One striking feature of the current rates is that the
increase when compared with the rateg of 1917 has net been much.
But even the current rates are higher as compared with those
charged on the E. I. R., and therefore, if traffic from these stations
ig attracted to Bombay the reagons can be traced to causes other
than of purely railway freight, viz., prices quoted at Bombay, sea
freight from Bombay to foreign ports, ete.

RATES FROM B. N. W. R. TO BOWRAH

The E. 1. R. draws its Howrah traffic from the B. N. W. R.
stations as already referred to. The current rates from some
important collecting centres to Howrah work out as follows :~=

Stations BN W F A 8 Total
& p B s a. p
Azamgarh 40 38 7 8
Bahraioh b 7 310 LI
Ballia 31 4 0 T 1
Balrampur &5 7 4 0 9 7
Basti 4 5 4 1 8 8
Chauri Chaura an 4 3 3 2
Chngm 2 2 4 3 6 O
Darbhangs 2 2 51 7 8
Ghszipur City 210 1 5 7 3
Gonda 51 3n 9 0
Gorakhpur 4 3 t 0 5 3

* At O, R.: W.J400; L,
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This traffic i3 ronted via Mokameh Ghat. Thus, the movement
of wheat traffic from the more important collecting centres to
Howrah on the E. I. R. has been noted. It will be seen that the
rates charged by the E. L. R. are lower than those of the N. W. R.
The traffic is directed mainly to Howrah. This traffic is not for
export alone but the greater portion is consumed locally, There
are a number of flour mills at Howrah and in the vieinity, There
are also flour mills in some internal centres like Cawnpore, Agra,
Allashabad, Patna, ete. These internal mills draw their supplies
primarily from the sorrounding wheat growing areas. Therefore,
threse mills have to pay relatively lower rates on wheat purchaged
in the harvesting season. But the price of local wheat being
determined by the world market quotations, it i3 general experience
that the internal prices keep up an upward tone, ag compared with
the port quotations, just after the harvesting season i3 aver,
This is & great bandicap which neutralises the advantage of location
in the proximity of the sources of supply of wheat. These and
other causes have been adverted to, and need not therefore, be
repeated here. What is meant to convey is that the rates charged
on wheat supplies to the internal flonr mills are equally important.

The E.I.R. quotes special station-to-station rates, lower than
the schedule rates, from the distant wheat growing centres to
important consuming markets. Thus, special rates quoted to Agra
from some of the more important wheat growing areas in the
Punjab via Ghaziabad are as follows:

Station Rute Station Rate
a p g, p.

Patisla 2 10 Lahore, Gurdaspur
Muntgomery } 3 9 Gujranwala 31
Mandi Bahauddin Shikarpur
Lyallpur 31 Sangla Hill
Ambala City 2 11 Hafizahad } 3 9
Rajpura Junstion } Gojra

The foregoing are the reduced rates quoted by the E.LLR. on
its own line for through traffic from the stations referred to on the
N.W.R. ~ Special rates are also quoted to Cawnpore, as will be seen
from the statement submitted below —

Rates per Maund to Cawnpore

Stations Rate Staltons Rate

s P. & P

Ambals Cantt. 8§ 8 Khanna 9 7

Bassi Pathanan 9 5 Jandiala 12 4

Jullundur Cantt. 1t Jagraon 10 11

Kupar 10 5 Ludhiana 10 ¢
Birhind 9 2
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Similarly, reduced rates are quoted to other more important
consuming markets on its own line and te stations on the foreign
railways especially on the Eastern Bengal Railway.

Before we close this section, it is necessary to note that
the E.I.R. hag offered reduced station-to-station rates from wheat-
growing tracts in the Punjab to ("alcutta, since 1933,

Rutes per Maund to Hewral

Station from Total Rate KA A BI

Es & p. Bs. a p. Rs. s, p.

Kaesur 1 0 4 0 6 3 010 1
Lahore 1 0 4 0 610 ¢ 9 8
Lysllpur 10 4 ¢ 71 08 5
Montgomery 1 0 4 079 ¢ 87
Multan City 1 0 7 0 89 ¢ 710

These are only a few of the more important stations from
which reduced station-to-station rates are available on wheat traffic
to Howrah. The traffic from these stations is routed via Sahanran-
pur. Delhi is another important junction for wheat traffic moving
from stations onthe N.W.R. to Howrah. The number of stations
from which reduced rates are avilable and the uniformity of the
quotation is apt to be misunderstood by the lay public. That
reduced rates should be offered from the more important wheat
growing areas to the consuming markets has been accepted.
The rates quoted should be such as the traffic can bear. In other
words, the rates should be low enough to help the movement
of the traffic, and at the same time be remunerative to the carrier.
Viewed from this criterion, the aforesaid rates quoted by the N.W.
and E. 1. Railways are in keeping with the principles of railroad
economics. They are sufficiently low to help the movement of
traffic, and do not seem to be unremunerative to the railways.
No doubt distance is an important factor in rate-making and
should constantly be kept in view by those regponsible for making
the tariffs, but these rates have strictly observed the differential
ruole. In long distance traffic, particularly in the case of low-
priced articles, the capacity of the article to bear the transport
charge is more important than the distance. No wonder, therefore,
that these rates have attracted a greater volume of traffic, which has
increaged from about 39 thousand tons in 1931 to about 121
thousand tons in 1933. 'This phenomenal increase in traffic clearly
shows that the railways had hitherto failed to gauge the magnitude
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of this traffic, and the necesgity of fostering the same. This is a
striking illustration of the immense help which progressive and
gympathetic rates policy can render to Indian trade and industries,
and at the same time add to the railway receipts. Asa matter of
fact entire railway tariffs need revision in the light of the funda-
mental principle of value of service rendered. Further, the
railway authorities should have well considered schemes, backed by
definite statistical data, for opening new avenucs for traffic. The
co-operation of the Lusiness community in this direction would be
invaluable. Oue only degpairg of the ultra-congervative policy
pursned by the Indian railways and their indifferenee to public
opinion.

RATES ON THE G.ILP. RAILWAY

The basis of rates for graing and pulses on the G. 1. P.
hag already Dbeen noted, and therefore it ig preposed to review
the actual rates affecting the movement of traflic from the more
important centres of production. 'The rates to Bombay from more
important wheat producing centres arve ag follows :(—

Distance Stution Rute  Dustonce Station Rate
€75 Kalni Marwara a. p. a
& Via . 12 10 564 Kareti .. 11 8
654 Saugor e 1211 538 Godarvada ... 12 3
839 Cawnpore .. 10 8 7 bBOS Pipariga® ... 12 9
520 Nagpur .. 85 417 Harda* w114
472 Wardha o 11 8 353 Khandws¥* ... 10 3
493 Hinganghat 116 425 Timarni¥* L1105
616  Jubbulpore . 9 0 443  Damapura® ..., 11 9
702 Damnoch e 119 147 Lasalgaon® .., 5 1
583 Gotegaon .o 11 8

Trom the foregoing fable it will be seen that in some cases the
rates quoted are station-to-station rates, and in otherd schedule rates.
This ig so becausge from gome stations, station-to-station rateg, lower
than the schedule rates are quoted. It will be seen that the station-
to-gtation rates carry considerable concessiong as compared with the
schedule rates. Thus, for instance, the special rate guoted from
Cawnpore to Bombay ig as. 10~5, whereas the schedule rate would
be Re. 1-0-0.  This quotation carries a concession of abount 30 per
cent. Again the actual rate quoted from Nagpur to Rombay ig

* These are schedule rates inclusive of chort distance and terminal
charges,

R 3
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as. 8-5, whereas the schedule rate would be as. 12~11, Here, too
the special rate carries a concesgion of about 30 per cent. Similarly
the other station-to-station rates are also lower than the schedule
rates ; the extent of concegsion in individual cases varies. From
some important wheat despatching stations to Bombay, however,
gtation-to-station rates are mot gquoted and hence the gehedule
rates are applicable ag given above.

PREFERENTIAL RATES

Of the important centres referred to in the preceding table,
gix are denied special reduced station-to-station rates which are
enjoyed by therest. The handicap, thus imposcd, can beadequately
gauged by a critical review of the actual rates. As has already been
noted, the traders are concerned more with the rclative level of
rates than with the absolute one, and therefore these rates deserve
a detailed consideration. That Bombay iga very important market
for wheat produced in the Central Provineces can hardly be gainsaid.
Mr. Ghose found thot of the total wheat traffic of about 875 lakhs
of maunds on the G. L ., about 38 lakhs of maunds were consigned
to Bombay?, and from the detailed figures about the traffic of the
several despatching stations that he worked out, it is eviden that
the stations referred to in the above statement are very important.
Harda, Timarni and Banapura are some of the most important wheat
despatching stationy in the Central Provinceg, on the G. I. P. main-
line. The extent of the disadvantage which the traffic from these
gtations suffer becomes clear when the rates charged from other
stations are compared. Thus, while the rate from Nagpur, for 520
miles, is ag, 85, from Pipariva for 505 miles, it is as, 12-9, and from
Harda, for 417 miles as. 11-4.  Here, apain, it is interesting to note,
on the authority of the figures of traffic compiled by Mr. Ghoge,
that Harda, Timarni, Banapura, Pipariya, and Laselgaon are one
and all, better shippers than Nagpur.' Why then this preference
in favour of Nagpur?

The preferential treatment is not merely in favour of Nagpur,
but is shared by all those stations which enjoy station-to-station
rates. Further, even amongst the stations which enjoy special
gtation-to-station rates, the element of preference appears to have
crept in. For instance, the rate from Saugor, for 654 miles, ig

. 1. Vide, " Monograph on Railway Rates,” pp. 318-19.
2, Vide, “ Monograph on Railway Rates,” pp. 318-18,
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g. 12=11, whereas from Cawnpore, for §39 miles, it is only as. 10-8,
nd from Jubbulpore as. 3-0. Again, the rate from Damoh, fcr
02 miles, i as. 11-9, while Gotegaon has to pay as. 11-3 for
83 miles Even the Gotegaon rate appears to be preferential when
ornpared with the rate charged from Kareli.

Let us then analyse the possible causes of this apparently
weferential rating. The Cawnpore-Bombay rate seems to have
reen fixed in view of the Cawnpore-Howrah rate which is as, 8-0.
rom Nagpur a lower rate is quoted because of the alter-
ative route on the B. N. R. to Calcutta. These lower rates
re, thus, due to port competiition. This assumplion is further
trengthened when the rates charged from Hinganghat and
Vardha are taken into account. The rates charged increase ag the
istance between the Nagpur Junction and the despalching stations
ncreases, i.e., the rates change inversely with the probalility
£ compelition from the B. N. R. Similarly, the rate guoted from
ubbulpore has been affected by the compelition of the E. 1. R. via
Jaini, and the B, N. R. rates charged from Saugor and Damoh are
ikewise affected by the competition of the alternative route on
he B. N. R. and the E. [. R. From the aloresaid review, therefore,
t follows that the (. L. P. R. has quoted special station-to-station
ates, lower than the schedule rates, only from the competitive
oints. But this inter-railway competition places serious handicap
n the traffic from the non-competitive poinis.

PRE-WAR RATES COMPARED

It may be instructive at this stage of our enquiry to recollect
he rates prevailing before or during tho war, with a view to know
vhether the appavent anomalies dealt with in the preceding para-
raph are of recent growth or the gurvivals of ithe old policy.
"he pogition of rates from more important centres may be summed
ip as followg :—

Rates por maund {o Bombay

Mileage Stalions 1917 Raf? 932 Mileoge  Stalions 161 7}?9 fe 1082

a. p.  a p. a. p.  a. p.
830 Cawnpore 8 7 10 8 564 Karelt 8§ 9 11 8
620  Nagpur 7 0 8 b 417  Harda 9 0 11 4
618  Jubbulpore 7 0 9 0 5056  Pipatiya 8 98 12 9
%02  Damoh 9 6 11 9 425  Timarni 8 8 11 b
654  Saugor 9 7 1211 443 Dunapura 8 9 11 9
683 Gutegson 7 9 11 3
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HIGHER LEVEL OF RATE3 ON THH G.I.P.

The G, I. P., hag effected a higher percentage increase in its
rateg than the E. I, R. ag can be seen by comparing the rates from
the more important centres on the respective lines. For instance,
the G. I. P. has raised its rates from Kareli, Pipariya, Timarni, and
Banapura by about 3 annag per maund, but the E, 1. R. for a gimilar
distance from Khaga has raised the rates by annag 1-¢ only. The
increase has been still higher from some stations on the G, L. . e. g.
from Saugor and Gotegaon the increase in rates amounts to ag. 3~4
and as. 3-6 respectively.

From the review of rates in 1917 and 1932 it is clear that the
. 1. P. has adjusted its rates from the competilive points accord-
ing to the rate guoted by the alternative route, distance for
digtance, Thig ig go in the case of the Cawnpore-Howrah rate,
The rate is quoted on the same basis and the difference in the
total rate ig due to the distance traversed. Thig is so because the
. 1. P. has laid down a specific rule, that in local hooking belween
any two stations on the G.I. P, the rates obtainable by the
alternative foreign railway route are applicd to the local route,
provided that the rates do not fall below the minimum. This
practice prevailed in 1911%, and is being continued to this day, a8
will be seen from the rateg referred to in the foregoing statement.
The present policy in respect of rates from the Central Provinces
to Bombay is merely a continuation of the policy pursued during
and Lefore the war, with a few minor changes,

0Of the minor changes introduced after the war, one which may
be noted iz the adjustment of rateg from Shahpura to Harda and
the neighbouring group of stations. In 1917, the rate from Harda
wad higher than that charged from Timarni, Banapura, Pipariya,
Kareli, ete., although the distance from Harda is shorter. To avoid
this digparity in rates, it was suggested that instead of the lower
rates charged from stations situated at distances higher than that
from Harda, they should be charged a rate equal to that of Harda,
because the difference of one anpa belween this rale and the rate
on the alternative route from Jubbulpore to Fowrah via Naini, in
favour of the latter route, would not materially affect the direction

i. Vide, Ghose’s “ Monograph on Railwey Rates,” p. 321,
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of traffic.! These disparities have been removed, ag8 will be seen
from the foregoing rates. Since 1934, station-to-station rateg from
Kareli, Banapura group of stations have heen totally discontinued.

There was some justification for the competition in rate-
making adverted to above, between the E. 1. R. and G. T. P., before
and during the war, but there is no justification for the con-
tinuance of the same policy in the current traiffs, since hoth
the lines have come under common ownership and management.
Thid sort of competition regults in waste and injustice to the ship-
pers. There seems to be practically no reagon why two lines of
the game system should indulge in -wasteful ecompetition.
For instance, the distance between Jubbulpore and IHowrah is
733 miles, and from Jubbulpore to Bombay it is 616 miles. It
ig clear therefore, that Bombay has an advaniage inrespect of
mileage for Jubbulpore traffic. But distance is only one of
the several factors which determine the rate. Mileage, physieal
features of the area to be traversed, conditions of carriage and
the availability of the return load, are the most important factors
which determine the rates charged. It is argued in favour of the
Caleutta traffic that lower operating costs coupled with the better
return loads, and more favourable physical features of the conntry
to be traverzsed, cnable the E, I. R. to carry traflic more economi-
cally to Howrah than the G, I. P, does to Bombay. This is,
indeed, a very important point, and it ig diflicult for ug, with the
data at our disposal, to hazard any opinion, because befure any
decision can be arrived at it ig necessary to study the detailed
gtatistics about the working expenses and the traffic carried.
Such an analysis is more helpful in determining precigely the
absolute level of rates to be charged, which we do not propose
for the present to enquire into. The study of the relative level
of rates would be gufficient for the purpoge in hand. The E. I. R.
quoted from Jubbulpore to Howrah, a rate of ag, §-0, 1017, for a
distance of 733 miles, which was calculated on the same basis as
the other rates. For example, from Xtawah for 720 miles, the
rate charged was ag. 8-0, and from Hathiag for 806 miles, as. 83,
Qo aldo the seale rates on the E. I. R. for TC0 and 750 miles
worked out ag annas 8-6, and annas 8-10 respectively, Therefore,
the E. I. R. rate {rom Jubbulpore wag not lower than the ordinary

1. Sec Ghose’s * Monograph,” p. 320
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rate, and as such it wag not quoted to divert the G. I. P. {raffic.
The rate quoted by the G. [. P, from Jubbulpere to Bombay, per
confra, was lower than the schedule rate, and is still Iower
relatively, and ag such it i competitive, notwithstanding the
comnmon ownership of both the lines. The policy, therefore, needs
a corrcetive ; it should be re-ghaped in the light of the post-war
developments. It is a relief to note that this defect has recently
been remedied, and the rate from Jubbulpore to Bombay has
been raised from Rs. 0-9-0 per maund to Rs. 0-10-6. A similar
change needg to be made in other directions ag well. The inter-
railway competition should be eliminated ag far ag possible, and
the watch-word of any scheme of re-organigation should be greater
efficiency and lower costs per unit.

Before we close the discussion of rates charged on the G. 1. T,
it hag to be noted that the general level of current rateg on thig
railway i9 wvery high. This is partly due to the extravagance in
working expenditure. Of all the lines, the working expensed of
the G. I. P. have paid no heed to the changes in the economic
conditions of the country, and have kept up an uwpward trend,
notwithstanding the fall in prices. This has adversely aflected
the trade and industries of the localities served by the G. L. P, and
the case of wheat trade adverted to above i8 an instance to the
point. That these rates call for an immediate reduection, so ag to
give a much needed relief to the wheat trade hardly needgany
emphasis,. The consumers of wheat at Bombay and the shippers
up-country both need this relief.

