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NOTE.

The estimated cost of the Tariff Board during its enquiry into
the Coal Industry is as follows : — "8

Rs. a. P,
(1) Salaries of members and staff . . . 42,79 2 0

(2) Travelling allowance (including daily allow-
ance) . . . . . . . 7,068 6 0

(3) Printing . . . . . . . 2,270
(4) Contingencies . . . . . . 1,038 3 0
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MAJORITY REPORT.

CHAPTER 1.

Introductory.

In the Resolution of the (Government of India in the Commerce
Tha ousstion referred Department No. 47-T. (49), dated 30th
to the goard. September 1925, the Tariff Board were
directed to examine the question whether a

protective duty sxhould be imposed on imported coal. The Resolu-

tion reads as follows:—

““In accordance with the statement made m the Legislative
Assembly on the I5th of Mavch 1924, the Government
of India have now decided to refer to the Tariff Board
for investigation the question whether u protective duty
should be imposed on imported coal generally or on
coal imported from any particular country or countries,
and, if so, at what rates.

Firms or persons interested, who desire that their views should
be considered by the Tariff Board, should address their
representations direct to the Secretary, Turiff Board.”

9. As soon as the Resolution reached us, we invited the Indiun
The proposals of the Mining  Federation, the body which had
Indian “Mining Federa- taken the lead in advocating protection for
tion and the Board’s coal, to submit a statement of the proposals
Communiqué. which they desired to put forward. 1In
response to our invitation the Federation drew up and submitied, on
the 28th October 1923, a memorandum explaining at length the
measures which they recommended and the reasons which were held
to justify them. The proposals made were as follows:—

(1, The imposition of protective duties at  the following
rates:—-
(«) Ks. D aton on coul imported from South Africa;

(b) Rs. 10 a ton on coal imported from any other
country;
(¢) Half an anna a gallon on imported fuel oil.
2} The grant of a bounty of Rs. 3 a ton on coal exported to
foreign countries.
We were of opinion that the proposed duty on fuel oil and the pro-
] proj )
posed bounty on exported coal were bevond the terms of our refer-

ence, and we informed the I'ederation that we could not consider
them. At ithe same time we published (on the 6th November) a
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Press Communiqué (Appendix I) explaining our decision, and
inviting all interested in the matter to submit representations to
the Board regarding the proposed duties on coal. Along with the
communiqué we published also the memorandum of the Federation,
and a questionnaire designed to elicit opinions and to clear up the
tacis of the case.

3. Detailed answers to our questionnaire were received both
from the Indian Mining Iederation and
from the Indian Mining Association, while
the latter body submitted also a memoran-
dum in which their Committee reviewed the competition between
Indian and imported coal in certain markets, and recommended
the 1mposition of a uniform protective duty of Rs. 1-8-0 a ton on
coal imported from all countries. This memorandum was circu-
lated by the Committee to the members of the Association with the
remark that members were fully entitled to submit independent
views, if they so desired. Before the publication of the memor-
andum one firm—Messrs. Andrew Yule and Company—had express-
ed a desire to give evidence, but subsequently withdrew their
request and intimated that they endorsed the views expressed by
the Committee, and no other member of the Association addressed
us.  The claim to protection was thus put forward by the colliery
owners of Bengal and Bihar and Orissa, most of whom, though not
all, are members either of the Federation or the Association. The
mines in these two Provinces are responsible for nine-tenths of the
Indian coal output, and as the persons and firms interested in the
production of coal in other provinces or in the Indian States did
not approach us, they presumably do not expeet to benefit from
woteetion. The Mining Association numbers amongst its mem-
Lm\- {0 companies, firms and individuals, representing 334 coal
companies, with an aggregate output of 14 million tons, and there-
fore voices the opinions of two-thirds of the Indian Coal industry.
Similar figures for the Federation cannot be given, as our request
for information on the point was left unanswered, but we under-
stand that there are a number of colliery proprietors in Bengal and
Bihar who stand outside both bodies.

4. The invitation contained in our communiqué did not evoke

) . any widespread response. The Indian Col-
laf£g°2§° p rz‘z‘;g&ﬁ:f "™ liery Employees’ Association argued that

protection would lead to increased employ-
ment, or would diminish unemployment, and was therefore likely
to be beneficial. The claim to protection received further support
from the Bombay and Ahmedabad Millowners’ Associations, the
Madras Chamber of Commerce and the Indian Merchants’ Cham-
ber, Bombay. The Madras Chamber regard the rebate on export
coal given by the South African Railways as of the nature of a
bounty, and recommend that protection should be given to the
extent necessary to countervail the unfair competition. The view
of the Bombay Millowners’ Association is more guarded, for while
they oppose the imposition of a protective duty on all imported coal,
they favour such a duty if it is applied only to coal which is assisted

Froposals of the Indian
Mining Association.
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by bLounties or subsidies. The Indian Merchants’ Chamber, on the
other hand, are whole-hearted in their advocacy of protection, and
desire the addition of no less than three rates of duly to the existing
revenue duty of 8 annas a ton. They propose : —

(1) A duty of Rs. 2-8-0 on all imported coal tu compensate
for the rise in the rupee sterling exchange from ls. 4d.
to 1s. Gd. .

(2) A duty of Rs. 5-2-8 on South African coal to countervail
the Railway rebate.

(3) A special duty on coal imported from any country with a
depreciated exchange, varying according to the amount
of the depreciation.

Of these proposals () is considered in Chapter IV and neither (1)
nor (3) need be discussed at length. We cannot approach this ques-
tion on the basis that Indian and imported coal are exactly on a
level when the exchange is at 1s. 4d. and that the amount of protec-
tion needed is to be measured by the fall in the rupee value of im-
ported coal resulting from the rise in the exchange to 1s. 6d. The
only country with a depreciated currency which sends any coal to
India is Japan and the quantity of Japanese coal imported is so
small that its competition 1s negligible.

5. The opponents of protection include three firms who are
) interested as merchants in the coal trade,
agaiEn:f:d;lrlg:ectt?gg?md and four (‘hambers of Commerce (Bombay,
Upper India, Burma and Karachi). The
grounds of opposition are in the main that a clear case for protec-
tion has not been made out, that any measures which are likely to
add to the cost of fuel are prejudicial to industries generally, wnd
that a protective duty might injure the bunker trade. The objec-
tions to protection will be examined in Chapters III and IV, and
it is not necessary to discuss them here, but there is one significant
fact which deserves mention. None of the opponents of protection
desired to send a representative for oral examination, and the tone
of the representations did not suggest that their authors apprehended
any dire consequences if a protective duty were imposed. Had it
seemed probable that protection would lead to a general rise in coal
prices, every possible step would no doubt have been taken to em-
phasise the objections to an increase in the duty.
6. The only witnesses examined orally were the representatives
, of the Mining Federation and the Mining
omeorgg‘t‘i‘;g]“ S0urees  Association for we found no sufficient reason
’ for asking any of the opponents of protec-
tion to reconsider their refusal to give oral evidence. Many of the
written representations we received, however, have been of value
to us in our enquiry. Special enquiries were addressed to the Col-
lectors of Customs regarding the bunlgering of CO(:ll at the large
ports, to Messrs. Tata and Sons, Limited, re(ﬁ;ardmg @he cost of
hydro-electricity in Bombay and the new hydro-electric stations
now under construction, and to the Agents of the Great Indian



4 MAJORITY REPORT.

Peninsula and North Western Railways, the Bombay Millowners’
Association and the Chambers of Commerce at Bombay and Karachi
regarding the price of fuel oil. To all of these officers, public
bodies and firms we desire to record our obligations. Most import-
ant of all is the oral and written evidence of the Mining Federation
and the Mining Association. We are indebted to both bodies for
& prompt and willing response to many requests for information.
Finally, we have made free use of the facts and figures compiled by
the Indian Coal Committee and recorded in their Report, Appen-
dices and Evidence. The question into which they enquired was
not the same as that referred to us, but there is much common
ground, and their investigations greatly lightened our labours.

7. For the reasons explained in paragraph 8, we have found it
R advisable to consider first the probable
Report.nge ° ® results which are likely to follow the im-
position of a protective duty. On the one
hand, the producer may benefit by an expansion of his mavket and
by a rise in the price of coal, while, on the other hand, the consumer
may be injured if the cost of fuel is increased. These aspects of
the case are considered in Chapter II. The specific proposals of the
Mining Federation and the Mining Association are discussed in
Chapter 1IT. The Federation desire that a higher duty should be
imposed on coal imported from the United Kingdom and elcewhere
than on coal imported from South Africa, while the Association
recommend a umform rate of duty on coal from all countries.
The question to be answered, therefore, is whether there are suffi-
cient grounds for a protective duty which would apply to all im-
ported coal irrespective of its origin. Whether that question is
answered in the affirmative or in the negative, it still remains to
decide whether coal from a particular country should be subjected
to a higher duty than the ordinary rate. The assertion made is
that the rebates granted on export coal by the South African Rail-
way Administration are equivalent to a bounty and that the com-
petition of South African coal is unfair. The existence of a hounty
might justify the imposition of a countervailing duty even though
the case for protection generally had not been established, hut it
is worth noting that the claimants for protection do not ask for a
higher duty on South African coal. This aspect of the case is dis-
cussed in Chapter IV,



MAJORITY REPORT. K

CHAPTER I1.
The Probable Results of a Protective Duty on Coal.