RATES ON THE B, B. & C. I. RAILWAY

The current rates on the B. B. & C.1. R, are based on a schedule
pimilar to that on the (. I. 1., a8 has already heen mentioned,
It is important to note that wheat traffic to Bombay is mainly
carried by the G. I. P. ‘The greater share of the wheat traffic
hauled by the B. B. & C. I. is carried to Karachi; this railway
acts ag a good feeder to the N. W.R. Besides, it also carries
traffic for internal consamption. Therefore, the total wheat
traffic carried by the B. B. & C. I. and the carnings derived
thereform are as important as those of the (3. I.P. In what
follows, therefore, an attempt will be made to have a brief and
guccinct review of the rates policy pursued DLy thig railway in
respect of its wheat trafiic.
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PRE-WAR RATES

Before the war, due in no stoall measure to the intense and
often cut-throat competition inier se of the different railway
gystem in the country, the B. B. & C. L. also guoted competitive
low rates to Bombay port from distant centres, to have a share in
the competitive traffic. But as will be shown presently, the
reduced rates offered by this railway were only such as compe-
tition warranted, and do not show a medly of disparilies ag in the
cage of the G. I. . Thig wag presumably due to the greater powers
of regulation in respect of port traffic possesced by the Government
over the B. B. & . L. under their coniract’. The fact, however,
remaing that ithe B. B. & I. C. rate schedulecs show a minimum of
disparilies, as will be evident from the ratey prevailing in 1914
and 1919 sabmitted bhelow :—

Rates per Waund to Bombay

Dislanee "Station from 1074 1919
a. I 440 P,
246 Tarcda n g
202 Proach 4 3
308 Ahmedabad G 2
408 tutlam G 9
466 Ujjain 7 2 .
773 Muttra Junction "3
779 Agra IFort 8 1 8 7
848 Pelhi Sadar 7 2 8 11
773 Muétra Cantonment 7 8 8 7
759 Ilathras City 7 4 8§ 9
906 Furukluabad 9 1 9 7
992 Cawnpore 8 3 0 7

1. Dwelling on the powers Mr, Ghose 1emirks : “In the case of Karachi, a
epecial provision bas been made in the B, B, & C. 1. It Centract that the
Railway Board may at any time require the . B. & C. 1. R,, to qucte
over that railway system such vates in respeet of the conveyance of
pasaengers and goods to and from both the ports of Dombay and
Karachi ss to secure the carriage of trade to and from such ports on
equal terms, and it ig further provided that the Railway Board may
require the quotation of a rate from stations of consignment to
destination whether the route is enlirely over the urndertsking, or
whether the route is only partly over the undertaking, The B. B. &
C. L. R., have also in respect of truflic originating on their metre gauge
gystem, to guote the same rate to Karachi via the J. B, R. and tle
N. W. IR, and to accept mileage division of rates and are not allowed to
charge block rates to Karachi, bus this is the enly instanee where such a
position exists.,” Vide, “Monograph on Indian Railway Rates,” p. 221,
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Ag will be seen, the rates given alove are not completely free
from disparities !, hut this does not refute the claim of relative
evennosd,  Boafora, however, the disparities are didcussed it is
necegsary to note the more striking features, Special station-to-
station rates, quoted from rome cenires to DBombay in 1914,
were discontinued later. In place of these, schedule ratey are
now applicable. Thig i3 & very important change in the rates
policy which helps to discourage the export of wheat. Dub it
shonld be noted that the aforesaid stations are not important for their
despatches of wheat and have been referred to primorily to show
tiie change in policy. The policy of encouraging the export of raw
materials by quoting reduced rates, which wag the sine qua non of
railway policy in the pre-war period, hag been considerably modified.
Ad will be geen from the foresoing table, reduced rates were quoted
everr froin the relatively nnimportant stations on the export of food
graing, seemingly under the belief that that the export traffic wag
more profitable, but the experience hag taught the truth of the
matter and the policy has been changed accordingly.

Another important feature of the rates policy which emerges
from the foregoing table is the internal compelition of the railways,
which prevailed then and lzd to marked reductiond in rateg from
the compelitive points. The port compelition had become more
intense. Thug, it may be noted that while from Cawnpore to
Bombay, for 992 1miles, they charged Rs. 0-8-3 per maund, from
Ujjain to Bombay, for 460 miles, the frcight came to Rs. 0-7-2,
This wag obviously due to competition from the K. I. R.to Calcutia
port. Again, from Delli, for 543 mileg, the freight was only
R, 0~7~2 per toaund, beeause of the competition of both Karachi and
Caleutta ports. After the publication of the Acworth Commitiee
Report, which brought these most glaring drawbacks of the ruteg
poliey into light, competition was regulated and improvementy are
being made graduzlly to suit the reguirements of the carjers as
well ag the public,

CURRENT RATES TO INTERNAL CENTRES

We ghall now briefly review the freight charged on the internal
traffic. In thig cage, however, pre-war rates are not available and
therefore we shall deal only with the current rates. Ahmedabad,

1. The rate from Broach for a shotter distance is higher than that from
Baroda,
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Baroda and Ajmer are the three most important wheat milling ag
waell ag consuming cenires on the B. B. & C. 1. R., and their wheat
supply ig drawn from the Puanjab and the C. ., although there
are other areag ag well which send wheat in gome quantities.
Besides, these centres-will best illustrate the characteristic features
of the rateg policy ag affecting the internal traflic. The table given
below shows the rates charged from the more important wheat
producing-districts in the Punjah.

Station from Armedabad To Ajmer
Miles  Rute Baroda Miles” Rate
Miles  Rate

Rs. a. p. Rs. a. p Ra a. p.
Jullunder Cantt. 4L 01 2 0 803 1 2 8 436 0 13 3
Gurdaspur 846 1 310 409 1 45 542 0 14 11
Gojra 908 1 5 0 971 1 5 7 604 0 1510
Lyallpur 878 1 4 2 941 1 59 574 0 15 6
Sargodba 921 1 5 3 98t 1 510 G617 0 15 10
Jaranwalla 855 1 3 8 g[8 1 4 1 5L 0 15 3
Ferozpur 731 1 0 4 794 1L o1 427 0 12 3

These roles are on through trafiic passing over two railways,
the N. W. R. and the B.B. & C. I.R. Asadverted to above, telescopic
schedule rates are quoted on wheat traffic on both the N. W. and
the B. B. & C. I. Railways, but the internal {raflic does not get the
benefit of these telescopic schedule rates to the full extent, because
in calenlating telescopic rates the total distance traversed is not
taken into consideration, but caleulations are based on the distance
traversed on ecach railway separately. In through rating, Indian
railways treat themselves ag separate entities both for internal and
external traffic. But internal traffic suffers more than the external,
because the ports are asg a rule linked direetly with internal centres,
and the exporter has the advantage of shipping the traffic from the
nearest port.  Further, the exporter gels the advantage of port
competition from the competitive cenires. Therefore, in the case
of export traflic, the disadvantage even where it exists is neutralised,
but the internal traffic has to bear it in full. Let us take up
concrote instances from the foregoing table. The consignment des-
patched from Jullunder Cantonment to Ahmedabad travelsup to
Hissar on the N. W. R., a distance of about 164 miles, and there-
after the B. B, & C. I. carries it to its destination over a distance of
about 577 miles. In ealeulating the rates, the N. W, R, charges
Re. 0~4-10 on the basis of C/B schednle, which is applicable when
the consignment travels for distances less than 233 miles. Thus,

R 35
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even though the total distance traversed by the congignment is
741 miles, it does not get the benefit of telescopic schedule rates on
the total distance. The same ig the case with other centres. The
de facto incidence of rates on the movement of internal traffic is
therefore higher than the telescopic rates,

Rates from the C. P. wheat producing centres work out
as follows :—

Station from To
Barods Godhrg Ahmedabad Nadiad
Rate Rate Rete Rate
Amraoti 013 4 014 7 016 0 014 38
Akola 0 11 10 013 1 013 6 012 9
Nagpur 1 0 2 11 8 1 110 111
Khandwa 010 1 0 9 ¢ 010 19 010 4

These rates are similar to those discussed in the preceding
paragraph, excepting that the traffic originates on the G. I. P.
instead of the N. W. R. In this cage algo the through traffic does
not get the benefit of telescopie rates on the total distance traversed,
This finishes our study of railway rates on wheat.

FLour MILLING INDUSTRY

GENERAL OUTLOOK

In what has been said above, the attenlion was concentrated
on the discussion of the production and marketing of wheat, and
the part played Dy rallway rates in facilitating its distribution. It
wad noted in the course of the study tbat an apyreciable part of
the total wheat sapply put on the market is consumed by the
flour mills. It may be stated that in general thege mills are
distributed throughout the country ; but they are better centralised
at the port towns, and a few other more important consuming and
digtributing cenires. The flour milling industry is an important
and an indispensable part of the quasi-agricultural industries in all
advanced conntries ; especially in wheat growing countries it forms
an inseparable adjunct of the wheat trade. Doubtless, with the
rapid advance in the technique of production and the tendency
towards greater diffusion of the different processes, with a view to
get better efficiency and lower costs, the production of wheat
and its milling have become more specialised, with the consequence
that certain countries take only to the one or the other. The flour
milling industry of the United Kingdom aptly illusirates this
economic tendency.
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TARIFF PROTECTION

But in this connection i should not be overlooked that there
i an esgential difference in the technique of the two processes;
while the production of wheat is concerned primarily with the
agricultural technique, the milling industry is purely an industrial
process. Due in no small measure to this essential difference in
the technigque, and the modern tendency of preparing the raw
materials into finished products within the four corners of a
country, ag a regult of the growing spirit of nationalism and the
gugpieion of the States inter ge, there is a move on the part of the
wheat growing countries to foster their milling industry with the
aid of tariff Dbarriers. The result iz that the wheat growing
countries wanting to sell their exportable surplus of wheat to
other countries, advocate {ree trade in wheat, but at the same time,
impose high duties on the imports of flour into their borders. 1t
should alge be noted that they export only that portion of the total
output of wheat, which is not utilised within the country and is thus
an economic surplus. As a result of this change in modern commer-
cial policy, the tendency towards the increased diffusion of several
procegses of production ig being limited in scope. There have
been several other factors also operating in the same dirvection, of
which the present industrial depression in general and the agricul-
tural depression in particalar are more prominent. Needless to
gay that the flour milling industry hag acquired increased
importance and concerted attempts are being made to develop it in
every State.

INDIAN FLOUR MILLING INDUSTRY

India, being one of the most important wheat growing
countries of the world, has not been immune fromn these formidable
world economic forces which have been moulding the agriculiural
and commercial policy of nations, though the policy of the Govern-
ment of India hag not come up to the expectations of the people.
While the ugeful work dene by the various Provineial Departments
of Agriculture and at the Pusa Institute, now shifted to Delhi, aided
with the vast irrigation schemes, has doubtless rendered very
useful servicea to the Indian agriculture in general and the pro-
duction of wheat in particular, and have turned vast tracts of
uncultivable land or those on which lesg valuable crops were
cultivated into fertile wheat fields, less susceptible to famine and
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draught, the flour milling industry has Deep totally neglected.
In fact it has often been asserted that the production of commercial
crops, like wheat and cotton, received early attention of the
Government, because the industries in the United Kingdom were
in need of these raw materials, The question of exports of Indian
wheat to the United Kingdom wag extensively investigated by
Mr. Wilson, the first Indian Finance Member, with special reference
to transport and the text of the Memorandum gubmitied by
him strikingly reveals the intentions of the Government of India.
Notwithstanding the indifference of the State, the flour mill
indugtry in India holds a recognised place. The railway rates
which the more important flour mill centres have to pay on their
supplies have already been studied, and therefore to make the study
complete it is proposed to have a brief review of the rates charged
on flotir from the more important centres to consuming markets,

RAILWAY RATES ANALYSED

In the Indian Railways General Classification of Goods, flour,
which includes attah, gram flour, maida, soojee, ete., is classified as
second clags at railway risk, in contrast fo grains and pulses which
are classed ag first class at railway risk. Thus, railways seem to
have made a considerable difference between graing and flour in
respect of rates to be charged. In rate-making, differentiation
between graing and flour is doubtlegs essential, and helps in a
more equitable assignment of transport charges according
to the ability to Lear, which is higher in the case of flour. It
would, however, be idle to deny that the difference in value between
the two is not so great as te permit one being charged at first class
rate when the other is charged at second clags.® This however,
refera only to the general classificaiion, and therefore does not
indicate the incidence of the rates charged in actual practice. In
order to have a proper appreciation of the railway rates on the
movement of flour traffic, a review of rates charged from the more
important distributing centres to the consurning markets is essential,

SCHEDULE RATES

Schedule rates, lower than the second class retes, are quoted by

the more important railways. The N. W, R. quotes C/B schedule

1. Under the prerent classification of goods which contains ten classes, the
railways perhaps could not do anything Letter,
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rateg on flour at owner's risk, having a uniform basis of -333 pie per
maund per mile, irrespective of the length of the journey, a rate
similar to that charged on graing for distance of less than 233 miles
on the same line, The E. I. R. charges C/M schedule rate, at
owner's risk.! The 6.1 P.and the B. B, & C. L. charge C/B/C/J
schedule rate at owner’s rigk, referred to above,

The B. N. R. charges C/H schedule rate at owner’s risk, the

bagis of charge being as follows :(—
Dte per maund

per mile

1 to 300 miles 0380

plus 301 to 700 , . 0-130
. Above 700 , 0+100

STATION-TO-STATION RATES.

These schedule rates are applicable on the flour traffic
en masge, DBut special station-to-station rates, lower than thege
gschedule rates, are quoted from and to certain stations. A
preliminary survey of these rates is therefore, a necessary prelude
to the delailed discussion of the schedule rates. The N. W. R.
containg the undermentioned special rates to Karachi,®

Rate per Rate per
Stations Maund Stations maund

& P B P
Agra Fort Delhi Lahori Gate
Via Agra Fast Bank 10 7  Via Delhi Serai Rohilla } n7
Via Idgah J Hathras City 10 9
Cawnpore 12 4
Via Cawnpore 12 4

The most striking feature of the above rates is that they are
quoted from the competitive pointd. No doubt the towns referred
to are important centres of flour milling industry, and as such
the reduced rates facilitate the movement of traffic to the ports,

*Plua o transhipment charge of two pies per maund, when traffio is booked
from'G. L P, R. staticns and via.

1. For the basis of charge refer to the rates on wheat adverted to above.
On wagon loads, however, still lower rates are charged. (/B echedule
rate is quoted, at 0. R. for distances lesa than 233 miles, and for longer
distances CjK schedule, at O. R,

2. ghaae rates are applicable on wagon loads: C/300-B. @., C/200 M. G.,
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but the clear absence of other important centres, like Amritsar,
Ambala, Ferozepur, Lahore, Lyallpur, Multan, ete., is disappoint-
ing and brings to relief the characteristic feature of the working
of Indian railway policy, which hag been frequently noted during
the eourse of this stundy. The railways would argue that reduced
rates are quoted because of the alternative route available to thig
traffic due to port competition. It i3 needless to reiterate that
port competition imposes a great deal of hardship upon the
industries located at the non-competitive points, and facilitates at
the same time, the export and import traffic, not unoften to the
detriment of the internal trade. It is not our intention to protest
against the foregoing reduced rates, because they are in fack
essential for the development of Indian flour milling industry,
but it should be emphasised that similar facilities should be
exterided to other milling centres referred to above.

Station-to-station rateg are also quoted for internal traffic
from some centres. We give below a few rates quoted on traffic
via Ghaziabad :(—

Rateger N W.R. E.L R

From To Maund
a8 P a8 p & e
Ambala City Cawnpore 8 11 39 5 2
»” " Aligarh 6 5 3 2 6
Ferozepur Cawnpore 12 9 71 5 8

These rates are indeed very useful for the movement of
internal traffic, and therefore the necessity for the extension of
similar rates on a more liberal scale is urged in the interest of
trade and industries. Recently some changes have been made.
Hiation-to-station rateg are now available from Patiala and Amritsar
to Cawnpore, but the rate from Ambala City to Cawnpore hag
been raised from Re. 0-8-11 to Rs. 0-9~9 per maund.

Station-to-station rates are also available on the G. I. P, from
a few more important centres. During and before 1932, reduced
rates were guoted from Bombay to more important stations
like, Madras, Bangalore, Mysore, Cawnpore, Agra, Bezwada, and
Nagpur, but they have been discontinued gince then., Now
station-to-station rates are available from more important centres
like Allahabad, Cawnpore, New Delhi, Agra, to Bombay and other
more important consuming markets. This is & very desirable
change in the rates policy.
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On the B. B. & C. 1., as noted above, station-to-station rates
are guoted to Karachi in conjunction with the N, W.R. Similar
facilities are given for traflic to Bombay a8 will be seen from the
rates given below :—

Rates per Maund to Bombay*

Station, Rute. Stution Rate.
& & P

Agra 11 7 Bhatinda 14 3
New Dellid 117 Via Bhatinda 14 ©
Hathras City 10 9 Goviana 14 4
Cawnpore 12 1 Kotkapura 14 6
Raman 14 8 Muktsar 14 11

Recently the rates from Agra, New Delhi, Hathras city and
Cawnpore have been raised. The freight from Agra has been raised
from Re. 0~11-1 to Re. 0-14-0 per maund. The rate from New
Delhi has been raised from Re. 0-11-7 to Re. 0-12-4. Similarly,
rates from Hathras and Cawnpore have been raiged to Re. 0-13-8
and Re. 0-14-4 respectively.