8. An industry which asks for protection generally expects to
benefit by a higher price for 1ts products,
Necessity of investi- or by an extension of its market, or by both®
gating  the  probable [y iy nlies only a portion of the country’s
results of a protective . .1 .- ¥,
duty on coal. demand for similar commodities—and this
is the common case, for it is the nascent
industries which stand most in need of protection—it will usually
be found that prices arve regulated by the cost of importation, and an
increase in the import duties is followed by higher prices for goods
made in the country. A second result is a wide extension of the
area within which the domestic product can hold its own against
foreign competition, and consequently a substantial increase in its
sales. 'When these conditions exist no elaborate demonstration is
necessary in order to show that the protection given will be fully
effective. The circumstances of the Coal industry are very different.
The imports of foreign coal are only 21 per cent. of the domestic
consumption, and except in the sea-board markets most remote from
the coal fields, foreign competition is negligible or non-existent and
prices are regulated solely by internal competition between the
Indian mines. It is impossible to assume that a protective duty
will operate as in ordinary cases, and before its probable results
can be predicted, the relevant facts and figures require detailed
examination. [t is indispensable, moreover, that this point should
be investigated before the other aspects of the case are considered.
It is difficult to appreciate the weight of the arguments for or against
a protective duty on coal, until an attempt has been made to as-
certain to what extent the producer is likely to benefit, and the
consumer to suffer from the imposition of the duty. Tt is quite
possible that a duty imposed for protective purposes may be from
the first or may afterwards become, entirely inoperative whether
for good or evil. Tt is the object of this Chapter to state clearly
the important points, and to make it plain what a protective duty
on coal can do for the Coal industry and what it cannot.

Questions to be exa- 9. The two questions which we have to
mined. exanmine are:—

(1) To what extent would the sale of Indian coal be increased
by the imposition of a protective duty.

(2) To what extent would the higher duty increase the price
of coal in India generally, or in particular markets.

Neither question can bhe discussed adequately without frequent
reference to statistics, and while, so far as possible, figures have
been relegated to Appendices IT to VITI, thev cannot be excluded
altagether from the text. The attempt has heen made, however,
te avoid minute detail in thix Chapter, and to present rather the
hioad results and bring out the salient points.  For purposes of
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comparison we have tabulated in the Appendices the figures for the
four years immediately preceding the war—1910 to 1913—and the
figures for five post-war years—1921 to 1925. The figures of the
war years and of the years 1919 and 1920—we have excluded,
because they have little or no significance in our enquiry. Shipping
difficulties, which commenced almost from the outbreak of the war,
intensified as the struggle proceeded, and were mnot -effectively
«removed for two years after its termination. The result was an
almost complete suspension of the imports of foreign coal for five
years. For this reason it scemed advisable to make a direct com-
parison between the pre-war and post-war periods, omitting the
intervening years. Occasionally, however, it has been necessary to
refer to some feature of the war period in order to explain the
situation which arose in 1921 and 1922.

10. In 1910 twelve million tons of coal were raised in India of
which nearly a million tons were exported,
and the nett internal consumption* (includ-
ing bunker coal) was nearly 10 million tons
of which only 33 per cent. was imported. Tour-fifths of the im-
ports were British coal. There was little change in 1911, but in
1912 and 1913 new features came into prominence, and both British
and Indian coal lost ground to their competitors. By 1913 the
exports of Indian coal had dropped to three quarters of a million
tons, while the imports of foreign coal had risen from 333,000 to
858,000 tons of which less than one-third was British. Both Japan
and Australia sent larger quantities of coal to India, but the most
noteworthy fact was that the imports of South African coal increased
from 18,000 tons in 1910 to 176,000 tons in 1912 and to 246,000
tons in 1913. Tt was in these years apparently that the rebate of
railway freight on export coal was first granted by the South African
Railway administration. An increase in the absorptive capacity
of the Indian market, however, fully compensated for the decline
in exports and the increase in imports. The domestic consumption
in 1913 exceeded 14 million tons—an increase of more than 40 per
cent. in three years—while the output of the Indian mines rose to
over 16 million tons or by more than a third since 1910. It could
not be said, therefore, that foreign competition had seriously injured
the industry.

11. From 1916 to 1920 the imports of foreign coal only once
exceeded 50,000 tons and were therefore

ﬂlgor}gi;ii::s coalafrf::ﬁ{ne% negligible, while the exports of Indian coal
during and after the war. averaged 600,000 tons a year during the
quinquennium, During the first years of

the war the output of the Indian mines increased comparatively

The market for coal in
India before the war.

* The figures given as the nett internal consumption in any year is
arrived at by deducting from the coal raised in India in that year the coal
exported plus an allowance of 123 per cent. for wastage and colliery consump-
tion, and by adding the imports. The re-exports have not heen deducted
because they consist almost entirely of foreign coal transhipped direct from
vessel to vessel at Bombay and Karachi and used for bunkering. TIf it were
possible, it would be convenient to exclude all coal bunkered at Indian ports,
but complete figures are not available for any year prior to 1925.



MAJORITY REPORT. 7

slowly, and reached 18 million tons in 1917, but the three
following years witnessed striking changes. Production soared
to nearly 21 million tons in 1918 and to 22} million tons
in 1919, and then as suddenly dropped back to 18 million tons in
1920. There was an intensive and growing demand for coal in India
during these years, at first for munitions and later for the new
industries, which endeavoured to establish themselves during the
boom period, and prices moved steadily upwards. In 1918 agd
1919, moreover, the mines were raising far more coal than the
railways could transport and the stocks in the collieries rapidly
accumulated. In 1919 and 1920, the East Indian and Bengal
Nagpur Railways despatched only 30 million tons of coal, though
37 millions of tons had been raised in Bengal and Bihar and Orissa
in these two years. By the middle of 1920 industries were
threatened in many places with an actual shortage of coal, and the
situation was aggravated by the export of 11 million tons of coal in
1920. TIn June 1920 the (Government of India felt it necessary
to prohibit the export of Indian coal except under license, and
subsequently at various dates in 1921 to prohibit altogether the
export of coal to the Straits Settlements, to Aden and to Ceylon.
Meanwhile the shortage of shipping had at last been made good,
and high prices attracted to India foreign coal from many different
countries. More than three million tons of coal were imported
into India in 1921 and 1922, and as the domestic consumption of
coal during these years was about 36 million tons, the imports
supplied 8} per cent. of the demand.
12. The sudden invasion of the Indian market by large quantities
The Tndian coal market of foreign coal may have alarmed the indus-
from 1923 to 1925, try, but it soon became evident that imports
on the scale of 1921 and 1922 were a transient
feature, due to entirely abnormal conditions. The imports dropped
to a little over 600,000 tons in 1923 and to less than half a million
tons in 1924 and 1925. The exports which had dropped to 77,000
tons in 1922 have been slow to recover, and in 1925 amounted only
to 216,000 tons. Meanwhile the output of the Indian mines which
had been practically stationary from 1921 to 1923 at between 19
and 20 million tons rose to an average of 21 million tons in 1924
and 1925. The nett annual consumption of coal in India is now
approximately 18% million tons of which only 21 per cent. is
imported coal. It is important to make it clear that Indian coal
has for the last three years supplied a larger proportion of the
Indian demand than it did in 1911 and 1912 when, for practical
purposes, the only foreign competition was from British coal. South
Africa now supplies about two-thirds of the imported coal and the
United Kingdom a quarter (mostly Welsh steam coal for bunkering).
The imports from other countries are negligible.