ECHEDULE RATES ON FLOUR ANALYSED

This brings us to the gtudy of schedule rates. The Flour
Milling Industry being centred mainly at the port towns, it is
propoged to review mainly the schedule rates as guoted on the
traffic from the ports, though the traffic from other important
centres will not be ignored. The schedule rates applicable for
traffic in flour from Karachi to upcountry consuming markets are
the same ag those on wheat, the difference being only as to the
conditions of earriage, for whereas the wheat iraffic is allowed the
C/B and C/K schedule rates at railway risk, lour is permitied the
same at owner's risk, on wagon loads. Therefore, to avoid
repetition we shall pags on to rates on internal traffic.  Rates from
some important centres work out ag follows :—

The Current Rales for Flour®

Station from To Ludhiana To Sialkot To Raualpindi
& p 8. 8
Ambala Cantonment 27 71 8 7
Patiala 2 7 71 8 6
Lysllpur 6 3 311 ¢ 6
Shahadara 310 210 5 4
Bhatinda 3 3 6 1 79

1. Rates are applicable only on load wagons,
2, These rates arc on wagon loads :  O. R. /340,
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These rates when compared with the pre-war rates show the
extent of increase that has taken place. The incidence hag doubt.
less increaged considerably, especially on the traffic which passes
over more than one line. Of course the rates that we have collected
are for the local {raffic only, but from the higher incidence of rates
per maund per mile, which the traffic for lower distance has to
bear, we can safely draw the conclusion as stated above. The
pre-war rates were as follows :—

Rates per Maund (in force in 1913)

Station from To Ludhiona  To Sialkot To Rawlpindi
Rs. a. p. Rs. a p. Rs, a. p.
Ambala Cantonment 01 5 0 4 3 ¢ 5 7
Patiala 01 5 0 4 3 057
Lyallpur 0 3 8 02 4 ¢ 310
Shahadara 0 2 3 01 8 0 3 2
Bhatinda 0 111 03 7 05 2

HIGHER LEVEL OF RATES

On a comparative review of the two foregoing statements of
rates, emerge some very uselul and interesling conclusions about
the rates policy. The rates have been increagsed considerably.
For instance, the rate from Bhatinda to Sialket hag been raised {rom
a8 3-7 to as. 6-1; the rate from Lyallapur to Rawalpindi is raised
frem as. 3-10 to as. 6-6. It will be seen that other rates have zlso
recorded o similar increase, the precise percentage varying with
the digtance traversed. Rates have been nearly doubled, except
for longer distances. These rates may have had enough justification
in 1919, or 1921, when the prices had raisen to the peak® levelg, but
at present these rates place a very heavy tax upon the people,
and further reduce the purchaging power of the agrienltural
population which has already fallen substantially. Doubtless,
the import duty on wheat has come as a substantial relief to the
agriculturists, but the reduction of railway rates on wheat and flour
would further help to relieve the digtress.

It has been remarked, and not without justification, that after the
cloge of the war, Indian railways were permitted to raise their rates
much above the level warranted by the situation, with the result
that railways, like the industries receiving more than necessary

1. Vide, the Evidence of C. A. H. Townsend, Director of Agriculfure,
Punjab, Fiscal Com.; Evidence Vol I, P. 90,
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fiscal protection, have become less officient, and their working
expenses have risen steadily, even though prices have been falling.
The raising of rates has had an undesirable protective effect so that
to-day the railways are unwilling to lower their rates and strongly
resist any claim made out for their reduction. This fanlty measure,
initiated with feverish haste, when rehabilitation had become a
mania with the belligerent countries, of whom India was one, has
plunged the entire railway system of the country into the whirl-
pool of inefficiency, of which riging working expeuses and falling
revenue receipts are the symptoms. At the initial stages, these
higher rates did in fact temporarily swell up the receipts, ag they
gynchronised with the rise in prices, but the curtain of delusion
wag goon lifted. With a turn in the business activity, the burden
of railway rates wag felt, and ag the industrial depression gathered
gtrength, the complainty {rom the trade and industries became
more frequent. But the railways stuek to the old rates, with the
regult traffic dwindled and with it the reeceipts, This is the
vicious ecircle which makes the task of re-orpanising our railway
policy at once esgential and more difficult.

The foregoing review of schedule rates on the N. W, R. gives
ug an adequate idea of the incidence of railway rates charged and
the extent of increase effected gince the war.  Similarly, the other
railways have also raised their rates and are reluectant to reduce
them wnow, 8o ag to suit the present level of prices, partly because
their working expenses, instcad of falling, have maintained an
upward trend. Thig affects adversely alike the cultivator and the
miller, more so because in other countrieg the technique of pro-
duction hag been revolutionised, and the cost of transport consider-
ably lowered. Therefore, the necessity of reduction in rates
cannct be too gtrongly emphasised.

We may conclude that the necessity of reducing the rates on
the transport of wheat and wheat-flour is very great. The problem
needs to be tackled immediately but not from the viewpoint of
port traffic alone. TPort traffic is no doubt important, since port
towns are by far the largest consumers of wheat, but the internal
traffic is equally important, and therefore the railway rates policy
ghould be so0 regulated adg to develop hoth kinds of traffic, and
not one at the expense of the other, ag the railways have been
prone to do.

R 88
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CONCLUSIONS

(i) 'The current railway rates on wheat in comparigon with
those of the pre-war year are considerably higher, and the differ-
ence becomes still more glaring, when the relative level of prices
is taken into consideration,

(ii) The internal traffic has to bear a still higher freight,
because in calculating telescopic schedule rates on through traffic
railways do not take into account the total distance traversed by the
consignment ; the distance traversed on different railways is taken
separately.

(iii) Facilities for flour traffic are insufficient. Station-to-
station rateg should be quoted on wheat from the more important
wheat producing areas to the flour mills and on flour to the more
important consuming markets.

(iv) The aim of railway rates policy should be to provide
more efficient and economic transport facilities for internal as well
as port traffic: and both must receive an equal treatment at the
hands of railway adminigtrations.



CHAPTER VIII
PAPER
THE IMPORTANCE AND SCOPE OF THE STUDY

In this chapter we shall study the organisation of paper
industry in India with special reference to railroad transport. We
ghall divide thig study into two parts. The first part will contain
a review of conditions before the grant of protection, and in the
gecond part the present condition of the industry will be analysed.
The study of railway rateg ag affecting the development of paper
industry in this country is instructive becanse railway rates play an
important part alike in production and marketing. Raw materials
like rags and grasy are collected from distant centres with the
result that the cost of transport forms a substantial part of the
total cost. Again, the paper mills being largely localised in Bengal,
railroad trangport plays a prominent part in marketing the finished
product. In view of these peculiar featureg of the industry, it
would be no exaggeration to say that railway freight charges
regulate the competitive capacity of the mills, It ig significant to
note that the demand for paper in India iz more varied and larger
than the productive capacity of the local mills, necessitating
heavy imports of foreign paper. These foreign importe moving
from porig to distant consuming markets have, likewige, to pay
substantial railway freight, The aggregate railway freight thus
peid by the loecal mills raises their cost of production and any
economy in this direction would be welcome to the parties con-
cerned. The internal competition of local mills has further helped
to raige the incidence of railway freights, To this must be added
the eompetition of imported paper moving from the nearest port to
the consuming centres. This is not all. The local millg compete
inter se in acquiring their supplies of raw materials, particularly
for articles like grass and rags, and in doing so pay higher railway
freight,

The importance of a flourishing paper industry in the life of a
neiion need hardly be stressed. 'The necessity of a well-organised
paper industry is atill greater in the case of a relatively backward
country like India which ig passing through a period of transition.
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Be it noted that in every civilised couniry paper ig an article of
regular consumption and a necessity of life. It would not be far
from truth to say that in modern times the consumption of paper
in a country, satisfying the varying needs of the gociety, indicates
the extent and growth of civilisation. Taking this ag the criterion,
we find that India lags far behind other countries, her consumption
of paper being only half a pound per head of population per year,
whereas in even the most backward countries of Europe the
consumption is ten pounds per head. Rightly has Mr. Gladstone
remarked that the consumption of paper ig the measure of a
people’s eulture. It is clear, thercfore, that the Indjan paper
industry has a bright future, if efficiently organised and properly
conducted. With the spread of education the demand for paper is
bound to increase, and in the steady growth of the reading and
Writin{; public in India, we may trace a reasonable assurance
for the development of Indian paper industry.

THE STRUCTURE OF INDIAN PAPER INDUSTRY BEFORE 1925
THE TITAGHUR PAPER MILLS

The Titaghur Paper Mills Company wag floated in 1882, and
commenced manufacture of paper wilth three machines in 1884,
The Kankinara Paper Mill, started by the Imperial TPaper Millg
Company about the year 1894, was taken over by the Titaghur
Paper Mills Company in 1903. Sinee then both the millg, one at
Titaghur and the other at Kankinara, on the E, B, R., are worked
by the game Company. By 1915, the capacity of the mills had
increaged to about 17 to 18 thousand tons of pulp, for internal
consumption, and about 20 thousand tons of paper every year.
The paper manufactured by the mills is of diflerent varieties!, and
the total output hag fluctuated from year to year, except during the
war, when it steadily rose from aboui 17 thougand tons to about
23 thousand tons.?

The industry {far from making any progress has barely
maintained itself. This unfavourable position of the indusiry

1. The approximate percentage ia: white printinge 50 per cent ; writings
20 per cent ; and Brown Badamis and News about 30 per cent,
These are, however, only general figures and hence subject to alteration
according o the demand of the market.

Vide T. B. Report on Paper Industry, Evidence Vol, I, p. 241,

2, Ibid, p. 241
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is due to the abnormal conditions created by the War and ihe slump
that followed thereafter. The output of paper increased during the
War, due to the exclusion of foreign competition and the protection
afforded thereby, but received a wvery serious setback just after
the protective influence of the war had disappeared. The gudden
fall in the output from 23 thousand tons to 19 thousand is due to
the competition of the imported paper, which began to pour in after
the treaty of Vergailles was signed. The competition goon became
more serious and the output further declined to 15,750 tons in
1921-22. Needless to say, therefore, that foreign competition
operated to the detriment of the Indian paper mills.

Foreign competition became serious in the Indian market,
partly becanse certain varieties of paper were not manufactured at
all, capecially the very superior and inferior. varieties; and of the
varieties of paper manufactured by the mills, primarily of medium
quality, the prices were relatively higher ag compared with those of
the imported paper. Specialisation is a very important factor in
reducing the cost of manufacture, but the Indian mills have not
been able to realise it.t

The primary raw materials which the Titaghur Mills use are
sabal grass, imported wood pulp, rags, and waste paper. When
worked to the full capacity, the mills would consume about 30,000
tong of sabai grass annunally, about 6,000 tons of imported wood
pulp and 4,000 tons of rags and waste paper, the precige ratio of
each varying with the quality or the grade of paper manufactured.
Of the primary raw materials used by the mills, sabai grass has
been the most important indigenouns raw material, and the supplies
are drawn from b'lhebfrun}, Rewa, Nepal and U. P. in the propor-

1. “We are unable to mauufacture a large variety in order to meet com-
petition offered by the importers, and owing to there being insufficient
number of mills in the country to admit of specialisntion in qualities
and inter-dealing on British eystem while as a whole catering for
all kinds in demand.  Specialisation tends to reduce cost of mavnufacture,
snd this will, no doubt, be naturally evolved if the industry be
encouraged. The Indian manufacturer is certainly at a disadvantage
while conditions compel individual milis to manufacture so many
different kinds and the remedy can only come with the expansion of
the industry. Also the Government Departments require large number
of the different kinds.”” Tariff Board Report on Paper Industry, Vo. I,
pp. 241-42.
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regular consumption and a necessity of life. It would not be far
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writiné public in India, we may trace a reasonable assurance
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THE STRUCTURE OF INDIAN PATER INDUSTRY BEFCORE 1925
THE TITAGHUR PAPER MILLS

The Titaghur Paper Mills Company was floated in 1882, and
commenced manufacture of paper with three machines in 1884.
The Kankinara Paper Mill, started by the Imperial Paper Mills
Company about the year 1894, was taken over by the Titaghur
Paper Mills Company in 1903, Since then beoth the mills, one at
Titaghur and the other at Kankinara, on the K. B. R., are worked
by the same Company. By 1915, the capacity of the mills had
increascd to about 17 to 18 thousand tong of pulp, for internal
consumption, and about 20 thousand tons of paper every year.
The paper manufactured by the millg is of different varieties!, and
the total output has fluctuated {from year to year, except during the
war, when it steadily rose from about 17 thougand tong to about
23 thousand tons.”

The industry far from making any progress has barely
maintained itgelf, This unfavourable position of the indusiry

1. The approximate percentage is : white printings 50 per cent ; writings
20 per cent ; sand Prown Badamis and News about 30 per cent.
These are, however, only general figures and hence subject to alteration
according to the demand of the market.

Vide T, B, Report on Paper Industry, Evidence Vol, I, p. 241,

g, Ibid, p. 241,
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ig due to the abnormal conditions created by the War and the slump
that followed thereafter. The output of paper increaged during the
War, due to the exclusion of foreign competition and the protection
afforded thereby, but received a very sgerious setback just after
the protective influence of the war had disappeared. The sudden
fall in the output from 23 thousand tons to 19 thousand is due to
the competition of the imported paper, which began to pour in afier
the treaty of Versailles was signed. The competition soon became
more serioug and the output further declined to 15,750 tons in
192122, Needless to say, therefore, that foreign competition
operated to the detriment of the Indian paper mills.

Foreign competition hecame sgerious in the Indian market,
partly because certain varieties of paper were not manunfactured at
all, especially the very superior and inferior varieties; and of the
varieties of paper manufactured by the millg, primarily of medium
quality, the prices were relatively higher a8 compared with those of
the imported paper. Specialisation is a very important factor in
reducing the cost of manufacture, hut the Indian mills have not
been able to realise it.

The primary raw materials which the Titaghur Mills use are
pabal grasg, imported wood pulp, rags, and waste paper. When
worked to the full capacity, the milly weuld consume about 30,000
tong of sabai grass annually, about 6,000 tons of imported wood
pulp and 4,000 tons of rags and waste paper, the precise ratio of
each varying with the quality or the grade of paper manufactured,
Of the primary raw materials uged by the mills, sabal grass hag
been the mosé important indigenous raw material, and the supplies
are drawn from Sahebgunj, Rewa, Nepal and U. P. in the propor-

1. “*We are unable to manufacture a large variety in order to meet com.
petition offered by the importers, and owing to there being insufficient
number of mills in the country to admit of specialisation in qualities
and inter-dealing onm Dritish system while as & whole catering for
all kinds in demand. Specialisation tends to reduce cost of manufacture,
and this will, no doubt, e naturally evolved if the industry be
encouraged. The Indian manufacturer is certainly at a disadvantage
while conditions compel individual mills to manufacture so many
different kinds and the remedy can only come with the expansion of
the industry. Also the Government Departments require large number
of the different kinds.” Tariff Board Report on Paper Industry, Ve, I,
pp. 241-42,
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tions given below?:—

Avren Approzimate Supply Field Area  Mileage to Mslls
(Lacs of Maunds)  (Miles)
Western Circle 2 20 400
Nepal 3 30 55O
Sahebgunj 4 18 212

The supplies of grass are cut and collected under contract, and
transported from the fields to the factory with the heip of camels
and bullock carts. The freight by road from field to the des-
patching station is Rs. 15-4~0 per ton, and from the despatching
station to the mill on rail the freight comes to about Ra. 13-8-0 per
ton.® Besides, a fixed amount of royalty has to be paid irrespective
of the gquantity of grass raised from the Western and Kastern
Circles and Nepal.® The royalty of the Sahebgunj area is paid by
the contractor who works the fields and supplies grass to the
.mills. In view of the reduced consumption of grass, the royalty
which was a fixed amount, formed a very substantial part of the
total costs incurred by the mills*, but with the working of the
mills to full capacity the incidence of royalty was expected to be
reduced considerably®. Of the other primary raw materials, rags
and waste paper were collecied from the important centres within
the country and the wood pulp was imported.

The aoxiliary raw materials uged by the mills and their
approximate annual consumption wag ag under ® :—

Muterials Quuntity Muterials Quantity
cwla, : cwis.
Acid 1,032 China Clay 53,994
Alkali 65,285 Lime 96,334
Alum 27,425 Salt 37,590
Rosin 8,211 Dyes 452

1. Ibid, p. 243.
8. Ihid, p. 243,
3. The royalty is paid on the following scale :—
Rupees per annum

Western Circle 1,77,6C0  Govt. royalty and Salami
Nepal 80,000 Nepal Durbar
Eastern Circle 10,261 To Govercment

Thid, p. 248.

4. For the season 192223, the incidence of royalty was :—
Western Clircle 2,463 tons (4 full-working) Rs 63-15. per ton.
Nepal 4,265 tor s ($ full-working) Re 20-7-6. per ton.
Sahebgunj 7,637 tons (3 full-working) Rs. 3-6-0, per ton.

6. The incidence with full capacity :—
Western Circle Ra 14-3-1 ; (per ton). Nepal Ra. 8-0-0. per ton,

6. Ibid. p. 246.
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Most of these materials were algo purchased locally.!

Coal of different grades was purchased from the Bihar and
Origga coal-fields, the actual price charged varying from Rs. 10
to Rg. 14 per ton, according to gquality f. o.r. mills. In thig case
the railway freight was about Rs. 4 per ton.

THE BEXGAL PAPER MILL COMPANY

The Bengal Paper Mill Company’s faclory, situated at Ranigunj,
started working in 1891, and manufaclures paper of different
varieties : Printing, Writings, Blottings, Unbleached and coloured,
Badamis, Browns?®, ete., and the aggregate annual output varied
from about 5,280 tons in 1209 to about 6,565 tong in 1923, In
other words, the ouiput of the mill has been fairly steady,
notwithstanding the abnormal conditions created by the Great War,
which affected the output of the Titaghur Mills appreciably. The
mills have felt the necessity of specialisation in production, but,
have not been able to put it into force due to the nature of the
demand®,

The primary raw materials used by the millg are grasg, jute,
ragd, hemp, wagte paper and imported pulp.®* Of these raw

1. Ibid. p. 247.
2. The average proportion of the different varieties was as follows ;—

Per cent. Per cent,
Printing 34-77 Writings 3+81
Unbleached 27.06 Blottinga 0+20
Badamis 18+ 38 Antigues 0-19
Browna 10+486 Colours 0-17
Azures 4-96

Vide Evidence Vol. L. p. 114.

3, Cf. *In order to meet the requirements of varicus users, particularly
Government, it is necessary to make above classes of paper, although
it is highly desirable to make as few kinds aa possible. The objection
to severs] varielies is increased cost of production and decreased cutturn,
Although from import returns figures indicate the possibility of
mills restricting their varieties of paper, in practice, it is found that
all big paper dealers in indigenous papers require various kinds.”

Ibid, p. 114,
4. The average quantity of the various raw materials used by the mills
has heen as follows i
Grass . 6,600 Tona.
Pulp ... - 2,500
Rags, Jute etc e 1,250
Waste Papers e LOBL
Yide Supra.
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materialg, grass and wood pulp are by far the most important and
constitute about 75 per cent. of the total supply of raw materials
required, So far as wood pulp ig concerned, railway rates are not
important, because it is imported from foreign countries, and rail
transport is necegsary only from Howrah to the gite of the millg, a
distance of about 123 miles. In the cage of other raw materialg
railway rates are more important, because they are collected from
more important centres within the country and carried by railways
over longer distances. Grass is collected from Chota Nagpuar and
the United Provinees. The Nagpur arvea ineludes Singbhum and
Porahat, Bonai, Gangpur, Nagra, and Kali-ITati, The actual quanti-
ties of grasg collected f{rom all the areag in a pre-war and a post-
war year are given in a table snbmitted below 0 a8 to show the
relative importance of different areag :—

1913-14 1522-23 1923-24

Maunds Maunda Maunds
Nagpur 99,286 99,400 81,670
Ramnagar not worked 82,637 50,165
Landsdowne 1 46,655 Nil
Sahebgunj 50,293 19,851 "
Nepalgunj 59,6580 29,277 '
Pirpainti 4,606 Nil i,
Bariarpur 9,300 " "

The auxiliary raw materiald are partly imported and partly
collected from the internal centres of production. Many of the
guxiliary raw materials are manufactured within the country, and
with the improvement in the efficiency of local factories the
demand of the millg will be met more fully from local materials,
Of thege articleg, dyes are likely to be imported for some time to
come in future, while the manufacture of other articles is being
increagingly improved. The supplies of coal are available in the
vieinity of the milly, and therefore railway freight is a negligible
item.

THE INDIAN PAPER PULP COMPANY

The mill iy situated on the bank of the river Hooghly at
Hazinagar near Nathati, on the Eastern Bengal Railway, about
30 miles from Calcutta. This {8 the first Indian Paper. Mill which
endeavoured to manufacture paper from bamboo,and succeeded
after spending very large amounts on experimental work for nearly

1. Ibid, p. 134,
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three years. The mill commenced working in April 1922, with a
capacity for 200 tons of paper per month, and jts output during
1923 and 1924 was 1793 and 2,435 tons respectively. The paper
tarned out is of different varieties: white printings and writings,
blotting, unbleached and toned printings (Superior Badami) antique
laids and antique woves, azur laid and coloured printings.®

Bamboo ig the primary raw material used by the millg, and
the gupplies are drawn mainly from the Chittagong Hill Tracts,
at a distance of about 470 miles. The bamboos are cut on the
contract bagig, and thereafter floated down in rafts to the Com-
pany’s crushing and bailing plant at Jaitpura, which is about 14
mileg upstream off Chiftagong on the Karanfuli River. After
crushing and bailing, the bales are transported by boats to the
Chittagong Jettics, whenece they {ollow the usual combined route
to the mill at Nathati, The distance covered by rafting is 119
miles, by boating and steamer 134 miles and by rail 217 miles,
The average cost per ton of hamboo delivered at the mills is Ra. 50,
which would be substantially reduced after the expansion of the
plant., The cost of regerve bamboo, it is added, varies according to
the guantity extracted which may increase or reduce overhead
charges. Moreover, the development of the reserve in order to
work up to the quantity required necessitates abnornal expenditure,
which would not give a fair idea for criticism or comparison.
Although there i3 a plenty of bamboo available, the organisation of
collection on a large scale can only be done at a great cost to the
pioneer,? It is clear, therefore, that the mills have to incur
relatively higher costs, because it is a pioneer in the field of paper
manufacture from bamboo, and that these costs do not convey to
us 2 fair idea of the cost in future.

1. The average proportion of each variety is given below ;—

Per cent.
White Printings 38-14
Writings ‘e 24-64
Blottinga . 1.92
Unbleached, ete. . 7e72
Antiques be27
Azure Laid e 0.28
Coloured 0.47
Badami, etc. 21. 48

Ibid, p. 4€8.
2, Ibid, pp. 469-70.

R. 37
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The chief auxiliary raw materials uged are Sulphur, Magnesia,
Bleaching Powder, Rosin, Alum, China Clay, Dyes, Wireg, 1st
Press Felts, Jacket Conch, Dryer Felts, and Stores. Some of these
materials are purchased in India while others are imported from
abroad. Magnesium bisulphate ig manufactured in the mill itself
from sulphur and magnesia. Railway freight on these articles to
the mills is not a substaniial item in the cost of production.® Coal
is brought by rail from ithe Bengal coalfields at a distance of
150 miles.

THE UPPER INDIA COUPER PATER MILL3

The Upper India Conper Paper Mills Company was registered
in 1879 ; the worky, situated in Lucknow on the left bank of the
river Gomti, commenced work in 1882. The different grades of
paper made are White Printings, Cream-Laids, Government Water-
-marked Paper, Azure Laid, Cream Wove, Badamis, Browns,
Unbleached Printings, Coloured Papers, Antiques, White Cartridge
and Manilla, ete.  Of the total production?, about 50 per cent are
Badamis and PBrown, about 30 per cent whites, and 20 per cent
miscellaneous.

The primary raw materials nsed by the mills are rags, hemp,
jute, sabai grassand wagte paper. According to the present rate of
ontpat the average annual consumption of dillerent raw materialg
ig sabai grass 1,125 tons, rags 1,110 tens ; hemp 637 tong, jute 555
tons, and waste paper about 210 tong. These primary raw materiala
are drawn from the United Provinces, the Punjab, Rajputana, the
Central Provinces, the Nepal Gunj Forests, the Kheri Forests, and
the Dehra Dun Forests, the distance to he traversed varying from
10 to 500 miles. Contractors are employed to collect the raw
materials, and they deliver them to the mills at Badshahnagar
Railway Station. The average cost per ton delivered at the mills
is given below® :—

Rate for 1913-1} Rate for 1923-24
Per ton Per ton
Ra & p. Ra a p.
Rags 3 8 7 7% 111
Patmal (Jute) 41 13 3 68 4 8
Hemp ¢4 0 0 899 0 4
Sabei Grass 31 2 8 "2 2 1
Waste Papers 15610 5 51 3 ¢

1. Ibid, p. 472.
2, Lbid, pp. 34-35.
3. Ibid. p. 36.
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The auxiliary raw materials are mostly imported from
England ; some of them like lime and rosin are purchased from
Katni, Marwara and Bhawli regpectively. Coal is imported from
Bengal ag well as from the Pench Valley in C. T, according to the
quality required. Freight on coal ig an important item hecause the
distance is great.

THE DECCAN PAPER MILLS

The Deccan Paper Mills Company was formed in 1885 and the
Mill, which is situated at Mundhwa adjeining the Hadapsar Railway
Station, about 5 miles from Poona, commenced manufacture by the
end of 1887, having a capacity of about 1,700 tons per year, The
Mill manufactures various kinds of paper such as ledge and azure
laid, superior and ordinary white writings, and printingsg, coloured
papers, badami printings, white and brown cartridge, and
wrappings, Of the total output the percentage of different grades
in the pre-war period was: azure laid, writing wove, and cream
Jaid 51 per cent; white printing 31 per cent; coloured printing 4
per cent ; white cartridge and badami 3 per cent; hrown 11 per cent.
Since 1914 the proportion hay been : azure laid and cream laid 15
per eent; white printing 34 per cent; badami printing 39 per cent;
coloured printing 2 per cent; brown 10 per cent. Thus, there has
been a remarkable change in the production of the different grades
of paper. The change iy obviously due to the nature of the demand
and the foreign competition. Badamis are seemingly more in
demand and therefore the output hag been raised from 3 per cent,
to 39 per cent. But the most important fact to be noted in this case
ig that the progress of the mill has not been steady and its aggregate
output has fluctuated considerably from year to year. The output
of the mills went on steadily increaging in the pre.war years, with
the exception of the year 1911-12, but since 1914.15 the manu-
facture received a serious sethack and has continually declined, so
much g0 that the mill ceaged to work in March 1924.%  After some
time the mill was re-opened and the manufacture commenced as
will be seen at a later stage. The Company reiterated the argument
advanced by the other paper miils that one of the serious disadvantages
under which they worked is the lack of specialisation in production

1. Vide, Report of the Tariff Board, 1925, p. 3.
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which raises the cost of paper turned out.* This is the standing
grievance of all the Indian paper mills, and can only be remedied
with the increase in the outpui of the individuval mills and the
establishment of new ones,

The primary raw materials used by the mills are rags, imported
pulp, gunny, hemp, old ropes and waste paper; the precise
proportion of each varies according to the total output and the
guality of the paper manufactured. Rags, after sorting, dusting
and cutting, yield on an average G0 per cent. of bleached paper.
On the average, therefore, one ton of rags produces about half a ton
of white paper. The collection of raw materials is entrusted to the
contractors. It may De noted that rags are collected from important
centreg in the Bombay Presidency, but a large share is contributed
by Bombay City proper. Of the auxiliary raw materials, Rosin,
French chalk and Ochres are purchased within the country, while
canstic, bleach, alumina sulphate, and China clay are imported
from abroad. Coal ig obtained from the Central Provinces and
Bengal. In the pre-war period only Bengal coal was used, and as
in 1%13-14 the pits mouth cost of coal wag about Rs, 6 per ton,
railway freight amounted to Rs. 11-1-0. Since the War both
C. P. and Bengal coal is used, the former costs about Rs. 13-0-0
per ton at pitsmouth, plug Re. 9.7-0 per ton as railway freight
and the latter costs Rs. 11-8-0 per ton pitsmouth, plug Rs, 16-13-0 as
railway rates,®

These are the most important paper mills which we need
digcuss here, because even though there are some other minor mills,
like those at Bombay and Rajahmundri, the general conclusions
will be equally applicable to them. Besides, the information

1. ¢f. “"We manufacture a larger variety of paper than a single
manufscturer in Western countries commeonly does because the
prevailing conditions do mnot lend themselves to the economic
manufacture of a standard grade of news printings, and the market for
the better grodes demands a large amount of specialisation.  In having
to make different grades and specialitics we are at a disadvantage in as-
much a8 the constant change— over from one quality to another entails a
certain loss of materials, restricta production, involves a large percentage
of ‘Broke and Retree’, and the product cannot be expected to come up
quite to the standard of those who have specialised in their own
particular line,”

T. B. Report on Paper Irdustry. Evidence Vol. I, p. 661,
2, Ibid. p. 665,
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available about the organisation of these minor mills is very
meagre.!

DETAILED ANALYSIS OF PRIMARY RAW MATERIALS
AND TRANSPORT COSTS

It 18 clear from the foregoing study that the Indian mills have
to carry their raw materials over long distances and that in most
cases railway trangport ig the only means of conveyance available.
We have pointed out at an earlier sgtage that the cost of railroad
transport ig higher than that of water transport, which imposes a
still more gerious burden on the Indian paper millg as compared
with their rivals in the Western countries. In view of these
two-fold difficulties, it is necessary to examine in detail the
position of the raw materials, with special reference to transport
costs.

The mill should be located within a reasonable distance of the
raw materials lest the cost of transport sheuld become uneconomic.
We propose to examine the location of the more important mills
and the sources of their raw materials in the light of thig criterion.
Let us gtart with the Titaghur Mills. Sabai grass, which is the most
important raw material, is drawn from the Western (ircle area and
Bahebgunj. The distance from the Western Circle area to the miils
ig about 900 miles and from Sahebgunj about 200 miles, which
clearly bringg out that the former area ig more costly, since the
railway freight i3 more than treble than that from the Sahebgunj
area- The variations in railway freight paid by the mills can be
geen from the statement given below? :—

Early Late®

Areas 1918-14 1920 1522 1924 1924

Western Circle ... Nil 081 01011 0911 0 81

Nepal w.. © 5100 0101 011 ¢ 010 7 0 8 B

Ramjeedas(BN.R. 0 2 ¢ 0 3 7 0 3 4 0 3 8 0 2 8
excluded)

It can hardly be doubted that the Western Circle areas are very
costly because railway freight is high, in view of the longer

1. Notwithstanding frequent enquiries from the Agents of these minor
mills we could get no information at all.

2. Vide, Ibid, p. 307.

3. In the beginning of the year 1924 rates were Ligher but they were
subsequently reduced,
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distance. The mill anthorities themselves have realised this fact
because they say that these areas “have proved expensive holdings
up to date, but with full working, we hope to get grass at economic
rateg. These areas will not be worked at their cheapest until a pulp
mill is erected near the grass fields® and the freight on the
raw materials saved®..” Thus, it was realised that the trangport
of grass from Western Circle areas was not commercially profit-
able, and as the mills, depended for their supplies of raw materials
on these areas no great expansion in the output would be possible
in future. These areas were acquired by the Company in 1920%,
and a royalty of about Re. 1,77,500 per year has to be paid for the
same. It seems that the Company acquired this area, because
during the War production had received a marked stimulug, and
therefore competition among the mille for Sabai grass, which was
the most important raw material known then, increased. Besides,
the price of imported pulp had risen considerably. The radius
wag therefore enlarged to have an adequate supply of raw mate-
rials agsured. The mills had increased their consumption of grass
from 17,283 tons in 1914 to 21,400 tons in 1923-24 and that of
wood pulp had actually declined from 6,952 tons to 3,964 tons
during the same period.* Sabai grass was being increasingly
utilised and therefore the miils had to get their supplies from
Western Circle areas. That was, however, an abnormal period.
The continuance of the same cost can have little justification
to-day, with the return to more stable economic conditions, and
much less g0 in future. Above all, it may be said that the milla
drawing the supplied of their raw materials from such distant areas

1. For manufseturing 10,000 tons of wood pulp about 24,000 tons of
grass is necessary as submitted by Sir W. Carey and would be collected
as follows t— :

Tons
Saharanpur Division . 13,000
Landsdowne Division 5,500
Kalagarh Division 3,500
Ramnagar Division e 2,000

, Total ... 24,000
Ibid, p. 333.
2. Ibid, p. 244.
3. Ibid, p. 330.
4, Ibid, p. 320,
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have no future, There are, however, other grass fields, besides the
Western Circle areas, which are nearer the mills, and the output
extracted from them is as follows:—

Maunds per year,

1. Sahebgunj e 450,000
2. Nepal e 460,000
3. Eastern Circle of Gonda and Bahraich ... 80,600
4. Ramnagar and Be!tiah Forest 70,000
5. Rewa e 35,000
6. Hazaribagh 15,000

Of the above forests, excepting Sshebgunj and Nepal, the
other areas had not been worked to their full capacity, because
the requirements of the mills did not permit further exploitation.
But one feelg that if the mills had in these fields potentialitieg
claimed by the contractor, they would net have gone in quest of
grags to a distance of 900 miles and paid heavy royalty. Rightly
Professor Kale remarked, “Taken by itself, the supply may be
unlimited, but as an economic proposition, supply means supply
at a particular price, so that, unless you are able to bring down
the cogst of raw material a great deal, you cannot say that the
supply of the raw material isunlimited”." In short, Sabai grass
can he economically utilised by the mills only to a limited extent
and that the future development of the industry cannct be based
on this raw material.