13. The brief survey of the development of the Indian Coal

_ industry contained in the last three para-

IlmPO{tsz of f°1‘°18'; graphs will suffice to show that the demand

intornal mfmgl‘: cent. of g4y protection has been made in somewhat
/ ption. . N .

unusual circumstances. An industry which
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has increased its output by 75 per cent. in 15 years, can hardly claim
that it is suffering From lack of development, nor when it supplies
971 per cent. of the internal demand, can it argue that its hold
on its natural market is seriously shaken. There is no reason for
apprehending a recurrence of the heavy imports which occurred
in 1921 and 1922, for the conditions which produced them have
passed away. As in other countries, the price of Indian coal has
fallen back to a point not far above the pre-war level, and the
railways are now able to transport all the coal that the mines can
sell. In these circumstances the additional market, which protection
can give, is not more than 21 per cent. of what the industry already
has. It may, however, be argued that percentages relating to the
whole of India are misleading, and that though foreign competition
is unfelt in the greater part of India, there are particular Indian
markets where it constitutes a real danger against which measures
should be taken. Of such markets there are only four, namely,
the ports of Rangoon, Madras, Bombay and Karachi and the areas
in their vicinity which coal ecan reach more easily and cheaply
through the port than by an all-rail route. In the rest of India
it is admitted that foreign coal cannot compete. We shall examine
the circumstances at all these ports.
14. The representatives of the Mining Federation and the
The market for coal in Mining Association admitted that little was
_ to be feared from foreign competition in
Buvma and Madras Madras and Burma* and it Wiﬁ suffice to
state succintly the actual facts. In Burma foreign coal was about
4} per cent. of the total consumption from 1910 to 1912 and about
7 per cent. from 1912 to 1914. After the war the imports were as
high as 36 per cent. in 1921-22, but steadily diminished to 5
per cent. in 1924-25 with a slight increase to 7 per cent. in the nine
months ending in December 1925. Indian coal has now entirely
recaptured the share of this market which it lost temporarily in
1921. In Madras foreign coal was little more than 1 per cent. of
the imports by sea in 1910 and 1911 and about 4 per cent. in 1912
and 1913. TFor three years aiter the war the percentage of foreign
imports ranged from 15 to 25 but dropped to 81 in 1924-25 and to
5% in the last nine months of 1925. In this case also the pre-war
position has been re-established. The consumption of sea-borne
conl 1n Madras and Burma, both before and after the war, has
averaged about 800,000 tons a year, and the quantity of foreign
coal imported ix no more than 50,000 tons or 61 per cent. Tt is
evident that Indian coal can have little need of special assistance
in either provivce. It follows that only in Bombay and Sind is
foreign competition seriously felt and the circumstances of these
markets merit a more minute examination.
15. In the four years immediately preceding the war the sup-
The Bombay coal mar- plies of coal which reached Bombav
ket before, during and amounted in the aggregate to 1,200,000
after the war. tons a year, of which 95 per cent. came by

* The imports of coal into Burma and Madras by sea, before and after the
war, have been tabulated in Appendices IV and V.
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sea and only 5 per cent. by rail. During the first half
of the period three-quarters, and during the second half three-
fifths of the supplies were Indian coal. This weakening of
India’s hold on the Bombay market was mainly the result of
heavy imports of South African coal which rose from an average
of 18,500 tons in 1910-11 and 1911-12 to an average of 186,000 tons
in the next two years. During the war the imports of foreign
coal were negligible after 1915, but the restrictions on shipping had
another striking result, for the shipment of coal from Calcutta to
Bombay was suspended altogether for three years. During the
seven vears from 1914-15 to 1920-21 about 1,100,000 tons of coal
reached Bombay annually and more than three-quarters came by
rail, while for four years* in succession the rail-borne coal was
more than 90 per cent. of the arrivals. The years 1921-22 and
1922-23 were marked by a revival of foreign imports on an unprece-
dented scale. In these two years, out of a total tonnage of nearly
23 million tons, two-thirds were foreign coal and only one-third
was Indian. The three following vears of the quinquennium
witnessed two changes—a marked deciease in the consumption of coal
and a gradual recovery of the market by Indian coal. The total
consumption, which before the war was about 1,200,000 tous a year,
has averaged little more than 600,000 tons during the last three
years, while the proportion of Indian coal rose to about two-fifths
in 1923-24 to one half in 1924-25, and to three-fifths in the first
nine months of 1925-26. The nett result is that Bombay now takes
only half the quantity of coal which she required before the war,
and the Indian mines supply very nearly the same percentage of
the total as they did in 1912 and 1913.

16. The decrease in the consumption of coal at Bombay is
attributable not to any decline in industrial

_ Displacement of coal activity, but mainly to the displacement of
o dBl?)?él;z?’ele?:{ri;l:;I. °l coal by hydro-eleciricity and fuel oil. In
1913-14 there were 82 cotton mills in Bom-

bay City and Island all of which used coal as their sole source of
power. In 1924-25, 61 mills used hydro-electricity as their main
source of power, 23 used fuel oil either as their main source of power,
or for subsidiary purposes, while the number of mills still dependent
entirely upon coal was only 17. Most of the mills using hydro-
electricity, however, used also considerable quantities of coal for
the production of steam for heating, drying and bleaching. These
figures were supplied by the Millowners’ Association. The Bom-
bay Chamber of Commerce informed us that, apart from the mill
industry, they were not aware of any important industrial concerns
in Bombay that were consumers of coal. The power supplied by
the Tata Hydro Electric Companies in 1924-25 was the equivalent
of between 300,000 and 400,000 tons of coal,t while the imports of

*1916-17 to 1919-20.

+ The Bombay Millowners’ Association stated one ton of coal is equivalent
to 600-800 electrical units, according to the type of coal and steam plant nsed.
In 1924-25 the Tata Power Companies supplied 250 million units, It is on
this basis we have estimated the quantity of coal displaced.
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fuel oil in the same year amounted to 60 million gallons or about
250,000 tons which may be taken as equivalent approximately to
450,000 tons of coal. Fuel oil is used not only by cotton mills and
other industrial establishments, but also in bunkering ships (40,000
tons in 1923-24), and on the Great Indian Peninsula Railway
(82,000 tons in 1924-25). The completion of the new hydro-electric
stations now under construction will lead to a further displacement
of coal by electricity, but may not affect the import figures ap-
pfeciably. Nine-tenths of the increase in power capacity is
earmarked for use by the Railways in the electrification of the
suburban lines. But on the Great Indian Peninsula Railway oil
fuel is used on all suburban trains and in most of the main line
trains up to Igatpuri and Kasara. It appears from the evidence
given by the Agent of the Railway before the Coal Committee that
after electrification the oil burning locomotives will be transferred
to sections of the line more remote from Bombay. The coal that
will be displaced is therefore not coal which comes to Bombay by
sea, but coal which crosses India by rail and never reaches Bombay
at all. Tn 1913-14 the Great Indian Peninsula Railway imported
279,000 tons of coal into Bombay by sea, but none since 1921-22.
Most of the coal used by the Railway is now drawn from its own
colliery at Kargali in the Bokaro coal field and transported by rail,
but very little of it actually reaches Bombay.

17. In a later paragraph we shall give our reasons for believing
that, with rates and prices at their present
level, coal is not likely to lose much more
ground to oil and hydro-electricity, but on
the other hand it does not seem likely that many of the consumers,
who have abandoned the use of coal, will return to their first alle-
giance. The Bombay coal market requires 600,000 tons of coal
annually, of which three-fifths is supplied by Indian mines and two-
fifths from abroad. The market which might be captured cannot
be put higher than 250,000 tons. Of this quantity, however, about
150,000 tons is used for bunkering, or is re-exported as cargo, and
it is by no means certain that the imposition of a protective dut

would enable the Indian mines to secure the whole of this branc

of the trade. Coal is sometimes transhipped from vessel to vessel
without being landed, and in such cases, though duty is paid in
the first instance, a rebate of seven-eighths is subsequently granted.
The quantity of coal so transhipped at Bombay in 1925 was 40,000
tons, and if an increase in the duty were followed by an increase in
the price, it is probable that shipowners would resort to this prac-
tice on a more extensive scale. It is still more probable that, if
prices went up, fewer ships would bunker in %ombay, for the
shipowner in this matter is not amenable to coercion and has often
the alternative of bunkering at a cheaper port. At a time, when
the shipping trade is passing through a period of extreme depres-
sion, costs are narrowly scrutinized, and a small difference in the
price of coal may easily divert business elsewhere. At any rate,
it is clear that the re-exports of coal—all coal transhipped direct
from vessel is included under this head—must be deducted from

The present  market
for coal in Bombay.
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the capturable market in Bombay, and as the re-exports amounted.
to 51,000 tons in 1925, it is clear that protection could not give the-
Coal industry an additional market in Bombay for more than
200,000 tons, and quite possibly the actual increase in the sales of'
Indian coal might%e substantially less than this figure.

18. Before the war the great bulk of the coal which reached
Karachi by sea was imported for the use of
Pre-war imports of the North Western Railway. The figures.

1 at Karachi th . .
North: Westarn ’Rl;{'lm; supplied by the Agent of the Railway are-
as follows: —

IMPORTS BY SEA OF RAILWA Y (OAL
Indian. Foreign.
Tonsg. Tons,
1910-11 . . . . . . . . 363,205
1911-12 . . . . . . . . 192,809
1912.13 . . . . . . . . 292,644 27,326
1913.14 . . . . . . . . 283,682 165,394

The quantities of coal passing through Karachi for railway use
before the war were therefore substantial, and in two post-war
years—1921-22 and 1922-23—they were on a similar scale, 371,000:
tons of foreign coal being imported on Government account in the
former year and 317,000 tons in the latter. The post war imports-
were due, however, to temporary causes which have now ceased to
operate, and the Railway Administration no longer imports coal
by sea. As early as January, 1914, trials of oil fuel were commenced
on the Karachi section of the line, and, the results being catisfac-
tory, oil fuel had come into general use on the railway by the middle
of 1918 for a distance of 200 miles from Karachi. In 1924-25,
65,000 tons of fuel oil (estimated to be equivalent to 117,000 tons
of Bengal coal) were consumed by the railway and no coal was
imported by sea. The coal required for the sections of the railway
more than 200 miles from Karachi must, therefore, have been
transported by rail.