Sabai grass is likewise the most important raw material of
the Bengal Paper Mills Company, its aunual consumption being
6,500 tons, ad against about 2,500 tons of wood pulp, snd a similar
amount of rags, jute and waste paper. Ramnagar field, which
supplies a very substantial proportion of grass required by the
mills, is at a distance of about 700 miles and railway freight comes
to about Re. 13-13-1 per tom, as against Re. 9-0-0 per ton from
Nagpur fields®, It is indeed doubtful to say that an industry
which gets its raw materials from a distance of 700 miles on
railroads has any advantage and would in future be able to
develop. Besides, in this particular case, with the development
of different mills, the demand for Sabai grass would increase, and
a8 the supplies are not available nearer at hand, the radiug from

"1. 1Ibid, p. 387-.38.
2. Ibid, p. 134,
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which thig raw material would be drawn i8 also bound to expand.
The increase in demand, withont a pari passu increage in supply, is
gure to intensify the internal competition of the mills, and there-
by give rise to further complications. A similar situation, but on
a smaller scale, arose during the War, and the mills extended
their radius with the result that internal competition increased.
From what has been adveried to above, and from the evidence
tendered by Mr. Carr ou behslf of the Bengal Paper Mills Company,
it does not seem to be fully established that an adequate supply
of Sabai grass would be forthcoming at a reasonable price, if the
output of the milly ig increased. It is doubtful whether the cost of
this primary raw material would not go up, even if the manufac-
ture wag confined to its prezent limits. In short, the quantity of
Sabai grass that can be made commercially available ig restricted.

The Upper India Couper Mills use Sabaji grass and rags in
almost equal quantitieg in addition to jute, hemp and waste paper.
Rags and theraw materials other than Sabai grass are collected from
the more important towns like Cawnpore, Hathras, Muttra, Aligarh,
Delhi, Meerut, Ambala, Khurja, Muzaffarnagar, Bulandshahar,
Ferozabad, Ghaziabad, Benares, Allahabad, ete, These materials
are collected by the agents. Bul the supply of rags and hemp,
even though cheaper than grass, cannot be relied upon since the
gourced are seattered over a very wide area. Mr. Nabi-Ulla was
right in saying that the supply was precariong.r Therefore, the
future expansion of the mill cannot Le bagsed on rags and hemp
ag the primary raw materialg, although they will continue to
aid production,

Sabai grass is drawn from the Forests of Nepalgunj, Kheri,
and Dehra Dun. The Nepalgunj and Kheri Yorests are about
200 mileg fromn Lucknow, while the Sahebgunj Forests about 400
mileg. It will, therefore, be geen that the Nepalgunj and Kheri
Forestd are nearer and more profitable to work, In fact, the mills
for long drew their supplies only from the Nepalgunj forests, bub
the internal competition which grew up later drove them out of
that forest, and they had per force to fall back on the Kheri and
Dehru Dun Forests. We have already pointed out while studying
the organigation of the Bengal Mills and the sources of their raw
materials, that, with the increase in their output during the war

1. Ibid, p. 83,
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and the rige in the price of wood pulp, the mills extended their
radiug of supply, and went ag far ag Western Circle areasata
distance of 200 miles, and paid large sums as royalty to keep up
an adequate supply of raw materials assured to them. These
distant regions are proving uneconomic holdings to the Bengal
mills, Besides, as the mills are going on working further into
the fields, the cost of trangport is rising and has its obvious
reflex effects on the total cost. At the initial stages the mills got
the neceggary supply just at the bottom of the hill, but now they
have to go higher and higher and the cost of trangport ig therefore
rising. In ghort, the supply of grass and the railway freight
thereon does not augur well for the future of the mill ; it cannot
be a sound basis of future expansion. This is the condition of
mills using sabai pgrass ag the primmary raw material.

The Indian Paper Pulp Company, per contra, utilises bamboo
ag its primary raw material. It hag already heen pointed ount thab
the progress of thig mill iz Dbeing anxiously watched hecause
bamboo, according to the expert opinion on the subject, is a
more economic and reliable raw material for the manufacture of
paper. Therefore, it is interesting as well ag instructive to have an
analysis of bamboo supplies with sgpecial reference to transport
costs. It will be recalled that the Campany has a lease of a large
bamboo area in the Chittagong Hill Tracts, at a distance of about
470 miles from the site of the mill, from which it draws the
requigite tonnage of bamboo from year to year. The capacity of
the mill is 200 tons a month, or 2,400 tons a year, and taking
approximately 2} tons of bamhoo as requisite for one ton of
nnbleached pulp, we find that in all about 5,400 tonsg of bamboo
would Dbe required. As regards the cost per ton of hamboo
delivered at the mills, figures submitted by Mr. Muir, the Managing
Director, may be noted :—

The Cost per ton of Bamboo during 1925-241

Cutting 15 0 0

- Rafting to Jaitpura 2 8 0
Crushing and Despatch 9 0 0
Boating to Jetty 2 8 4
Landing Charges 2 4 0
Railway Freight to Naihbati ... 8 7 0
Siding Charge 01 9

Total ... 2% 13 1

1. Ibid, p. 499,
R. 38
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In addition to the foregoing, other expenses of about
Re. 15-11-0 are incorred?, so that the total costs amount to about
Re. 55-8-0 per ton.

THE COST OF SABAI GRASS AND BAMBOC COMPARED

The Tariff Board pointed out that the cost of sabai grass under
favourable circumstances might range from Re. 50 to Rs. 55 a ton,
and in unfavourable geasons wonld be higher. Paper manufactur-
ed from guch a cogtly raw material cannot compete with the
imported paper, because the better part of the Indian demand is
for cheap paper. Paper made from grass, therefore, starts the race
under an initial handicap and a very serious one.? As adverted
to above, this high cost of sabai grass is due to the internal com-
petition ; the mills were scrambling for grass, and the demand
had outrun the economic radius from which grass could be
collected. When an Indian paper maker, in order to assure
himself of adequate supplies of grass, has to resort to fields from
500 miles to 900 miles away from the factory, thereby adding
Rs. 25 a ton to the cost of paper on account of railway freight,
and still more in view of the intense internal competition, he is
willing to incur large expenge by way of royalty and rent which
adds another Ra. 25 a ton to the cost of paper, it eannot be gaid
that an adequate supply at economic price is available., In fact,
the paper mills in India which uge sabai grass are at a disadvantage
in competition with the imported paper. Thus, even though India
possesges supplied of sabai grass in plenty, they cannot be counted
as a natural advantage.  Ad Prof, Kalesays, “ It is not abundance in
general that ig of importance, it is abundance in a given place and
in relation to other factors that counts.”®

The ntiligation of bamboo as a raw material for the manu-
facture of paper in India augurs well for the future of the
industry. In fact, if it were not for the digcovery of bamboo as
a material for paper making, the Indian paper industry would have
been relegated to an insignificant position, Thanks to the labours
of Megsrg. Sindall and Raitt, Indian has become a pioneer in a most
important branch of paper making. Though, paper made from

1, Vide, Tariff Board Report, Para 56,
2. 1Ibid, Para 102.
3. Vide, * Economics of Protection in India,” P. 66,
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bamboo is not so strong as that made from sabai grass, still it iy as
strong as,and possibly stronger than the paper made from wood
pulp.! There is another consideration in favour of bamboo as
against wood or grass. Bamboo has an advantage over wood in
the fact that the growth of trees is slow, and therefore there is no
assurance of continuoug supply, whereas bamboo can be reproduced
almost every year. Bamboo has superiority over grass in the fact
that it ia very difficult to separate imporities from grass, which might
creep into the finished paper, whereas there is no such fear in the
cage of bamboo, In view of thig, bamboo isexpected to prove a
cheaper raw material for paper manufacture than sabai grass. The
present cost of bamboo, which is slightly above Ra. 35 aton is
expected to fall substantially in future with a better and fuller
working of the mili. The Tariff Board found that as the annual
extraction of bamboo from the Kasalong reserve was comparatively
gmall the cost of extraction was high. Even so the cost delivered
at Naihati in 1923-24 was lower by about Rs. 5 a ton than the averge
cost of grass delivered at either the Ranigunj or the Titaghur mills
in that year. Therefore, the Board held that given time and
perseverance, the Company will succeed in bringing down the
cost substantially. Thus, bamboo offers good prospects for future
development, and there i3 good ground for hoping that the paper
industry based on bamboo will ultimately he able to do away with
protection.

PRESENT POSITION

With the grant of protection, the Indian paper industry has
entered on an entirely new phagse. The most striking feature
of the industry during this period has been the steady progress of
the paper mills and the increase in the consumption of paper. Of
course there hag been no material change in the number of the
mills, but their capacity as well as the actnal output hag increased
sppreciably. There hag been no change in the equipment of the
factories of the Titaghur Mills Company and the Bongal Paper
Mills Company, in a3 much as they still have four machines each,
a8 they had in 1925, althongh there have been some minor changes
in the technigue, Similarly, the Upper India Couper Paper Mills
Company had continued its operations with two machines without

1, Vide, Tariff Board Report, 1925, Para. 37,
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making any fresh additions. The Indian Paper Pulp Company’s
mill at Naihati and the Deccan Paper Mills Company’s mill at
Poona have now added one machine each. There are other minor
mills but information about them is not available., The Tariff Board
in 1925, estimated the oapacity of five important mills with 16
machines to be 33,000 tons a year ; and according to the egtimate of
the second report in 1931, which is the latest available, the capacity
has rigen to 45,000 tons a year?,an increase of about 12,600 tons, due
mainly to the installation of additional machines at Naihati and
Poona and to the starting of a new mill at Rajahmundry., The
details of the inrease in the output of the more important mills, as
given by the Tariff Board, are very interesting.® The production of
printing and writing paper has increased steadily and substantially.
The increase in the output of badami paper has barely maintained
jtself. The Titaghur Paper Mills Company specialise in the pro-
duction of printing and writing paper, and badami paper is
manufactured only to a limited extent. They have practically
ceaged the production of wrappers, The Bengal Paper Mill
Company specialise in the manufacture of printing. paper and the
other varieties are only subsidiary. It may, however, be noted
that the Bengal Paper Mills lead the other mills in the output of
wrappers, because thereby they are better able to utilise their
raw materials and waste ig8 elimipated. They have an elaborate
system of strainers and filters which enables them to collect all the
refuse which is packed with the grass as it arrives at the mill, and
this material, which would otherwise be thrown out as waste, ig
utilised for the manufacture of wrappers. The Indian Paper Pulp
Company produces primarily printing and wriling paper and
the Upper India Couper Mills concentrate on printing and badami.
Thus, there has been a substantial increase in the output of
the mills,

In the meantime, the demand for paper has also increased
considerably, Of this increase in demand, the Indian Paper Mills
have been able to capture only a part, with the result that the
imports of paper have kept up a steady upward trend.

‘We shall now discnss the present position of rates on different
raw materials, and thereafter review the freight on paper, both

1. Vide, T. B. Report 1931, Para 10.
2. 1bid, Para. 11.
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imported and local manufactures, so as to have a more compre-
hensive study of the present position of railway transport charges
a8 affecting the paper industry.

PRESENT POSITION OF RAILWAY RATES ON RAW MATERIALS.
THE BASIS OF RATES

1. Grass

Grass is classified as lst. class railway rigk in the General
Clagsification of Goods'. Bui special schedule rates, lower than
the clags rates, are quoted at owner’s rigk on different railways.
The Assam Bengal Railway quotes C/Q schedule rate at 0. R. on
wagon loads (W/100), the basis of charge being ag follows :—

Pie per maund

per mile,

1 to 100 miles 0+200

Plus 101 to 200 ,, 0.170
» 201 to 5OO 0+140
Above 500 e 0+100

The Bengal and North Western Railway charges /D schedule
rate, at 0. R. in wagon loads (W/100), on 2 uniform basis of
0-250 pie per maund per mile. The Eastern Bengal Railway has
a gimilar bagis of charge. The B. N. Railway charges BN/Z
gchedule, at 0. R, at wagon loads (WR/300), subject to a minimum
charge of Rs. 30 per wagon. According tothe BN/Z schedule
for the first and up to 250 miles the charge is levied at the rate of
Re. 0-4-0 per four-wheeled wagon per mile, and Re. 0-3-0 for
extra distances above 250 miles, to be added to the charge of 250
miles. The E. I. Railway quotes C/L schedule rate, at Q. R, on
wagon loads (W/150), with the basis of charge given below:—

Die per maund

per mile,

. 1 to 100 miles 0+380
Plus 101 to 300 ,, . 0+220
» 301 to 600 ,, 0130
Above 600 , 0-110

On the N, W. Railway, when grass is carried at 0. R. in wagon
loads, LT, LV, and L/W schedule rates are charged, according to

1. Vide, Indian Railways General Clagsification of Goods, P, 341,
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the conditions of carriage. According to L/T Schedule the bagis
may be conveniently tzbulated as follows :(—

Por f-wheeled wagon
per mile.
Rs, & p.
1 to 100 miles 0 3 8
Plus 101 to 200 ,, 0 2 9
Above 200 , 0 2 0

The bagis of L/V schedule is as follows :—
Per }-wheeled wagon

per mile.

Ra. a. D

1 to 100 miles C 4 3

Plus 101 to 200 ,, 03 3
Above 200 ,, 0 2 6

The L/W schedule has a slightly higher basis of charge.

Per j-vheeled wagon
per mile.
Rs, as, p.
1 to 100 miles e 0 b5 0
Plus 101 to 200 ., ves c 4 0
" Above 200 0 3 0

The R. & K. Railway charges C/B schedule rate, at O, R. on
wagon loads (W/120), on a uniform basig of 0°333 pie per maund
per mile,

2. Rags

Next to grasd another important raw material used by the
Indian paper mills is rags which we shall presently study. Rags are
classified as 1st. class railway risk in the General Clagsification of
Goods. Some railways, however, quote lower rates when the
traffic is booked at owner's risk in wagon loads. TheB.B. & C. 1.
Railway quotes C/B and C/J schedule rates when traffic ig booked
in wagon loads (W/200 B. G., W/120 M. G., or N. G.) at O, R., the
former schedule rate being applicable in case the traffic is carried
for distances less than 300 miles and the latter for distances of
300 miles and over. The C/B schedule has a uniform bagis of
charge of 0-333 pie per maund per mile. The basis of C/J
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gchedule ig tabulated below —
Piz per maund

per mile

1 to 150 miles e e 0+380

Plus 151 to 250 ,, 0+333
w 250 to 500 |, 0* 200
w 5Ol to 700 ,, 0-130
Above 500 . ea 0-100

Here it should be pointed out that ag the C/J schedule is
applicable only to distances of 300 miles and over, the rates for
distances of less than 300 miles as contained in this schedule do not
apply. The B. B. & C. 1. Railway authorities have, therefore,
prepared a geparate table of thege two schedules known as
C/B/CJ mchedule. The B. N. Railway quotes C/R sehedule rate

with the basis of charge as follows :—
Pig per maund

per mile.
1 to 150 miles 0140
Plus Above 150 ,, . 0-110

The E. I. Railway quoted the game OIR gchedule rate, The
(. 1. P. Railway quotes (/O schedule rate; the basis of charge

is given below ;— )
DPre per maund

per mile.

1 to 75 miles 0-200

Plus 76 to 400 ,, 0°170
» Above 400 |, . 0- 100

The N. W. Railway quotes C/L schedule rate, having the following

bagis of charge :—
Pie per maund per mile

1 to 100 miles . 0<330

plus 101 to 300 ,, s e s 0220
s 301 to 600 0:130
” Above 600 " s s 0119

Grass and rags are the two most important raw materials
largely utilised by the paper mills. Imported pulp is also largely
uged by the mills, and this tendency has received a stimulus since
the last few years, due to a fall in the price of pulp. Wood pulp is
classed as first clags railway rigk in the General Clagsification of
Goods, withont any exceptions on the different railways. Bamboo
is also utilised, but railway transport ig not so important in this case,
because water transport is largely nsed. Begides, ag adverted to
above, the railways concerned have quoted special station-to-station
rates to the mills whenever requested. Further, bamboo traffic for
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paper mills ig important only on some railways, and therefore it is
needless to recount the basis of rates quoted on all the more
important railways here. This finishes our review of the bagis of
rates quoted by the different railways on the raw materials nsed by
the paper mills, We ghall now proceed to examine the actual rates
paid by the different mills on the raw materials they use.

RATES ON THE RAW MATERIALS CONSUMED
BY THE TITAGHUR MILLS

Before we proceed to analyse the actual rates paid by the
different mills on their raw materialg, it is neceggary to know their
relative importance from the standpoint of quantitative
consumption. The utilisation of bamboo ag a raw material for the
manufacture of paper, which was almost insignificant in 1924-23,
has_steadily inereased under the stimulus of pretection. The
Titaghur Paper Mills Company manufactured about 1,841 tons of
paper in 1930-31 from bamboo. By now the consumption must
have increased still more. The consumption of grass has remained
steady between 1924-23 and 193(0-31, and from the trend of
production it ig clear that grass offers little prospect for expansion.
The consumption of other raw materials, like ragys, hemp, etc., has
also remained almost steady. The use of wood pulp is increasing
due to a steep fall in price, and its exemption from duty, as the
Board has pointed out,! Thig, in short, is the situation as to the
raw materials consumed by the Titaghur Company's Mills,

The E. I. R. quotes special rates on grass traffic coming to the
Pitaghur and Kankinara Paper Mills. We give below the special
station-to-station rates on grass '(dry) quoted by the E. L R. to
Naihati, for traffic to the aforesaid miilg :(—

Rate per Rate per
Station from 4-wheeseld Station from 4-wheeled
Wagon Wagon

BRs. s p Ra a .