19. The coal (other t}lllan railway coz(zil) impi)rtﬁd iﬁt(;ﬂ?ind before
the war was used mainly for bunkering, but

“Thexﬁzﬁt f°{,ef§$§‘f supplied also the industl}:ial needs of Kgrachi
during and after the and its vicinity. The market though small
war. was growing rapidly, and the imports by sea
increased from less than 60,000 tons in 1910-11 to more than 120,000
tons in 1913-14. During the first three years of the period, the:
proportion of Indian coal was more than three-quarters, but drop-
ped to two-thirds in 1913-14 owing to larger imports from South
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Africa. wuning the war period, the importation of coal by sea
ways suspended, and Karachi was entirely (Ilepeudent on Indian coal
transported by rail. Imports by sea were resumed in 1920 but no
foreign coal arrived in that year. From 1921-22 onwards the coal
arriving by rail has been negligible. For the first three years of
the quinquennium beginning in that year, the annual mmports by
sea averaged 145,000 tons, but increased to 180,000 tons in 1924-25
and are likely to exceed 200,000 tons in 1925-26.* The proportion
of Indian coal, which was nearly three-fifths in 1921-22, dvopped
to u little more than a quarter in 1922-23, rose again to two-fifths
in the next two years and should be more than one-half in the
ccurrent year.  In this case also Indian coal is gradually recovering
the predominant position which it held before the war.

20. Karachi i> not yet a large industrial cenire and most of
the coal imported there is used for bunker-
ing. Statistics are not available for any
vear prior fo 1924-25, hut in that vear the
coal bunkered was 115,000 tons out of 179,000 tons imported, so
that the coal retained for internal consumption was ounly (4,000
tons. In the first nine months of 1925-26, the bunker.coal was
96,000 tons as against 159,000 tons imported. The buukering of
Indian and of foreign coal is not recorded separately, and it must
be presumed that the proportion of each is the same as in the import
figures. The total imports from foreign countries cannot be put
higher than 100,000 tons a year, out of which 60,000 tons would be
bunker coal. At Karachi, as at Bombay, bunker coal is sometimes
transhipped direct from vessel to vessel and in such cases it escapes
the import duty. The quantity dealt with in this way in 1924
was 22,000 tons, and still larger quantities would no doubt he
transhipped if the duty were raised. Probably not more than half
the bunker trade could be captured if a protective duty were
imposed.  The increase in the sales of Indian coal at Karachi,
which might result from protection, is therefore limited to 70,000
tons of which 30,000 tons would be bunker coal.

The present market for
coal at Karachi.

21. We have estimated that protection might increase the sales
o of Indian coal at Bombay by 200,000 tons
mE“};‘:ﬁi;“ c'o}:; mv:}r,li(:;: and at Karachi by 70,000 tons. The im-
a_protective duty could ports of foreign coal in Madras and Burma
g“\’g;?"‘y 300,000 tons might he extinguished altogether and these
sk amount at present to about 50,000 tons a
vear. The increase in output which protection can give is therefore
ne more than 320,000 tons, which is 1-7 per cent. of the total
consumption. The share of the Bihar and Bengal coal mines, who
are the most likely to benefit, might be as much as 300,000 tons.
"The output of these coalfields in 1925 was 18¢ million tons, and
if 12} per cent. be deducted on account of wastage and colliery
consumplion, the nett output is 16} millions. The increase in
sales could not therefore exceed 1-8 per cent. This is a maximum

* The imports during the first nine months of the vea
159,000 Sor year amounted to



MAJORITY REPORT. 13

figure, for less of the bunkering trade may be captured than we
have estimated. We shall now turn to the effect of protection
upon prices.

22. The Coal Committee found that the best Jharia coal (usually
known as selected Jharia) was the type of
The c.if. cost of the Tpdijun coal most closely resembling the
best Jharia coal at the ‘¢ b Africs al whiel otit t"‘ th
Indian ports. South African coal which constitutes the
bulk of the imports and therefore most likely
to displace it. The whole of our discussions with the represen-
tatives of the Indian Mining Association and the Indian Mining
Federation proceeded on this basis, and it is desirable to adhere
to it. The price of this tvpe of coal was stated to be Rs. 6-8-0
a ton at the pithead at the time evidence was taken, but it has
since fallen to Rs. 6 a ton, which is the figure given by both the
Federation and the Association after the Government Railway
contracts had been placed. In order to ascertain the price payable
at the overseas Indian ports it is necessary to add the transport
charges which have to be incurred up to arrival at destination.
The Coal Committee found that the transport charges, other tham
the sea freight, amounted {0 Rs. 5-2-6 a ton and with the rebates
subsequently sanctioned th's sum is reduced to Rs. 4-8 made up
as follows:—

Rs. 1. p.
Railway freight (nett) 3 0 6
Calcutta port charges 012 0
Grading fee 010
Wastage at 2 per cent. 030
Insurance 0 3 0
Finance 0 4 0

Totarn . 4 7_6

The Mining Federation would include in the transport charges an
allowance of 4 annas a ton to cover agency charges at destination
and would raise the allowance for wastage from 3 annas to 5 annas
a ton. It appears from the oral evidence that the allowance for
agency charges is intended to cover the cost of popularising Indian
coal at Bombay and Karachi by propaganda work. The evidence
suggests that it is only some of the colliery owners who find it
recessary to incur this charge, which in any case is not part of
the c.i.f. cost. As for the wastage we see no reason to alter the
Coal Committee’s figure which is accepted by the Mining Asso-
ciation. The c.i.f. cost of the best Jharia coal at the various
Indian ports is arrived at by adding to the pithead price the
transport charges up to the time of shipment and the sea freight
which varies for each port. The following table gives the c.i.f.
cost of selected Jharia at Rangoon, Madras, Bombay and Karachi,
the sea freights ziven being the actual freight payable in Oetober
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and November 1925 as supplied by the Mining Association. It is
assumed for the moment that Rs. 6 is the lowest price that would
be accepted for the best Jharia coal sold anywhere in India, and
that there is no competition from abroad :—

Price £, 0. b, . Cost c. i. f. port

Caleutta. Sea freight. of destination.

[ Rs. a. r | Rs. A. P Rs. . P

Rangoon e 10 8 0 | 4 00 14 8 0

Madras.....} 10 8 0 | 6 00 15 8 0

Bombay and Karachi | 10 8 0 1 6 8 0 17 0 0
|

23. At the time the Coal Committee made their enquiry
(January 1925), the c.i.f. price of Transvaal
bgeaonfrzi‘ﬁtsﬁgom Bé’:;- coal at Bombay was Rs. 19 a ton. The
8 2 present c.i.f. price, as given both by the
cutta and South Africa. i‘edemtion nnd1 the Assogiation, is Rs.y17 a
ton. Two-thirds of the reduction is accounted for by a fall in the
sea freight on South African coal from 12 shillings to 10 shillings
a ton. The following table compares the sea freights from (a)
Calcutta and (b) South Africa at various dates:—

Normal rate as October
January 1925, |estimated by the and
Coal Committee. | November 1925,

Rs. A P Rs. A, P Rs. a. P
‘Caleutta to Rangoon 5 0 0 6 0 0 4 0 0
Calcutta to Madras . . 6 0 0 612 0 5 0 0
Calcutta to Bombay or Karachi 700 8 4 0 6 8 0
South Africa to any Indian 8 0 0 8§ 00 610 8

port.

In estimating the freight normally payable on coal shipped from
Calcutta to other Indian ports, the Committee adopted what they
believed to be the rates at which twelve months contracts could be
placed, and for Bombay this rate was 4 annas in excess of the
South African rate. Actually, however, the rates from Calcutta
to Bombay have in two successive cold weathers been lower than
the rates from South Africa, and no evidence has been adduced
which suggest that on the average Indian coal will be subject to
a higher sea freight to Bombay than the freights payable on coal
from South Africa or the United Kingdom.*

® Tho freight to Bombay on coal from a British port was 12s. 9d. a ton in
November 1825,
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24. The Coal Committee found that most consumers in Bomba

Price obtainable for Would not purchase the best Jharia cmj
the best Jharia coal unless the c.i.f. price were lower than the
c¢i.f. Bombay. c.i.f. price of Transvaal coal by 8 annas a
ton, and their view is confirmed by the evidence we have taken.
In the nature of the case the figure must be an average, and no
doubt there are purchasers who would continue to buy South
African coal even if the difference in the price were as much as
Re. 1* a ton or more. It is safe, we think, to say that with
Transvaal coal at Rs. 17 a ton c.i.f., the best Jharia coal should
sell freely in Bombay at from Rs. 16 to Rs. 16-8 a ton c.i.f.
Acrording to information supplied by the Mining Association
business was actually done at Rs. 16-4 and Rs. 16-8 in October
1925. Since the c.i.f. cost of selected Jharia is Rs. 17 a ton, the
collieries must reduce their pithead price by from 8 annas to Re. 1
a ton in order to sell in Bombay. Prices and freights varv of
course from time to time, and the prices we have given are illus.
trative mainly. Their value lies in the fact that it is variations in
sea freights that are most likely to affect coal prices in Bombay for
the next two or three years, and that on the whole the freights from
Calcutta and from South Africa tend to rise and fall together. If
the sea freight from Calcutta went up and raised the c.i.f. cost
of the best Jharia coal to Rs. 18 a ton in Bombay, there would
probably be a compensating increase in the price of South African

coal and the relative position of the competitors would be un-
changed.