Bhaharanpur 9 0 0 Gajroula 71 0 0O
Via Ghaziabad 75 0 0 Babrala 70 0 0
Saneh Road 7% 0 0 Chandausi 68 0 0
Najibabad 40 0 Japla 32 0 0
Nagina 78 0 0 Barisrpur 28 0 0
Jawalapur 77 0 0 Hazaribagh Road 21 0 0
Kotdwara 7% ¢ 0 Mirza Chowki 21 0 0
Dhampur 20 0 Sahebgunj 21 0 0

1. “The imposition of protective duty on paper while wood pulp is
admitted duty free has nsturally acted as a stimulus to an extended use
of imported pulp.

Vide, T. B. Report, 1931, Para, 16,
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It will be seen that the railway freight from the Western Circle
area i3 very heavy, and therefore it is not sarprising if the
consumption of grass hag not shown a proportionate increage. It
has already been shown that this area is not within the economic
limit of the Bengal mills, the distance being about 900 miles
from the mills. A relatively higher incidence of railway freight
from thege stations i8 due to the longer distance over which
the traffic has to pasy, rather than to the higher level of the freight
charge, because the rates adverted to above are gpecial rates, lower
than the ordinary rates, applicable only on the traffic passing to
the mills. Rates from the Sahebganj area are lower becanse of the
distance which is about 200 miles only.

Since 1934, however, the rates have been raised from some
stationg. For instance, the rate from Soneh Road hag-been raised
from Rs. 75 to Rs. 83. The higher incidence of rates will be seen
from the following table :=~

Station from Rates per Wagon
1933 1838

Rs. a.p. Rs a. p.
Via Ghaziabad - we 75 0 0 83 0 0
Soneh Road ... .. 7 00 83 ¢ 0
Najibabad ... res we T4 00 81 0 0
Gajroula ., T 0D 78 0 0
Babrala . W 7000 77T 0 O
Chandausi ... e s . 63 00 75 00

The utilisation of grass, 28 a raw material is obviougly uneconomic,
in face of the growing popularity of bambeo and wood pulp. The
rige in the cost of transport makes it still more nneconomic.
This change in the rates policy i an indication that the paper
mills should draw their supplies of grass from areas in their
vicinity. Therefore, in so far as these rates help to check the
anhealthy competition for grass from the Western Circle, they
help the industry.

Another change in the rates policy may also be noted. The
E. I. B. quoted station-to-gtation rates on grass from some more
important stations in the vicinity of the mills on wagon loads
ylone, ag will be seen from the foregoing table. But now reduced
-ates are available on actual weight per maund. The relative

T onn
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position will be seen from the following table :—

Rale per

Stafion from S-rwheeled Rale :{

Wagon maun

19632-32 1935
Ra. a p. Re. a. p.
Japla 32 0 0 0 1
Bariarpur 28 0 0O 0 2 8
Hazaribagh Road 21 0 O o 2 1
Mirza Chowki 21 0 O 0 21
Sahebgunj 21 0 O 0 2 1

Grass pressed when booked to Titaghur and Kankinara mills is
charged at the following rates':~-

. Statson from I:ﬁéz ’fg Station from }::::uf‘ ‘:{
Rs. 2. p. Rs. a. p
Bagha 0 4 7 Nepalgunj Road 0 68 3
Eahraich 0 511 Mautanwa . 0 B 2
Parahni . 0 b5 4 Nishanagara 0 8 5
Harinagar we 0 45 Pachperwa .. 0 8 B
Jarwa . o5 7 Padrauna e 0 4 7
Kawapur we 0 B 7 Shohratgunj we 0 5 2
Mankapur we O B B Tulsipur . 056 7
Mihinpurwa 0 8 b Ueka Bazar 0 5 1
Murtiha 0 6 ¢4

The traffic is routed via Mokameh Ghat, and the rated have been
kept specially low to stimulate traffic moving to the mills. The
lower level of rateg hecomes still more clear when it is recalled that
the traffic has to pass over two railway systems, the B, & N, W, R.
and E. L. R,

On traffic in rags passing via Naihati to Titaghur and
Kankinara Mills the E. I. B. does not quote any station-to-station
rates, and therefore the C/R schedule rate is applicable. We
tabulate below the rates baged on this schedule from gome more
important towns via Naihali with a view to point out the incidence
of freight on the traffic moving to these mills.

1. In minimum consignments of three B. and N. W. Railway d4-wheeled
wagons or multiples thereof, such 4-wheeled wagons subject to weight
for charge of 120 meunds each wagon.

Vide, Goods Tariff, E, L R, Part I, p. 337,
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Rales per Maund via Naihati
Mileage  Station from Rate  Mileage Station from Rale

Re, & p. Re. a. p.
47 Burdwan 011 493 Allahabad v 0 5 2
245  Bhagalpur 0 210 612 Cawnpore . 06 3
270 Jamalpur 0 31 769 Agra e 0 7 8
113 Asansol . 07 785 Hathras .. 0 710
118 Sitarampur ... 0 1 B 410 Benares . 0 4 b
262 MokamehGhat O 3 0 531 Fyzabad e 0B B
313 PatnaCity ... 0 3 6 602 Unao Mills ... 0 8 2
393 Buzar we O 4 3 882 Meernt City 0O 8 8
273 Gaya o 3 2 919 Saharanpur ... 0 9 1

This statement shows the nature of railway freight charged on
the transport of rags comsumed by the Titaghur and Kankinara
mills. It i3 not, however, claimed that the aforesaid mills do
actually draw their supplies of rags from all these markets, But,
as the Titaghur Mills Company deposed before the Tariff Board, in
1925, that they collected rags from more important towns, within
the country, the foregoing table gives a fairly good idea of the
marketing area and the freight charged. It will be noted that the
freight per maund per mile would work out to be 2 little higher in
the cage of rags than in that of grass. Thie is due to the fact that
the rateg on rags noted above are on actwal weight, while thowe
on grass are applicable for wagon loads only, Further, it seems
that since rags are collected from scattered sources and in emall
lots even if special station-to-station rates were offered on wagon
loads the mills would not be able to avail themselves of the
concession. Grasg fields are more or less centraliged, and even
though the mills have to bring grass from fields located at a
distance of more than 900 miles, the average freight paid per
maund may be lower for grass than for rags. This shows that from
the standpoint of railway freight, the collection of grass, which has
been subjected to very severe eriticism, is perhaps less costly than
that of rags. In fact, while the transport of grass has been studied
to some extent, rags have been completely neglected. This is very
anfortunate, No one who has a fair knowledge of the Indian
paper industry can deny that rags constitute to this day one of the
mnost important raw materials of paper manufacture in this country.
With the exception of bamboo, which is yet in its experimental
itage, if grass occupies the first rank amongst the primary raw
naterials, rags are next in importance. That the railways should
mcourage the movement of traffic in rags cannot be denied.
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Railways have quoted schedule rates, lower than the class rates, as
adverted to above, and hence they are free from any charge that the
interested parties may endeavour to advance against them., The
difficnlties that exist can be partly reduced by improving the
system of collection. Besides, it should be noted that there are
two most important markets, Calcuita and Bombay, which supply
the mills with rags and waste paper, and the freight works out to
about Re. 0-1-5 and Rs. 1-0-9 per maund respectively. We shall
next examine the railway freight on raw materials consumed by the
Bengal Paper Mills Company’s factory at Ranigunj.

The Bengal Paper Mills bring their grass supplies from the
Eastern Circle areas, United Provinces and the Central Provinces, ag
noted-elsewhere. The railways carrying this traffic have co-operated
and have quoted special station-io-station rates from the more
impertant areas. The statement given below shows the station-to-
station rates quoted by the E. I. R. in co-operation with the
B. & N.W.R.,and N. W, R.

Rales on grass (dry) to Ranigunj, B. P. Mill Siding

Rate per maund Rate per maund

From ( Wagon Load) From { Wagon Load )
Re. a. p. Rs. a. p.
Babrala 0 511 Bagaho 0 4 8
Chandausi 0 5 9 Bahraich 0 510
Gajraula 0 6 1 Barhni 0 5 3
Via Qhazialnd 0 6 b Harinagar 0 4 4
Hazaribagh Road 0 2 0 Jarwa C b6 6
Garwha Road 0 2 8 Kawapur 05 6
Jawalapur 0 6 8 Mankapur 0 b6 4
Katdwara 0 6 6 Mibinpurwa 0 6 2
Via Lucknow 0 4 2 Murtiha 0 6 3
Mirza Chowki 0 21 Nepalgunj Road 0 6 2
Via Mokameh Ghat 021 Nantanwa 0 5 1
Nagina 0 6 38 Nishanagar 0 6 4
Via Naini o 3 7 Pachperwa 05 4
Najibabad 0 6 4 Shohrutgunj 05 4
Sahebgunj 0 2 1 Tulsipur 05 6
Uska Bazar 05 0

In this table we have included the Western Circle areas also
because the railways allow gpecial rates even from thege degpatching
stations, although the mill does not draw its supplies from that
circle due to longer digtance and consequent higher freight charge.
But the fact that the railways quote low station-to-station rates
shows that in the event of gcarcity of graes in the flelds near by,
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the mill can with ease draw its grass gupplies from that area instead
of stopping work. This is indeed a good facility. Another import-
ant feature of the foregoing table i that in respect of railway
transport facilitieg, especially in the areas referred to therein, the
Ranigunj Mill is in 2 position almost similar to that of the Titaghur
and Kankinara Mills. But, here it may be noted, as we shall show
in detail later, that the Ranigurd Mill draws its grass snpplies from
Nagpur fields, which are deecidedly more suitable in matters of
railway freight than the Western Circle areas.

Rates from some important fields, via Asansol, for Sabai grass
carried to Ranigunj Bengal Paper Mill Siding, work out as follows :'—

Station from Rate Station from Rate
Rs. a. p. Rs, a. p.
Annupur 66 0 0 Jenapur 61 0 ©
Birsinghpur 74 0 O Pendra Road 62 0 0
Chandia Road 7 0 0 Talcher 70 0 0
Jaithari 66 ¢ O Umaria 76 0 0

To these rates must be added the freight from Asansol to Ranigunj
Bengal Paper Mill Siding which i3 11 pies per manund. It will be
geen thab the freight charge is substantially high, and the mill
cannot be gald to have any natural advantage in respeet of grass
from these fields. It is in the interest of the mills to get their grass
from the fields nearer to the sites.

The E. I. R. quotes station-to-station rates lower than the
schedule rates on traffic in rags passing to the Bengal Paper Mill
Siding from the under-mentioned important stations :*—-

Ra. a. p.
Cawnpore 0 5 4
Allahabad 0 4 3
Aligarh 0 7 1
Unso Mills 0 5 4

Similar reduced rates are available for unserviceable ropes and
cuttings from some important centres as tabulated below :%—

Rs. a. p.
Cownpore e we O b 4
Allahabad e 0 403
Aligarh e Q71
1. These rates are per wagon.
2. W/R00; L.

3. These rates are available in wagon loads: W/300 ; and the loading and
unleading to be done by the consignor and consignee respectively.
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THE UPPER INDIA COUPER MILLS

Let us next take up the Upper India Couper Paper Mill, having
grass and rags ag its primary raw materials. The utilisation of
bamboo is unknown to this mill. The use of wood pulp has been
taken up only very recently becauge of the fall in price. The
consumption of grass has not skown any increase, although there
have been wide fluctnations in the quantity consumed from year to
year. The use of wood pulp has gradually increased. The con-
gumption of other raw materials, like rags, has remained fairly
constant, about 74% of the total paper being manufactured from
these materials, ag against about 157, from grass, and 11% from
wood pulp.

The E. I. R. quotes special rates on grass as well as rags. The
station-to-station rates quoted on grass from gome more important
despatching stations are given below :*—

Station from Rale per maund Station from Rale per mound
Rs. a. p. Rs. 1. p.

Hazaribagh Road o 3 4 Bhagalpur
Mirza Chowki 0 4 2 Colangunj
Sabebgunj 0 4 3 (Ghogha 0 4 9
Via Naini o1 3 Piripinti
Haradwar 0 3 4 Sabour J
Jawalapur

It will be geen that the Couper Mill is more favourably located in
regpect of its grass supplies than either the Titaghur or Ranigunj
Mill. Even as regards the Western Circle areas, it commands a
better location than that of the other mille. The only gerious
disadvantage wnder which it labours is it low annual outpat.
This has far-reaching effects. Dus to lower output, its demand for
the raw materialg is less, and therefore it has to collect or purchase
on a smaller scale, On the contrary, the Titaghur Paper Mills
Company, with its two mills, having a larger ontput, comes to the
market in a stronger position, and makes purchases on a larger-
scale, and neutraliges thereby the advantage of location which the
Couper Mill possesses. In fact, the Titaghur Mills Company drove
out the Couper Mill from the Nepalgunj grasg area, as noted
elsewhere, due mainly to its stronger position and the consequent
better purchasing power that it commands. All this shows that

1. These rates are quoted via Lucknow for traffic to Badshanagar and are
applicable on wagon loads.
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the freight advantage which the Couper Mill possessges, a8 revealed
by the foregoing statement, ghould not be pressed too far, This
fact haa a further significance. It shows that even if the railways
offer special transport facilities by gquoting reduced rates, they may
not be able to develop traffic, due to deficiencies in organisation of
the industry or in other spheres. In other words, the reduction in
transport costs by itself cannot help the development of the
indugtry ; there should be an all-round efficiency. Transport cost
constitutes only a part of the total cost of productinn.

Rags are collected from the more importiant towns in the
United Provinceg, the Punjab and the Central Provinces, The
statement given below shows rates from some important collecting
centred :—

Rates per maund

Miles Station from Rate Miles Station from Rate
Rs. 2, p. Rs. a. p
46 *Cawnpore 0 010 219 Hathras 0 2 8
49 *Rai Bareli 0 011 266 Khurja 0 3 1
238 *Aligarh 0 2 1 290 Ghaziabad 0 3 3
*Etawah 019 303 Delhi 0 3 5
81 *Fyzabad ¢ 1 1 187  Benares 0 2 4
¥Qhohaguni 0 1 9 165  Jaunpur 0 2 9
125 Allshabad 0 1 9 205 Morsdabad 0 2 8
181 Mirzapur o 2 3 288 Meerut City ¢ 3 3
233 Farukhabad 0 2 9 306 Hardwar 03 5
180 Firozabad 0 2 3 322  Ssharanpur 03 7

203 Agra City 0 2 6

¥reight on rags is also cheaper as compared with that of the
other mills due primarily to its location. It commands a central
position in catering for the important towns noted above. Thig
advantage of location becomes still more important in marketing
paper, particularly in competition with the foreign imports, as will
be ghown later. Inshort, from the standpoint of railway transport
the location of the mill ig favourable, but it cannot be too strongly
emphasiged that its lower annual cutput is a very serious handicap,
which neutralises much of its transport advantage in competition
with the other mills,

THE DECCAN PAPER MILLS COMPANY

We shall now examine the freight paid by the Deccan Paper
Mills Company, on the raw materials consumed by the Reay Paper

( * These are station-to-station rates, )
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Millg, near the Hadapsar Railway Station. It has already been
gtated that rage constitute by far the most important part of the
raw materials used by the mill, and therefore, we tabulate helow a
few rates from important towns on the G. L. P. Railway to show the
nature of freight which the millg have to pay.

Rates per Maund via Poona

Miles Station from Rate Mziles  Station from Rute
Rs. 3. p. Ra, a. p.
101 Thana 0 2 4 31 Bhusaval 0 5hH 4
166 Sholapur 0 3 3 bhs Nagpur 0 710
172 Nasik Road C 3 4 345 Burhapur 06 9
142 Belapur 0 211 88 Khandwa 0 6 6
266 Pachora 0 4 8 555 Bhopal 0 710
296 Jalgaon 0 5 1 650 Jubbulpore 0 8 8

*The rates are subjeet to the minimum charge of Rs. 10/- per
4-wheeled wagon used. There are siding charges which are levied
in addition to the above rates. Further, the charge from Poona to
Hadapsar hag to be added. Bombay, which is the most important
centre gupplying rags to the mill, has not lLeen included in
the above table because the G. L. P. Railway quotes special station-
to-station rate of Rs. 45/- per wagon from Bombay to Hadapsar,
The capacity of the wagon is 16 tons, but, we are informed that i}
can hold only about 11 tong of the material®. But even at this
Joading capacity the concegsion offered is in fact substantial.
Bombay is the only station from which station-to-station rates are
quoted to the milla. In this respect the G. 1. P. Railway presents a
great contrast as compared with the E. I. Railway. As adverted to
above, the E. I. Railway quotes reduced station-to station rates from
important collecting centres to the mills on its lines, but the G. L. P.
does not do so. Again, the relative level of rates on the G.1.P. is
higher than on the E. I, R. For instance, whereas the freight from
Mirzapur to Couper Mills via Lucknow, for 181 miles is Re. 0-2-3 per
maund, that from Nasik Road, via Poona is Re. 0-3-4 for 172 miles.
Thus, the charge for a lower distance is about 50 per cent higher.
This higher charge is partly due to the hilly nature of the
country to be traversed, but the fact remains that the G, I. P.
charges higher rates, This is a very serious handicap for the
development of the mill. 8ince the mill has to pay about 50 per

1. Information was kindly supplied by the Deccan Paper Mills Company,
Poona.
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cent higher freight than the other mills on ity important primary
raw matorial, it is obvioud that the area from which it can draw ita
supplies ix considerably restricted. This limita the output of the
mill and raises the cost of production. To remove this handicap,
it may Le suggested that the G. I. P. should quote station-to-station
rates, lower than the schedule rates, from the more important
towns on its own lines and on the B. B. & C. I. R.