25. It will be evident from the table at the elnd of paragraph 22
; that South African coal cannot compete
hﬁ‘;ﬁ?“‘i’fm w‘,’,‘:{;’, n.‘:: seriously with Indian coal in either Madras
Indian coal except pws- or Burma for the Indian collieries can
g::z in  Bombay and under-quote Transvaal coal by Re. 1-8 a ton
) in Madras and Rs. 2-8 a ton in Rangoon, and
still realise the same price at the pithead as for coal sold anywhere
in India. It will be evident that the imposition of a protective duty
would not affect the price of Indian coal in either province, for it is
already regulated not by the cost of importation but by internal
competition. It follows @ fortior: that prices will not be affected in
any area in India that is more easily accessible from the coalfields
by an all-rail route than from the sea. In such areas foreign
coal stands no chance, and so long as the productive capacity
of the Indian mines greatly exceeds consumption, an increase
of less than 2 per cent. in the demand is insufficient to cause a
general rise in prices. The only question that remains is whether
in Bombay and Sind, prices are likely to go up as a result of
protection.

* A difference of Re. 1 in the c.i.f. price means a difference of Rs. 1-8-0

to the consumer owing to the revenue duty of 8 annas a ton on imported
coal,
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26. The Mining Federation take the view that the duties they
Comparison of the PIOPOSE might result in an increase in the
wrice of Jharia coal at price varying from Re. 1 to Rs. 3 a ton
Kombay with the price according to the quality of the coal, while
cf similar coal at Madras the Mining Association believe that the rise
and Rangoon. would be small, and recognize that an in-
crease in prices may be undesirable in the interests of the Coal
industry itself. The best evidence available on this subject is to
be found in the actual prices at which business has been done
in recent months at Rangoon, Madras and Bombay. Indian coal
already possesses in Rangoon the same advanfage over imported
coal as it would enjoy at Bombay if a protective duty of Rs. 2-8
a ton were imposed, and in Madras the advantage whith a duty
of Re. 1-8 a ton would give. Bombay is a rather larger market
than either Madras or Rangoon and is a more important bunkering
port. It is very unlikely that, if foreign competition were elimi-
nated, the colliery owner would be able to realize a higher pithead
price for coal sold at Bombay than for coal sold at the other two
ports. Figures supplied by the Mining Association will illustrate
this point and they are tabulated helow:—

C.i.f. prices of selected Jharia at various ports.

Rangoon, Madras. Bombay and Karachi.
Rs. A . p. Rs. A p. Rs. A, 2.
C.i. f. price . . . . 14 12 0 1612 016 8 O0tol6 4 0
Deduct sea freight . . . 4 4 0 5 4 0] 6 8 0Oto 6 4 0
3 ig 0
Other transport charges . . 5 2 0 5 2 05 20
Total deductions . . . 9 6 0 10 6 01110 Otoll 6 0
815 0
Pithead price . . . 5 6 0 6 6 0| 414 0
5 i‘l 0

These figures confirm the statement of the Mining Association that
‘“ shipment sales gemnerally, though not always, leave the seller
a lower equivalent f.o.r. colliery price than other sales, sometimes
8 aunas per ton, sometimes Re. 1, sometimes more. This would
pply to all ports, but more especially to Bombay and Karachi.”
The pithead price of the coal sold at Madras was very nearly
equal to the ordinary pithead price of selected Jharia at the time,
Vut the vrice of the coal sold in Rangoon was less by nearly Re. 1

and in Bombay by Re. 1-10. '
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27. The natural inference from the figures cited in paragraph
Extent to which pro- <0 is that the imposition of a protective
tection might raise the duty might be followed by an increase in
price of coal in Bombsy the price of Indian coal at Bombay and
und Karachi. Karachi of from 8 annas to Re. 1 a ton.*
It is doubtful, however, whether the price of bunker coal could
be increased without driving away trade, and the producers would
probably find that it paid them best to leave prices unchanged iw
order to make sure of capturing the market. In that case the
higher price would be paid only by the domestic consumer. It
1s not certain that even he would have to pay more, but at the worst
the rise in the price should not, on the average, exceed 12 annas
a ton. It may be asked whether the competition of fuel oil and
hydro-electricity might not of itself suffice to prevent any increase.
We do not think that this factor will come into play. It is not
necessary to go deeply into the question, but all the information
supplied by the North Western and Great Indian Peninsula
Railways, by the Bombay Chamber of Conimerce, the Mill-owners’
Association and Messrs. Tata and Sons, Limited, points to the con-
cclusion that, with coal prices at their present level, an increase
of about 12 annas a ton would be insufficient to induce such indus-
trial concerns as still use coal to incur the capital expenditure
necessary for the conversion of their plant. This is also the view
of the Mining Association and Federation.

28. Our survey of the conditions affecting the Indian Coal
industry has led us to the conclusion that
Effect of protection on the imposition of a protective duty might
}};?li::]iialand prices of i crease the sales of Indian coal by some
‘ 300,000 tons a vear (1.e., by less than 2 per
cent.), that the price in Bombay and Karachi to domestic con-
sumers might be raised at the most by about 12 annas a ton, and
that in the rest of India prices would not be affected. The coal
retained for domestic consumption at these ports is not more than
half a million tons in all. As the annual sales of Bengal and
Bihar coal amount to 16 million tons, the increase in the average
price received by the mines would be about 4} pies a ton. It is
evident from these figures that the consumer has little to fear
from protection, and the producer equally little to hope. Where
the conditions are such as prevail in the Indian Coal industry,
protective duties are all but impotent whether for good or evil.

29. Before concluding this Chapter it is necessary to mention
Probability of increas- briefly two points which will be more fully
ed sales of Indian coal at  discussed in Chapter TII but canncot

eB‘f’e’r'l’bfgo ugﬁ“gmteﬁ?;zcli‘; altogether be ignored here. The mine-

withheld. owners contend that, though they have to

* Tt is to be remembered that the prices quoted in paragraph 26 were
fixed before the grant of the rebates which (making allowance for the grading
fee of one anna) reduce the cost of transport by 11 annas a ton. The in-
crease in price referred to in the text is not, therefore, an increase over the
prices actually quoted in 1925, but an increase over the lower prices which
the rchate renders possible.
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accept Rs. 16-8 a ton c.i.f. for the best Jharia coal sold in Bombay,
intrinsically it is worth Rs. 18-8 a ton, for it is better than
Transvaal coal and as good as Natal coal which costs at least Rs. 18
a ton c.i.f. and Rs. 18-8 a ton when the present customs duty is
added. If this be so, the question at once suggests itself whether
the sales of India coal in Bombay and Karac%i are not likely to
increase substantially even though protection is withheld. A
difference of Re. 1-8 a ton has sufficed to reduce the imports of
foreign coal at Madras to negligible proportions, and the rebates
recently sanctioned give the Indian mines an advantage of 11 annas
a ton which they did not possess in 1925. In addition, the
establishment of a Grading Board gives the purchaser a guarantee
of quality which previously did not exist. If, in fact, the Indian
coal which reaches Bombay is as good as the mine-owners claim it
is, it should rapidly displace South African coal. In that case,
the additional market which protection can give must be a great
deal less than 300,000 tons.

30. We have said that protection might raise the price of
Indian coal in Bombay and Sind by 12

rig"?ﬁmﬁf:'} ri‘::?‘;f 03083 annas a ton, and this is correct from the
) price roducer’s point of view. It makes no

due to a protective duty. giﬂ’erence tophim whether the duty is Rs. 2
or Rs. 10 a ton, for once the price reaches the level determined by
internal competition it can go no higher. But the consumer looks
at the case rather differently. A high rate of duty would make the
importation of the best Welsh steam coal impossible and a con-
sumer who required that quality would certainly not agree that the
only difference to him was 12 annas a ton. The reply of the re-
presentatives of the Coal industr{ would presumably be that in
place of imported coal he will be able to buy equally good or better
Indian coal at the same price. The argument may have some force
when the consumer uses South African coal at present, but it is
inapplicable to a shipping line which wants the best Welsh steam

coal for bunkering.
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CHAPTER III.

Proposed Protective Duty on all Imported Coal.