In addition to rags and gunny pieces, the mill also uses waste
paper which i8 brought from Bombay and Madrag. The value of
the material varies from Rs. I5 to Rs. 80 per ton f.o.r. Bombay.
The railway freight from Bombay to Hadapsar station is Re. 0-4 11
per maund, which amounts to Rs. 8-6-0 per ton. The freight from
Madras to Hadapsar is Rs. 1-0-9 per maund in wagon load
consignments, the minimum weight being charged at 300 maunds
per wagon, Wood pulp is imported and the railway freight from
Bombay to Hadapsar is Re. 0-4-11 per maund on actual weight.
There are no wagon load rates, Coal is brounght from C. P, and
Bengal. Railway freight from C. P. collieries is Rs. 7-10-0 per
ton and from Bengal collieries it comes to Rs. 13-14-0 per ton.
Chemicals and sgtores are purchaged from Bombay and the railway
rates to Hadapsar work out ag follows .—

Articles Rute per maund
Re. a. pn.
Sulphate of Aluminia, Rosin, China Clay
& Farina 0 411
Caustic Seda, Bleaching Powder, and Soda
Ash e 0 5 4
Silieate of Soda and Formalin ... 011 8
Anniline Colours ¢ 4 b
Engineering Storea 0 413

Before we cloge the study of railway freight on raw materials
paid by the Indian paper mills, something needs to be gaid about
the rates on bamboo, which is consumed primarily by the Indian
Paper Pulp Company’s mill at Naihati, and of late by the mills of
the Titaghur Paper Mills Company. In the year 1930-31,
Titaghur and Kankinara Mills manufactured about 1,842 tons of
paper from bamboe. The A.B. and E.B. Railways quote combined
station-to-station rates io these mills from more important stations,
In addition there are reduced seasonal rates quoted by the railways
which are very nseful to the mills, 'This, in ghort, i3 the position

R. 40
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of railway rates on the raw materials consumed by the mills,. We
ghall next examine the rates on paper.

RATES ON PAPER CONSUMED IN THE COUNTRY

In the foregoing pages we have outlined in detail the present
position of the industry and total consumption of paper in the
country. Thereafter, the interral production, or, the output of
individual mills has been gtudied with special reference to railway
trangport. It now remains for us to examine the freight paid on
marketing the output of the different mills, and on the imports of
paper from foreign countries, so as to understand the relative
position of the indigenous industry and the imports in matters of
railroad transport facilities, Thig line of treatment is necesgary,
because the Indian milig have complained of preferential rates on
the import traffic. The Titaghur Paper Mills Company complaining
against this sort of unfair discrimination submitted : * It will
hardly be credited, but it ig a fact that, as late as 1913, there was
an enormous discrimination in favour of the importer. Railway
rates on paper from Howrah are considerably lower than from the
mills in the neighbourhood of Calcutta, while when despatching
paper to Cawnpore, Delhi or Lahore, the mills had to pay no less
than 60 per cent moere freight per maund per mile than did the
Bombay and Karachi importer, As an example of this unjust
digcrimination, we may quote rates to Jubbulpore, which are,
from Bombay, Re. 0-8-6 and from Naihati Rs. 1-3-0 per maund :
the distance from Naihati is 16 per cent greater than from Bombay
and the freight charge is 100 per cent.”* On being asked by the
President to give further information, Mr. Carr of Messrs, Balmer
Yaurie & Company, Managing Agents of the Bengal Paper Mill
Company, gave the details of railway freight to Lahore, ag paid by
the importer and by the Ranigunj Mills. While the rate from
Ranigunj to Lahore for about 1,200 miles was Rg, 60 per ton, that
from Karachi to Lahore for about 725 miles was Re. 26-10-0.%
Thisz wag the condition then, The tagk set before ug to find out as
to how far this preferential treatment is the constituent element
of the railway rates policy as pursued at present. We shall also
study the marketing conditions and endeavour to point out the
incidence of railway rateg on the movement of traffic.

1, Vide, Indian Fiseal Commission, Evidence Vol, 11, p, 391.
g, Ibid, p. 395,
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The Titaghur Paper Mills Company sells its output through-
out India, including Burma.® The approximate quantity of paper
gold in different markets, ag submitted by Sir W, Carey in his oral
evidence before the Board,, ig as followg ;—32

Per cent

Delhi and the Punjab 10
Calcutta 23
Bombay 8
South India b
Burma b
Usnited Provinces 2
General Mofuasil 11
Government and Railway (including Provineial

Governments) 38

These are the averages for a certain number of years. It will
be geen that Calcutta is by far the most important market, congum-
ing as it does about 23 per cent. of the total output of the Titaghur
and Kankinara Mills. The importance of the Calentta market ig
equally great to other Bengal mills a8 well.® The Calcutta market
and the purchages made by the Government and Railways together
account for more than 60 per cent. of the total annual production
of the Company. Nextin importance iz the Pupjab area, with
Delhi as its distributing centre. Consumption in the towns near
Calcutta 18 about 11 per cent. Bombay consumes about 6 per cent
of the aggregate production., Burma and South India each
consnme about 5 per cent. The United Provinces ranks last,
becauge the Upper India Couper Mills are more advantageously
located in supplying this area.

A critical study of the tariffs of the Indian railways reveals
that special provision has been made in matters of railway rates
for traffic from internal mills, and that there is no room for the
old suspicion of preferential treatment, adverted to above, which
popular opinion still geems to foster, Lower rates in wagon
loads are quoted from the mills to more important consuming
markets, This i8 especially true of the railways which serve the
mills. To take up the Titaghur Company’s mills, we find that the

1. Indian Tariff Board on Paper, 1925 : Evidence Vol. I, p. 249
2. Ibid, p. 350,
3. These rates are applicable only on traflic booked by the Naihati, Tita-

ghur aud Kankinara Paper Mills,
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E. I. R. quotes special slation-to-station rates via Naihati to more
important centres as tabulated below :—

Rales per Maund from and Via Naihati*

Mileage Stalion lo Actual weight Wugon load
Rz a. p. Ra. &,

245 Bhagalpur and Via 0 310 0 3 2
273 Gaya 0 6 0 0 5 0
410 Benares Cantonment o 7 2 0 6 1
493 Allalhabad and Via 0 7 0 0 6 2
612 Cawnpore 0 9 2 0 7 8
Moradabad 612 1 010 1
760 Agra City o1 7 0 9 B
804 Aligarh 012 1 010 1
882 Meerut City 013 3 011 1
883 Deil:i 013 3 011 1
919 Saharanpur and via 014 2 01111

1t will be seen that on wagon load consignments freight
concession ig in fact substantial, and helps the manufacturers
in marketing their output, especially in competition with the
imported traflic which does not get the benefit of reduced rates.
Of course there are a few reduced rates quoted on imported traffic
to centres® like Delhi, Agra, Meerut City and Saharanpnr, etc.
but the fact remains that the rates are favourable to internal
traffic. Letus compare these gpecial station-to-station rates quoted
from and via Nathati on paper manufactured by the mills with
the class rates charged on imported paper from Howrah. We
shall take the case of the Bhagalpur market. The rate from and
via Naihati i3 Re. 0=3-10 on actual weight and Re, 0-3-2 on wagon
loads, whereas from Howrah the charge is Re. 0-9-10. Similarly,
to Gaya the local rate is Re. 0-6-0 on actual weight and Re. 0-5-0
on wagon loads, while the importer hag to pay Re. 0-10-1). Jven
making an allowanece for the distance, it ig clear that the internal

1. These rates ara applicalle only on traffic bocked by the Naihati,
Titaghur and Kankinara Peper Mills,

2. The reduced rates qnoted from Howrah are:

. Actual  Wagon . Actual  Wagon
Station to weight Joad Btation to weight  load

Delhi 1 8 81 0 1 MeerutCity 110 2 1 € 0
Via Delbi 1 8 0 01510 Saharanpur 11010 1 0 4
Via Delbi Serai.

Rohilla 1 & 1 015 11 Via Saharanpmr1 10 2 1 0 1
Jumng Bridge &

AgraCity 1 9 8 1 0 1
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traffic hag a clear advantage over the importer. The same is the
case with the long distance traffe. Xven in those cenires where
the imported traffic gets the advantage of port competition, in-
ternal traffic hag a relative advantage., TFor ingtance, to centres
like Agra, Dehli, Meerut and Saharanpur the importers pay
Rse. 1-9-8, Rs. 1-9-0, Ra. 1-10-2, and Rs. 1-10-10 respectively
but the local manufacturers booking from and via Najhati have to
pay very low charges, ag will be seen from the foregoing table.

It seems, however, that these reductions in rates offered
on the transport of paper manufactured by the the local mills
do not affect the selling prices. As Sir W. Carey gaid “ In
paper freight is to some extent or rather io a much less extent, a
consideration because of its comparatively small bulk.”*. Prices
in the market are regulated by the imports and therefore an
egualisation of prices in the ports as well ag upcountry markets
has been effected. No doubt, there i3 gome difference in prices,
but it is inconsiderable, and freight eannot be said to play an
important part therein. If the Indian mills do not realise higher
prices in the npeountry markets the phenomenon is not difficult
to explain; it is due to foreign competition. With all these
weaknesses in the organisation of the Indian paper industry, it
should not be forgotten that the concessions in railway rates
granted to local mills are appreciable and facilitate the marketing
of paper.

The E. I. R. has raised the rates since 1934, both on actual
weight and in wagon loads, as will be geen from the following
table :—

Bates por Maound via Naihali for traffic
Srom Titaghur 3Mills

Station to Actual weight Wagon loads
Rs, a. p. Ra. o pe
Aligarh 014 2 011 10
Alahabad 0 910 o 8 2
Bareilly 013 4 01l 1
‘Benares Cantonment 0 8 8 0 7 3
Cawnpore 011 6 0 9 7
Delhi 0156 4 G012 9
Gaya 0 6 8 0 6 7
Lucknow 011 4 0 9 5
Meerut City 015 9 piz2 9
"Moradabad 014 1 011 9
FPatna 07 6 0 6 2
Shaharanpur 016 10 013 2

1. Vide, Taiff Board, Evidence, Vol. L, p. 351,



318 RAILWAY RATES AND FARES

Thig change in the rates policy ig probably due to the fact thal
with the reduced rates hitherto available, traffic did not increase
becaude as pointed out by Sir W. Carey, railway rates do not affec!
the prevailing price level which is determined by foreigr
competition. If go, the railway authorities will get better receipts
withont any adverge effect on the industry.

Other loeal mills enjoy similar concession rates which are not
available to the importer. The Bengal Paper Mill Company’
factory at Ranigunj gets reduced rates both on actual weight anc
on wagon loads as may be seen from the statement submitted
below?! :—

Actual  Wagon Actual  Wagon
Station Lo weight load Station to weight load

Rs. . p. Es. a. p. Rs. a. p. Re. a.p
Bhagalpur ) Delhi 01110 0 9 M
Gaya > 0 310 0 3 2 Saharanpur 012 9 010 ¢
Monghyr  } Meerut City 01110 0 9 K
Cawnpore 078 066 Jubbulpere 0 % 2 0 7T ¢
Allahabad 0 511 0 411 Bombay nil 1 4 ¢

When we compare the rates paid by the Ranigunj Mill and the
importer and also the rates paid by the Naihati and Titaghur grouy
of mills, the most obvious conclusion which emerges is that the
Ranigunj Mili has a freight advantage in the nearer as well as up-
country markets over all otherg, excepting the Upper India Coupe
Mills, as we shall point out later, Thus, for instance, to market:
nearer Calcutta like Gaya, freight from and via Naihati is Re. 0-6~0
from Howrah Re. 0-10-11, snd from Ranigunj Re. (~3-10 per
maund on actual weight. To Cawnpore, rates from and vi:
Naihati are Re, 0-9-2, from Howrah Re. 1-6-9 and from Ranigun;
Re. 0~-7-8 per maund. To Delhi, likewige, Ranigunj Mill has ar
advantage because freight from and via Naihaii is Re. 0-13-3, from
Howrah Rs. 1-9-0 and from Ranigunj Re. 0-11-10. It does nol
come ag a surprise to note, therefore, that whereas Titaghul
Company’s mills are hardly able to sell about 23 per cent. of thei
output in these areas, the Ranigunj mill disposes of more thar
40 per cent. No doubt the total guantity sold by the Titaghm
Company’s mills in thege areag is greater than that of the Ranigun;
Mills, but what we intend to emphasise is that the freighi
concession granted by the railways facilitates the marketing of the
paper of the local mill.
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In this cage algo the rates have been raiged since 1934, as will
be seen from the following table :—

Rales for Raniquni B. P, M. Siding

Station to Actnal weight Wagon loads
Re. a. p. Rs, a.p.
Agrs 012 5
Aligarh 012 10 010 8
Allahabad 0 8 ¢ 071
Bareilly 012 0 016 0
Cawnpore 610 1 0 8 5
Delhi 01311 o1 7
Farukhabad 012 8 010 7
Gaya ¢ 5 0 0 9 2
Lucknow 0 911 0 8 3
Meernt City 01311 011 7
Moradabad 012 8 010 7
Patna ¢ 510 0 410

Station-to-station rates are also available for traffic to markets like
Bombay, Poona, Jubbulpore, ete. To Bombay and Poona, the rate
is Rs, 1-0-4, and Rs, 1-G-6, per maund respectively on wagon
loads. The concession offered by these rates becomes apparent
when we compare them with the rate from Howrah to Bombay on
the imported traffic, which works out at Rs. 1-10-3 per maund on
wagon loads and Rs. 1-14-5 per maund on actual weight.

The wupper India Couper Mill does not get the railway
transport facilities in the form of reduced rateg on the despatches
of paper in actual weight ag enjoyed Dby the Bengal Paper Millg,
adverted to above. The reduced rates are available only on wagon
load congignments, unlike the Bengal Paper Mills which enjoy
concesgion rates both on wagon load consignments and on actual
weight. However, before discussing the effects of this most obvious
discrimination by the E. I. R. on the movement of traffic from the
mill, it i# necessary that the reduced rates granted on wagon load
consignments be noted.

Mileage Station to Rate  Mileage Station fo Rate

Ra, a. p. Rs. a. p.
203  Agra City 0 4 4 303 Delhi ¢ 5 9
238  Aliparh 0 410 286  Meerut City 0O b6 8
125  Allshabad 03 2 203  Moradabad 0 4 4
130 Via Naini 0 3 3 330 Patna Junetion 0 6 0
187  Benares Cantt, 0 4 1 336  Patna City 0 6 1
488  Bhagalpore 0 7 4 Rampur 0 41
325  Caya 0 6 0 322 Saharanpur 0 611
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It is interesting to compare these rates with those quoted from
the Bengal Paper Mill centregs, e. g, from and via Naihati. The
rate quoted from Naihati to Bhagalpur for 245 mileg is Re. 0-3-10
per maund on actual weight and Re. 0-3-2 on wagon load consign-
ments ; but via Lucknow to Aligarh for 248 miles the rate quoted
18 Be. 0-4-10 on wagon loads. Thus, the reduced rates available to
the Upper India Couper Mill on wagon lead consignments are
higher than the rates quoted to the Bengal Mills on actual weight
consignments, This sort of discrimination is undesgirable ag it
geriongly handicaps the marketing facilities of the Couper Mill.
Besides, it needs to be pointed out that the reduced rates quoted on
the wagon load congigninents from Badshahnagar are utilised only
to a limited extent, since the larger part of ity despatehes arc in
consignments of smaller size, and therefore, if these reduced rates
were available without any conditions ag to the size of the consign-
ment it would do yeomen service to the mill.

Since 1934, a new seale of rates has come into force, ag will be
geen from the following table :—
Rates per mawund on Paper
Fia Luclknow to
Actual weight Wagon loads

0. R. 0. R,
Benares Cantonment 0 5 2 0 4 4
Bhagalpur o 5 6 0 711
Cawrnypore . g 2 0
Delhi c 7 7 0 6 4
Farukhabad 0 6 0 0 5 0
CGaya 07 6 O 6 3
Hatbras ¢ 510 c 410
Meerut City 0 611 0 5 9
Moradabad 0 b 6 0 4 7
Patna City 0 7 8 ¢t 6 5
Rampur 0 b 2 0 4 4
Saharanpur o746 0 6 3
Aligarh 0 6 1 0 6 1
Allahabad 0 4 1 0 3 5n

One important feature to note in this connection is that hitherto
gtation-to-station rates were available for traffic moving from this
mill only on wagon loads. But now reduced ratcs are algo quoted
on actual weight, though the general level of rates has been raiged.