31. In this Chapter we shall discuss the proposal that protective
Questions _ considered duties should be imposed on all imported
in Chapter ITL coal irrespective of the country of origin.e
The rates of duty proposed by the Mining
Federation and the Mining Association will first be considered,
and thereafter, the grounds on which protection has been claimed
and the objections of which account must be taken. We shall
postpone to Chapter IV the question of the South African railway
rebate on export coal, and in this Chapter we shall deal with the
demand for protection as if the issue of unfair competition has not
been raised.
32. The proposal put forward by the Mining Federation is that
Rates of duty proposed 2 duty of Rs. 5 a ton should be imposed on
by the Mining Federa- Natal and Transvaal coal imported into
tion. India, and a duty of Rs. 10 a ton on all
other coal. It will bg desirable to explain how these rates have
been arrived at, and this can best be done in tabular form. The

figures are as follows:—

Rs. a.p.
Raising cost of coal . . . . . .. 500
silowance for profit . . . . , .. 100
Jair selling price of second class coal . .. 600
Difference between the price obtainable for
second class coal and the best Jharia . . 300
Fair selling price of the best Jharia at the
pithead . . . . . . .. 900
Sea freight to Bombay and Karachi . . . 840

Transport charges other than sea freight after
allowing for rebates recently sanctioned* . 414 0

Fair c.i.f. price of the best Jharia in Bombay

and Karachi . . . . . 22 2 0
Present c.i.f. price of Transvaal coal in Bom-

bay and Karachi . . . . . . 17T 00
Duty required on South African coal . . 500

* The Federation have taken the transport charges at a figure higher by
8 annas a ton than the figure we have adopted, n the other hand they
have in this calculation ignored the fact that the best Jharia will not at
present realize the same price as Transvaal coal but about 8 annas less.
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The basis of the calculation is that Rs. 9 a ton is a fair price for
the best Jharia coal, and the underlying assumption is that the
industry is not receiving fair treatment if second class coal cannot
be sold at a profit. The imposition of a duty of Rs. 10 a ton on
coal other than South African is justified on the ground that
British coal realizes in Bombay and Karachi a price higher than
the price of the best Indian coal by Rs. 5 to Rs. 10 a ton. If
the best Jharia coal is to be sold in Bombay at Rs. 22 a ton, the
#rice of British coal must be raised to Rs. 29 a ton. North
country coal has actually been imported into Bombay at Rs. 19
a ton and the duty required is therefore Rs. 10.

33. The reasons advanced for subjecting coal imported from
No reason for imposing COuUntries other than South Africa to a
a higher duty on co,,if higher rate of duty cannot be substantiated,
other than Bouth Afri- and are not in accordance with the facts.
can. The coal which in the past has sold in
Bombay at a price higher by Rs. 5 to Rs. 10 a ton than the price
of the best Tndian coal is Welsh steam coal imported mainly for
bunkering. The f.o.b. price of the best Welsh coal in November
1925 was about 23 <hillings a ton, and it sold in Bombay c.i.f.
ut Rs. 24 to R« 25 a ton.  Coal sold c.i.f. in Bombay at Rs. 19
a ton would cost about 15 shillings a ton f.o.b. at a British port
which was approximately the price of ¢ best Newcastle ’ at the
same date.  If the difference in price between the two classes of
Puitish coal is a fair index of the difference in quality, the North
couniry coal cannot be better than Natal coal which sells in Bom-
bay at from Rs. 18 to Rs. 19 a ton, and if in fact its intrinsic
quality were such as to make it worth more by Rs. 5 a ton than
Natal coal, it must soon have ousted the latter, whereas the actual
imports of this elass of coal are quite small. In spite of the
marked fall in British prices during 1925, British coal has gained
no eround at the expense of South African coal, the imports from
both countries being practically stationary. It is clear that a rate
of dutv high enough 1o keep South African coal out of Bombay and
Karachi would he effective against coal from all other countries,
except when the importer wants the very hest steam coal for bunker-
ine. That is an entively special demand which India cannot
meet,

34. The calculations underlying the proposed duty of Rs. 5 a
Criticism of the pro- {071 on South African coal are open to
posed rate of duty on Vvarious criticisms. In the first place, it is
South African coal. not correct to take the freight from Calcutta
to Bombay at Rs. 84 a ton (the Coal Committee’s rate) if the price
of Transvaal coal is taken at Rs. 17 a ton. When the Committee
reported, the freight from South Africa was Rs. 8 a ton and the
c.1.f. price of Transvaal coal Rs. 19 a fon. The pre<ent freight
from (aleutta to Bombay is Rs. 6-8 a ton and from South Africa
Rs. 6-1G-8. In order to get a fair comparison the freight from
Caleutta cannot bhe taken higher than Rs. 7 since both freights
tend to rise and fall simultaneously. The duty required has there-
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fore been over-estimated by Re. 1-4 a ton. This, however, is-a
point of detail and there are other and more fundamental difficul-
ties. If a protective duty of Rs. b a ton is imposed on all imported
coal, the Indian producer will not (as the Federation admit) be
able to sell the best Jharia coal in Bombay for Rs. 22 c.i.f.
Bombay, and we have shewn in the last Chapter that internal
competition is likely to keep the price in the neighbourhood of
Rs. 17 a ton.  The Federation justify their proposal on the ground
that the rate of protection should be fixed high enough to be,
effective even during periods when second class coal can be sold
at a profit. What they mean is that, if internal conditions so
changed that the best Jharia coal could again command a pithead
price of Rs. 9 a ton, a duty of Rs. 5 a ton would enable them to
realize Rs. 22 a ton in Bombay. To this argument there are at
least two replies. In the first place, it would be a very serious
burden on other industries in India if the price of coal again rose
to the level suggested, and the very existence of some of them would
be endangered. In the second place, if the best Jharia coal sold
at the pithead for Rs. 9 a ton, the coal industry would be exceced-
ingly prosperous and would stand in no need of protection. The
Federation implicitly admit this in their representation to the
Board, for after pointing out that the importation of foreign coal
is only partly ]'e\'p()nsi}ﬁf‘ for the depression in the Indian coal
trade and that there have been other cauces at work, they say
““ Had the other depressing factors been absent, probably there
would have been no need for protection .
35. The truth is that the conditions of the Indian coal industry
Impossibility of fixing Make it impossible to fix the scale of pro-
the rate of duty on coal tection with reference to a ‘¢ fair’ price.
on the basis of a fair That can alwavs be done so long as the
price. domestie output is only a fraction of the
total consumption and the price is regulated by the cost of im-
portation. In such cases it is necessary to determine what is a
fair price for the Indian manufacturer, and it is usually possible
to raise the price by the amount of the duty imposed. But where,
as in the Coal industry, the domestic output is already more than
97 per cent. of the total consumption, and the price throughout
India, except in two small areas, is regulated solely by internal
competition, it is useless to determine a ‘ fair 7’ price, hecause
protection will leave prices unchanged. The Federation’s proposal
of a duty of Rs. 5 a ton implies a misconception of what protec-
tion can do for an industrv and what it cannot. There is no
magie efficacy in protection, and protective duties can operate
enlv when certain conditions are fulfilled. In the ecase of the
Coal industry, it is only in Bombay and Sind that a protective
dutv ecould raice prices, and even there the present price of the
best Jharia coal is only a little below the level at which internal
competition must in anv ecase hold it. Tt is for this reason that
we have ahstained from investigating the cost of production, and it
is for this reason that the Mining Association have limited their
proposals to the imposition of a protective duty of Re. 1-8 a ton
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in. addition to the exisfing Revenue duty of 8 annas a ton. A
duty at this rate would do all for the industry that protection can
do, and would provide some margin against the contingency that
steps might be taken by South Africa to counteract the duty by
lowering the price. With Transvaal coal at Rs. 19 a ton c.i.f.
duty paid, the best Jharia coal could be sold in Bombay at Rs. 18
a ton so far as foreign competition is concerned, though internal
competition might keep the price as low as Rs. 16-8 or Rs. 17 a ton.

Jf a protective duty is imposed at all, Re. 1-8 a ton would, we
think, be the appropriate rate.

36. Both the Mining Federation and the Mining Association
Depression in the Coal lay stress on the fact that the Coal industry
indusl:ry.l is passing through a period of depression
when prices are low, and many mines have
been forced to shut down or to curtail their production. Only
first class coal, it is said, can now be sold at a profit and the raising
of second class coal, except in mines where costs are unusually low,
involves an actual loss. It is this depression which in their opinion
creates the need for protection. The importation of foreign coal
is not, they admit, the chief cause of the industry’s troubles, nor
can a protective duty restore prosperity, but it will provide an
additional outlet for Indian coal, and so may alleviate the disease
which it cannot cure.

37. The fall in the price of coal during the last two years has
. been rapid and substantial. Between
]inli‘:“‘x:l B‘Ziec’:’f“ dec-  November 1923 and November 1925 the price
8 prioes. of selected Jharia dropped from Rs. 10-8
to Rs. 6-8 a ton, a decline of 38 per cent., and since then the
price has gone down by another 8 annas. Similarly the price of
Deshargarh coal fell from Rs. 12 to Rs. 7-8 a ton, of 1st class
Jharia and 1st class Raneegunge from Rs. 9-8 to Rs. 5-8 and of
2nd class Jharia from Rs. 6-8 to Rs. 3-8.* In paragraph 6 of
their representation the Mining Federation discuss the causes
which have brought about the decline, and mention inter alia the
importation of foreign coal, the extinction of most of the small
industrial concerns which came into existence during the post-war
hoom, the loss of the export market, and a reduction in the demand
for bunker coal in Indian ports. The suggestion clearly is that the
loss of certain markets for Indian coal is responsible for the
present low prices.

38. It is quite true that the overseas markets and the bunker
Present  consumption trade take less Indian coal than they did
of Indian coal higher before the war, and it is also true that many
than ever before. industrial concerns which were purchasers
of coal in 1920 have ceased to exist. But it is not a fact that
there has been any decline in the total demand for coal in India,
and it can be shown that the actual consumption has been higher
in the last two vears than in any previous period. In the follow-

* Tilel‘)%pnces Va;emtlﬂiosé“g“i_vénub;; the Mi;xing Association. The Fede-
ration gave lower figures which we are unable to accept as correct.
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ing statement the quantities of coal raised in Bengal and Bihar,
and the quantities despatched by the East Indian and Bengal
Nagpur Railways are given for the last 8 years:—

Quantity of coal
raised in Bengal

Y and Bihar and
ear. Orissa,

despatched by the
East Indian and
Bengal Nagpur
Railways,

Millions of tons. Millions of tons.

|
] Quantities of coal
(
I,

l

1918 . . . . 19D 16°y
1919 . . . . . . 209 14'8
1920 . . . . 162 162
1921 . . . . . . 17-3 141
1922 . . . . . 17°0 131
1923 . . . . . 17°8 143
1924 . . . . . . 191 16°5
1926 . . . . . 187 16-2

It will be seen that the output of coal was higher in 1924 than in
any previous year except 1919, and higher in 1925 than in any
vear except 1918 1919 and 1924, but whereas in 1919 less than
156 million tons were despatched by rail, more than 16 million
tons were despatched in each of the years 1924 and 1925. The
stocks at the collieries have admittedly diminished, and as there
1s no evidence of an undue accumulation of stocks elsewhere, there
must have been a real increase in consumption not only as com-
pared with the years 1921 to 1923, but also with the boom period
from 1918 to 1920. The reduction in exports and in bunkering
has been more than counterbalanced by the growth of the internal
demand.
39. The chief reason why more coal is now consumed in India
Reasons for  increased than ever before is the growth of the Iron
consumption of <ol and Steel industry. During the last two or
three years the exports of pig iron have
rapidly increased and are now an important branch of India’s
foreign trade. For every ton of pig iron exported from 1} to 1%
tons of coal are burnt in the coke ovens and blast furnaces, while
for every ton of finished steel manufactured nearly 4 tons of coal
are consumed. The rise in the output of Indian steel from about
125,000 tons in 1923 to about 300,000 tons in 1925, means an
increase in the consumption of coal by 700,000 tons a vear. If
the manufacture of steel at Jamshedpur had ceased (and this was.
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inevitable if steel were not protected), over a million tons of coal,
which are now used in making steel, would have been thrown upon
the market and prices would have been still further depressed.
It is impossible to ignore the fact that the Coal industry has
henefited to u far greater extent from the protection granted to
steel than it can possibly do from any protective duty on coal.

40. The present low prices of coal must be attributed not to a
Low price of coal due decrease in consumption, for there has been
to overrapid develop- none, hut to the fact that, though the
ment. demand has risen, the productive capacity
of the mines has increased still faster. From 1917 to 1921 the
mdustry was exceedingly prosperous. The demand for coal was
growing, foreign supplies were unobiainable, prices were steadily
vising and the most sanguine hopes were entertained as to the
prospects of the future. The natural and inevitable result was
that very many new mines were opened and development in the
~lder collieries was vigorously pushed on. Between 1914 and 1924
the numher of coal mines in Bengal and Bihar and Orissa rose
from 555 to 872,* while in the latter vear 1-9 million tons of coal
were raised in 215 mines which are not mentioned in the Returns
for 1920 and presumably were not then in existence. In the event
it has proved, as in many similar cases, that the prospects of the
future had been overrated, and that the mines could produce much
more coal than they could sell. In these circumstances a heavy
fall in prices was inevitable, though it was retarded for a time by
the wagon shortage.  So long us the railways were unable to move
as much coal as the mines could raise and sell, the quantity of coal
effectively on the market was restricted, there was increased com-
petition for the coal that could be moved, and the price in areas,
where foreign competition is unfelt, was maintained at an artificial
level. It was not until the railways could supply wagons
promptly to any colliery that asked for them, that the competition
hetween mines to secure orders became intense and prices fell to
their natural level.

41. The fact that productive capacity has for the time being
The excess of produc. Outstripped a growing demand is not a
tive capacity over demand sufficient ground for protection, for in such
not a sufficient ground circumstances there is alwavs a danger that
for protection. the unfit may be shielded from the conse-
quence of their own miscaleulations. Some of the new mines may
he favourably situated and able to raise coal cheaply, but in the
nature of the case there must be many which would never have
come into existence but for the boom, and cannot hope to survive
under normal conditions, Thev were started by their promoters
in the hope that profits would be large, and the fact that, with
prices at their present level, they cannot raise coal except at a
loss, gives them no claim to State assistance. The point is not
indeed of much consequence in this enquiry, for the increase in
sales resulting from a protective duty would do very little to enable

"% Of these only 696 raiced coal during the year,
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the less efficient collieries to survive. But even if they are left
out of account, it has still to be shewn why the State should inter-
vene on behalf of an industry which enjoys great natural ad-
vantages and is less exposed to foreign competition than almost
any other industry in India. Before a valid claim to the imposi-
tion of a protective duty on coal can be established, it must be
shewn that special circumstances exist which entitle this industry
{o exceptional treatment. One of the reasons suggested by the
applicants for protection, viz., the South African railway rebate om
export coal we shall consider in Chapter IV. The others will be
discussed in this Chapter.
42. Neither the disappearance of the industrial concerns which
. sprang up during the boom, nor the reduc-
in('irl:]s‘ir;lamtlo °f:51;i°s£::: tion in bunkering, in so far as that is due
from the State. merely to the substitution of fuel oil for
coal or to a decrease in the number of ships
calling at Indian ports can give the Coal industry a valid claim to
special State assistance. Protective duties cannot restore to an
industry markets which have ceased to exist.  The representatives
of the Coal industry, however, contend that the loss of the over-
seas markets® to coal from other countries was the direct result
of the various restvictions and controls to which coal traffic was
subjected in the vears following the war. In particular the
embargo on the export of coal came at a time when the shortage
of shipping was disappearing, and Indian coal must in any case
have had a hard struggle to hold its own in the neutral markets
of Cevlon and the Straits. The embargo removed Indian coal from
the field altogether, and gave its rivals time to acquire a firm
grip on these markets, The coal owners argue that, though the
action taken was no doubt dictated bv regard for the national
interest, vet in so far as injury was inflicted on it, the Coal indus-
try has now a valid claim to special help. Shipments of coal to
Bombay and Sind were not prohibited but were only permissible
under licence, and the supply of railway wagons was inadequate
and was strietly controlled, so that the coal trade with these
ports was carried on at a double disadvantage. These conditions,
it is wrged, were largely responsible for the dislike of Tndian coal
which grew up at Bombay and Karachi as well as in foreign ports
and led consumers to prefer South African coal.

43. The embargo may he partlv responsible for the displace-
The embargo on coal Ment of Indian coal in Ceylon and the
exports not a reason for Straits Settlements, but as shipments to
imposing a  protective Bombay and Karachi were not prohibited
duty on cosl. it could not affect these markets. The
argument apparently is, however, that the embargo was imposed
in the interests of the consumer who should not complain if he is
asked to pay more for his coal now in order to help the Coal in-
dustry.  The plea lacks cogeney for at Bombay and Karachi the

* This term includes Bombay and Karachi as well as such éxport markets
a< Ceylon and the Straits Settlements.
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interests of consumers could more easily than elsewhere be safe-
guarded without an embargo on exports, and the shortage in both
places was in fact relieved by heavy imports from abroad. It was
rot the Bombay and Karachi comsumers who derived the greatest
benefit from the embargo, yet it is they, and they only, who might
‘have to pay more for the coal they buy if the duty is raised. If
an industry is subjected in the national interests to some special
restriction by which it is injured, it may have a valid claim to
special assistance later on, but not necessarily to assistance in the
form of a protective duty. It was the export trade which suffered
from the embargo, and the measures which might make its recovery
possible are not within the scope of this enquiry. Whatever they
may he, a protective duty on coal is not one of them.