In short, there hag Leen a very remarkable change in the rates
policy of the Ii. I. R., as demonstrated by the recent changes in the
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rate structure ; rates on traffic moving from local mills have been
raigad. This has restricted the facility of lower rates hitherto
available to the local mille, Imported traffic has also been affected
by this change in policy, for reduced station-to-station rates, which
were available for traffic moving from Howrah both on actual
weight and in wagon loads, are now available only on wagon loads,
the former concessiom having been withdrawn., JFurther, the
rates on wagon loads have been raised, as will be geen from the
following table :—

Rates per Maund from Howrah fo:

Former rule Lresent rale
Delhi 1 01 1 811
Meerut City 1 00 110 2
Saharanpur vee 1 0 4 11010

Thus, so far as the relative level of rates i concerned the local
mill manufacturers have no cauge to feel uneasy,

The Reay Paper Mills at Hadapsar are served by the . L P.
Railway. There are some special station-to-station rates quoted by
the railway, but they cannot be compared with the facilities given
by the E. L. R. to tho Bengal Paper Mills. This affecis the market-
ing arrangements of the Reay Mills, especially beeause it has to meet
the competition of the imports, 1t has neither the advaniage of
reduced rates enjoyed by the Bengal Millg nor the protection from
foreign competition which the Couper Mill enjoys. We give
belaw the froight paid by the Reay Paper Mills to more important
markets : —

Statton fo Rate Station to Reate Station to Lale
Ra. a. p. Rs. a. p. Ra a. p.
Bombay 0 5 4 Ajmer 1 9 1 Hyderabad 012 o
Delhi 1 0 1 Ludhiana 2 10 2 Secunderabad 0 1z ©
Cawnpore 1 110 Allshabad 115 4 DBangalore 1 5 5
Gwalior 1 0 0 Xotah 113 10 Bezwada 1 8 1
Nasik 0 7 0 Almedabad 1 0 1 Guatur 1 8 4
Jalgaon 0 11 2 Baroda 0 13 11 Mysore i 81
Yeotmal 1 311 Surab 0 11 1 Trichinopoly 1 14 &
Jubbulpore 1 7 6 Rajkot 1 3 8
Nagpur 1 4 3 Sholapur 0 6 B

Bombay is the most important market, and here the importer
has a clear advantage in as much ag he has to pay nothing by way
of railway freight. Trom the foregoing statement it will be seen
that markets in Southern India are advantageous to the mills,

R. 4l
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since the freight from the port to the markets is higher than that
from the mill. But in these markets the demand is limited
to small quantities and is for various kinds of paper. In the
centres in Upper India, like Cawnpore, the Couper Mill and
the Bengal Mills have an advantage in the form of lower freight.
The pame ig the cage with the markets in the Punjab. This leads
ng to the conclugion that the Reay Mills have to sell a greater
part of their output in markets where they have no freight
advantage.

From the foregoing discussion it will be geen that the railway
rates are on the whole favourable to the local mille, and the
popular criticism of rates policy is no longer justified, The
special station-to-station rates which the railways quoted on
the import traffic in pre-war years, denying similar facilitieg to the
local mills, have fortunately become things of the past. Per contra,
the rates position to-day is just the reverse, While the local Mills
are quoted special station-to-station rates to more important.
consuming centres, both on actwal weight and on wagon load
consignments, the imported traffic gets the concession only to
a few markets and that too due to port competition. This has
helped the mills congiderably in marketing their output and gives
a snbstantial protection againet the competition of the importer.
Thus, the railway rates policy supplements the policy of
diseriminating protection. We should not, however, be understood
to convey that the present policy i8 perfect in all aspects and that
it needs no corrective. ¥ar from it. There are many defects
which need to be removed as adverted to above. In short,
we appreciate the attitude taken up by the railway authorities,
especially the E. I. R. and hope that they would with courage
pursue the poliey, making the necessary improvements so as
to encourage the development of our trade and industries.
Besides, they should pursue a similar policy in respect of other
industries a8 well.

The manufacturers on their part should make the best use
of these facilities by improving their technique of production and
marketing arrangements. For the present we are not concerned
with the technigune of production, but it needs to be pointed
out that an undue reliance upon the raw materialg, which are
costly and have a very limited scope for development, raises
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the cost of production and neutraliges the effects of the protective
tariff and the sympathetic rates policy. Thus, the scramble for
gabai grass, with it§ concomitants of high transport costs and
royalty, should be removed by mutual agreements between the
manufacturers to the advantage of all concerned. The competition
inter g of the local mills, both in respect of the purchase of
raw materials and the marketing of the finighed products, ehould be
put a stop to.  This would mean a substantial economy in general
costd, particularly of railway transport; waste would be
eliminated. We shall now briefly summarise our conclurions.

SUMMARY OF CONCLUSIONS

1. The per capita consumption of paper in comparison with
other countries of the world is deplorably low and if Gladstone’s
dietum that ‘the comsumption of paper is the measure of a
people's culture’ is correct, India requives a highly developed and
specialised paper mill industry.

2. But the study of the organisation of the Indian paper mills
reveals that they supply only a part of the demand for paper and
the deficiency is made good by imports from foreign countries.
Begides, a8 the Indian Tariff Board recorded, even with the
development of the paper industry, India would not be able
to become sgelf-gnflicient and a part of the supply will have
to be imported.

3. Production of paper ig centralised in Bengal and therefore
the cost of railway transport, both on the collection of raw
materials and the marketing of the finished product, is a very
perions handicap, which raiges the cost of production to a level
appreciably higher than that in other countries.

4, Thanks to the railway rates policy as pursued at present
this natural handicap ig being minimised.

5. ‘But the manufacturers on their part should improve their
marketing arrangements, and the spirit of muiual mistrust and
jealousy should be replaced by one of c¢o-operation and co-
ordination; the watch-word for the future needs to be efficiency
and economy.



CHAPTER IX

THE NEED FOR A NATIONAL POLICY

In the foregoing pages, a theoretical and analytical survey of
the railway rates policy as affecting the trade and industries of
this country has been presented. Separate chapters have been
devoted to the study of rates in relation to selected tradeg, and the
main conclugions brought out by the analysis have been summarig-
ed at the end of each of them. In this chapter an attempt will
be made to state the broad conelusions based on this detailed study.

INDIVIDUALISTIC POLICY

The most striking feature of the railway rates policy ag dis-
cussed in the preceding pages is the individualistic policy pursued
by the Indian railways. Doubtless, it iz difficult to visualise the
damage caused by the policy to the industrial development of this
country. Much less will it be possible to assess precisely the
harm done {o individual industries. However, in the body of
the book we have endeavoured to point out in broad outline, how
this policy affects the trades concerned with numerous illustrations
in support of our remarks. The detailed data which we have
collected wnmistakably demonstrate the injurious effects of such
a policy, and call for an urgent enquiry. Such a policy might
have had some justification when the Indian railways were owned
and managed by Companies, and the Government of India could
not exercise adequate control over their rates policy; but the
continuance of the same policy now that the nationalisation of
Indian railways has been accepted both in theory and practice is
hardly defensible., As has been frequently observed in the course of
the present study, even those lines which are directly managed by
the Railway Board are treated in matters of rate making as separate
gystems, and in through booking a consignment cannot avail of the
telescopic rates on the total distance traversed, if it travels over
more than one railway. It will be recalled that a digtinguished
official of one of the great Indian railways deposed before the
Indian Tariff Board in their enquiry on salt industry, that the
railways had built up their rating structureon the basig of separate
organisations, and therefore they were reluctant to depart from
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the game ag that would necegsitate the revision of the entire
rate structure. This conservative policy adversely affects in-
ternal as well as foreign trade, but more so the former, becauso
while the ports are linked with the internal centres by direct
lies of usually the same system, the internal traffic ag arule
hag to pass over more than one railway, We have analyged
the working of this policy in considerable detail, and have come
to the conclusion that the need for an early revision of such a
policy of rate making is paramount in the public interest.

COMPETITION BETWEEN RAILWAYS

Another important feature of the rates policy ag revealed by
our analysis ig the competition between the different ratlways for
traffic to and from the ports, which regults in the lowering of the
rates on competitive traffio, and thereby subsidiges the export of
raw materials and the import of finished products, to the detri-
ment of local industries. 'The local manufacturers pay relatively
higher railway freights both on raw materials collected from
internal producing centres, and in marketing their finished pro-
duectg in local conswming markets, This is not all. In market-
ing their finished products they find that whereas they have to
pay higher freight per unit, their foreign rivals conveniently
push their products from the mnearest port at substantially
reduced rates. The railway freight charged on this competitive
port traffic is similar to that quoted by the railway authorities
to utilise the unuded ecapacity of their plant which would
otherwise run to waste. Indian mabpufaciurers are thus made to
gubsidise their foreign competitors. 'This feature of our railway
policy adverscly aflects the utilisation of the raw materials pro-
duced within the country by internal factories, because it helps
the import of foreign materiald in our market. For instance,
if the cofton mills at Ahmedabad or Nagpur wish to utilige
the Punjab-American cotton, they have to pay higher railway
freight per mile, and therefore prefer to import foreign cotton
through Bombay at reduced rates. Further, this very coiton,
which the local mills find costly due to railway freight, the
Japanese exporters conveniently export at reduced rates
available from the cotton growing ftracts in the Punjab to
Karachi port. No wonder therefore, if as a result of this pernicious
rates policy, our cotton growers have to depend upon the
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Japanede export houses, The same i the cage with our other raw
materials,. Thiy excegsive dependence upon foreign demand for
our raw materialg is a very serious weakness in onr body-economie,
more 80 to-day in the face of growing economic nationalism. The
Japanege threat of the boycott of Indian cotton which enabled
Japan to exact onerous terms from the Government of India,
under the Indo-Japanege agreen-ent is only one of the several danger
signals which should make us zlert to safeguward our interests.
Exchange control, quoia eystem, clearing agreements, bilateral
treaties and such other restrictions have already affected the
demand for our raw materinls. Besides, in view of the growing
tendency for national self-sufficiency uwnder which agriculture, in
countries hitherto imporling our raw materialg, iz being protected
and subsidised, in future the foreirn demand for our raw materials
is apt to fall. Raw materials, if produced, will have to be largely
consumed within the country. India ig to-day primarily an
agricultural country, and in fulure too, if she wants to have stable
and flourishing mannfacturing industries, agriculture will continue
to hold the premier rank. It is therefore imperative that our
railway rates policy shonld be radically reviged and made to gerve
adequately the national interegts.

Another most conspicuous evil of this internecine port com-
petition in matters of rate making which fosters the penefration
of imports needs sufficient emphasis.  Such a rates poliey attemypts
to mainpulate the localisation of indugtries ag has been pointed out
in the foregoing pages. Indeed, to a student of railway economics
it comes a8 a surprige to note that the railways owned and directly
managed by the state, should in serving the ports continue to
indulge in this dangerous competition and seriously jeopardige the
true interests of the country, But the study of Indian railway
rated policy reveals a series of surprises of which this is only
one. This defect in the rates policy would automatically be re-
moved, if the railways under direct state management were to be
worked as one single gystem in fixing the rates, becanse in that
cage others would follow suit.

DIFFEREXNT GAUGES

Defeots in the construction of railways in this couniry have
an adverse effect on the maintenance and growth of internal trade
and industries, becauge Indian railways, from their very inception
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were planned and constructed to meet other more pressing
military and political needs. Dwelling upon the political interests
which the development of a net-work of railroads would promote,
Lord Dalhouste wrote, ‘It cannot be necessary for me to
ingigt upon the importance of a speedy and wide introduction
of railway communication throughout the length and breadth of
India. A single glance cast upon the map recalling to mind the
vast extent of the Empire we hold, the various clagses and interests
it includes, the wide distances which separate the several points at
which hostile attacks may at any time be expected, the perpetual
risk of such hostility appearing in quarters where it ig least
expected, the expenditure of time, of money and of life that are
involved.in even the ordinary routine of military movements, wonld
convince the urgeney of speedy communication.” He had realiged
that the New India which he had created, knitting together the
disconnected and distant areag resulting in an extensive territorial
homogeneity, by his forward policy of conguest and annexation,
could be made gafe, only if the collective resouvces of all the partg
could be made available for the protection of each. As the
President of the Railway Beord in England, he had gothered in-
valuable experience of transport agencies, and therefore he could
realise the fiction of controlling India mainly from the sea-
Dhoard, and also the strategic superiority which a net-work of
railway lines, connecting different inland strategic positions with
each other and with the ports, would impart to a country like
India. No wonder, thercfore, if even a casual observer can locate
the defects of our railroad congtruction. The main ports are well
gerved, being linked with the internal markets on broad guage, but
the lines connecting the internal centres of produetion and con-
gumption are generally numerous and involve a break of gauge.
How this most striking feature of our railroad system coupled
with their individualism in matters of rating has helped to curtail
the marketing area of internal industries has been explained in
detail in the preceding chapters, For ingtance, the Ahmedabad
mills have to pay relatively higher rates per mile while, catering
for markets in Bengal, Bihar, Origsga and the U. P. than the
competing imports, because the congignment hag to travel over more
than one railway system, and there is nsually the break of gauge
involving transhipment charges, delay, ete. Thus, lack of uni-
formity in gauge operates a3 a very serious handicap in the growth
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of our internal trade and industries, and therefore it ig eggential
that thig defect should be immediately made good by moulding the
rateg policy on proper lines.

ABSENCE OF RATE REGULATION

Another glaring defect is the absence of an active and alert
central authority to regulate and control the railway rates policy in
the public interest. The Railway Board as at present constituted
has failed to meeb the requirements of the business community.
This isdue to the spirit of ultra-conservatism which pervades the
entire bureauncratic system of this country, of which the railwayg
aro an eggential part, and makeg them averse to any change from the
statug quo. The reluctance of our railway authoritieg to modify the
present rating structure built upon the basis of separate organis-
ations, notwithstanding the repeated recommendations of several
Commisgions and Committees, is an cutstanding example of their
lack of adaptability and contemptuons disregard of public opinion.
The railway rates policy, indifferent to public opinion, can easily
frustrate a well-meant protectionist policy. In matters of rate
making it is essential that a free, dispassionate and progressive
mind should be applied ; specially because rate making is essen-
tially an art and not a science. A railreoad tariff, well adapted
to the growing needs of a dynamic society, is the product of a
long process of evolution, the result of z serieg of changes and
alterations, The primary task of the railway authorities is to
clogely scrutinise the effects of railway rates on the growth of
traffic with the aid of detailed traffic statistics, and in the light
of the experience gathered therefrom, to make prompt revisions
in the tariffs from time to time, 50 a3 to keep them abreast of the
changes in the economic and industrial structure of the areas served.
In view of this, the present Railway Board, to be ugeful to the
country, should be made more regponsible to public opinion and its
personnel revised so a8 to infuse a new life and a more progreseive
element in it. It is eggential that the Controlling Aunthority, by
whatever name it may be known in future, should be sufficiently
alert and responsive to public opinion. What ig needed i that
in matters of policy the Controlling Authority should have purely
Indian interests in view; it should act with greater responsibility
and effectiveness, becaunge it ig only then that the deep rooted
gugpicion in the public mind will be removed, and the railway
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systemn enabled to render the most eificient and economic gervice
to the people at the lowest cost.

PREFERENTIAL RATES

The prevalence of numeroug preferential rates is another mogt
glaring defect of our rateg policy. It is due to the lack of effective
regulation of rates policy on right lines. Therefore, to-day it is no
gecret to those interegted in raillway matters that the state has failed
to make adequate provision for protecting the Indian industries
againgt unfair and uneconomic diserimination in raie making,
The Indian buginess community has been pressing upon the
state since long, the need for making legislative provision to secure
an adequate guarantee of just and reasonable rates. The Railway
Rates Advisory Committee, appointed in 1926, has done useful
service to the commercial community but it has failed to go
far enough, The Committee ig essentially a compromise, a half
way meagure, and ag such ita powers and functions are subject to
gerioud limitations. 7The members do not possess the powers of a
judicial body, and the fact that the Government may or may not
accept the recommendation of the Committee after all the trouble
taken and expense incurred in investigating a case, has failed to
engender confidence in commercial circles.  Above all, the onug
of proof is laid on the complainant which undermineg the utility
of thig institution. What is needed is that the Rates Advisory
Committee should be turned into a Statutory Tribunal, The
experience of the working of the Committee gives added force
to this demand. The new Rates Tribunal should be constituted on
the lines contemplated by the Acworth Committee to solve fhe
anomalies of rate making in India.

A NATIONAL RATES POLICY

These defects reveal the magnitude of the task that awaits an
attempt at reform. The scheme of reconstruction should be broad-
based and elastic. It should be comprehensive enough to cope
with the variety of problems and the diversity of conditions. So
alge it should be gufficiently elagtic to adapt itself to the varying
requirements of our industries from time to time. An active
and energetic management of the railway rates policy calenlated
to foster a more rapid economic development of the country,
is neceseary. A national rates policy should be a true supplement

R. 42
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of the scheme of discriminating protection. The placid con-
tentment which breeds conservatism, and encourageg a pasgive
policy to serve only the demand that offers ilself should be re-
placed by a more aggressive policy. That the railroads not only
carry traffic but create one, ig a very familiar truth to the student
of transport economics, Thers is nothing novel or startling about
it. In almost all the industrially advanced countries, railways are
being worked on these lines. In Germany, railway rates are
carefully regulated to serve alike the Jocal industries and agricul-
ture. Qerman railways assist the export trade by preferential
tariffs carefully framed to enable the home manufacturer {o
enter foreign markels on favourable terms, and augment the
regtrietive influence of import duties on import traffic. In short,
German railways in matters of rate making are inspired neither by
the rulé of supply and demand nor by the necessities of competition,
but by the need to protect national industries against foreign
competition to aid the development of national geaporis, and to
permit the inflow of essential merchandise at a low price. The
railway rates policy is formulated and worked 8o as to supplement
the figcal policy of the country. Similarly, the American railroads
have moulded their rates policy 8o as to bring about the widest
development of markets and the greatest possible range of trade.
This should serve ag an object lesson for Indian railways. Our
railway rates policy should be an important and effective link
in the general economic policy of the country. The Railway
Authority of the fature should deal with the railways as one co-
ordinated national industry, and make suitable and timely changes
to help the economic progress of the country, if it is to justify its
independent and exalted position,
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