44. The best Jharia coal, it is claimed, is intrinsically superior
The prejudice against to Transvaal coal and as good as Natal
‘Indian cosl in overseas coal, vet consumers who are content to pay
'markets. Rs. 17-8 a ton (this figure includes the duty
of ® annas a ton) for Transvaal coal, and Rs. 18-8 and Rs. 19*
for Natal coal, will not pay more than Rs. 16-8 a ton for the best
Jharia. This is said to be due to a prejudice created by the con-
dition and quality of some of the coal shipped to Bombay in recent
years at the time when licences were necessary. Protection is
therefore needed until consumers have realized that Indian coal is
worth buying and can be obtained of satisfactory quality. It is
obvious indeed that, if the facts are as stated, protection is no
more than a temporary expedient, the need for which will soon
disappear. Tf the Tndian mines could sell the best Jharia coal
in Bombay for Rs. 17 a ton, they would realize as high a price
at the pithead as they can for coal sold anywhere else in India,
and there would be no difficulty in doing this with Transvaal coal
at the same price, if the purchaser believed that the Jharia coal
was worth Re. 1 more. TUnfortunately he has still to be convinced
-of the fact.
45. Whatever the reasons for the ° prejudice’ may be, there
is no doubt at all as to the facts. Many
The ‘prejudice’ justi- consumers in Bombay and Karachi will not
f::chb%n‘:i"i;‘:l“lco‘}:;“:;m (t); buy the best Indian coal in preference to
Bombay and Sind. Transvaal and Natal coal unless the differ-
ence in price is at least Re. 1 a ton in the
first case and Rs. 2 or Rs. 2-8 a ton in the second. The evidence
taken by the Coal Committee and by the Board in this enquiry shows
definitely that, consumers in Bombay and Sind dislike Indian coal
‘because the supplies which reached them in the past were often of
inferior quality, or not what they were represented to be. As the
‘Coal Committee put it, ‘“ The Bombay importer has to be convinced
not that there are good Indian coals but that he can be certain of
getting them.”” The higher price he pays for South African coal
is to all intents and purposes an insurance premium paid to ensure

* The Mining Federation give Rs. 19 a ton as the c.i.f. price of Natal
«coal which the duty would increase to Rs, 19-8-0. The evidence indicates,
‘however, that the price is actually a little lower.



MAJORITY REPORT. p¥

that the quality is right. The opinion of the consumer is weighty,
for his sole desire is to get the best value he can for his moneg,
and he has no motive for paying a higher price unnecessarily. It
is not uncommon to find that imported commodities command a
higher price than similar goods made in India, and where the
Indian industry is new, the fact may often be due to a prejudice
in the mind of the purchaser. But the dissatisfaction with Indian
coal cannot be explained in this way. It is deeply felt in markeds
which for many years drew the bulk of their supplies from Bengal
and by purchasers who had been in the habit of using nothing else.
If they consider that Bengal coal is inferior to imported coal, it
must be because the coal they received was in fact inferior. We
do not of course suggest that all the Indian coal shipped to overseas
markets in recent years has been unsatisfactory, for, in the words
of the Coal Committee, ‘‘ exporters who tried to maintain a high
standard have suffered from the action of those who neglected
everything but the chance of immediate profit.”” But the depth
and unanimity of the feeling expressed by witnesses to the Coal
Committee in every overseas market except perhaps Madras and
Rangoon, cannot be accounted for except on the supposition that the
evil had gone far, and that a considerable amount of unsatisfactory
coal was leaving the port of Calcutta.

46. Both the Mining Federation and the Mining Association

) have endeavoured to account for the preju-

, Explanation of the (jce against Indian coal, but their explana-

prejudice’ given by : . .

the mine owners, nations are inadequate. The specific ques-
tion put to them was: —

‘“ Do you consider that the prejudice referred to is justi-
fied by the condition and quality of the coal actually sent
to Bombay in recent years?”’

To this question the Federation gave the following answer:—

““ This again is a question of more or less historical interest
and is little instructive to study now. It can neverthe-
less be admitted that in the years 1919 and 1920 when
coal prices were high, the shippers who were generally
middlemen had no doubt to maie up a composite cargo
and ship a mixture of different grades of coal in order
to adjust prices. But the real difficulty which is now
experienced by the Bengal coal trade in retrieving its
position in Bombay is not ultimately one arising out of
these circumstances but is such as is attendant on any
attempt on the part of any trade to displace competition
which has captured a market.”’

The Association’s reply to the same question is as follows: —

‘“ Several cargoes of ‘mixed’ inferior coals which were ship-
ped in the early days of the post-war period might have

c
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helped to create this prejudice. At this time, anybody
—whether a Colliery owner or not—who wished to ship
coal was granted a licence, no check being put on quality.
In this connection, the difficult conditions under which
ships were loaded in past years by reason of the uncer-
tain and short wagon supply must receive serious con-
sideration.”’
In oral examination these replies were to some extent amplified,
but did not become perfectly explicit. Something was said of the
misconduct of the middlemen who handled the trade of the overseas
markets, of the inadequate wagon supply which often made it im--
possible to draw shipments from the most suitable collieries, and
of the restrictions to the free movement of traffic in the first four
years after the war (e.g., the necessity of obtaining licences for
exports to Bombay and Karachi), but it was not clearly explained:
how these restrictions had produced such unfortunate results.

47. Tt will be seen that both the Federation and the Association
Dissatisfaction  with attribute the unpopularity of Indian coal to
Indian coal not due the poor quality of part of the coal shipped
mainly to shipment con- in the post-war years, and the Federation
ditions. specifically mention the shipments of 1919
and 1920. It is certainly probable that the ‘ prejudice’ grew
up then, and in 1921 and 1922, when foreign supplies again reached
Bombay, purchasers were in a position to contrast the quality of
British and South African coal with what they had been receiving
from Bengal. But in 1919 and 1920 Bombay was getting only a
fraction of its requirements by sea. In the two years from April
1919 to March 1921 the quantity of Bengal and Bihar coal trans-
ported to Bombay by rail was nearly four times* as large as the
quantity shipped from Calcutta to the same destination. If the
quality of the coal sent by rail had been satisfactory in all respects,
it is 1mpossible to believe that the condemnation of Bengal and
Bihar coal in Bombay would have been so hearty or so unanimous.
It would be unfair to suggest that the conditions of the early post-
war vears had nothing to do with the unsatisfactory quality of the
Indian coal supplies at that time. Unquestionably, both the res-
trictions on shipping and the wagon shortage made it more difficult
for consumers-to get the coal they wanted, or any Indian coal on
which they could rely. The wagon shortage in particular led to
excessive stacking at the mines and consequent deterioration of the
coal stacked and was responsible also for a reduction in the quantity
of first class coal which could be marketed. But this is bv no
means the whole story. )
48. We do not thinl; that the two bodies, who represent the coal
Responsibility of the industry in Bengal and Bihar, have been
Coal industry for the able to show that the mines are innocent
unpopularity of Indian sufferers in this matter, and that the whole:
coal. responsibility rests elsewhere. It is no

* 1,661,837 tons by rail as against 454,358 tons by sea.
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sufficient explanation of the ¢ prejudice ’ that a few bad cargoes
were shipped in the early days ‘“of the post-war period.”” The
feeling against Indian coal is far too widespread and far too deep-
rooted to be accounted for in this way. It extends to every over-
seas port to which Bengal coal was exported, but it is not by any
means confined to these ports. Again and again during tke
Board’s enquiries (¢.g., into steel and cement) witnesses who receive
their coal by an all-rail route have complained of a marked
deterioration in the quality of the Indian coal supplied to them ir
the first vears after the war, and the consequent difficulties with
which they were faced. During the first three years after the war,
the demand for coal was insistent, and an absolute shortage was
constantly threatened. A good price could be obtained for almost
any quality of coal, and the temptation to push sales at the expense
of quality must have been very great. It would seem that the
temptation proved too strong for many suppliers, and that much
indifferent coal found its way to the various markets. If this be
so—and we do not think the evidence permits any other conciu-
sion—the mine owners cannot fairly ask that the results of the
mistakes made should be rectified entirely at the public expense or
at the expense of the consumer. On the recommendation of the
Coal Committee rebates have heen granted which reduce the cost
of transporting coal to Bombay and Karachi by 11 annas a
ton, and a Grading Board has been established whose certificates
should do much to satisfy importers that the coal they buy will
be what it purports to be. These are the obvious measures for
overcoming the ‘ prejudice ’ which is the only hindrance to the
free sale of Indian coal in Bombay and Sind, and if the coal
owners desire still further assistance, the onus lies heavily upon
them to show that they themselves are not partly responsible for the
unpopularity of Indian coal. We do not think they have succeeded
in doing so.

49. If, as we believe, the dislike of Indian coal in Bombay and
Unfairness of compell- Karachi is grounded not on prejudice but on
ing consumer to purchase the actual condition and quality of past
Indian coal. supplies, a method of assisting the industry
which operates by penalizing the consumer is not free from objec-
tion. We do not lay great stress on this point, for, as we have
already explained, the increase in price even at Bombay and
Karachi is likely to be quite small. It is worthwhile, however,
to remember what the consumer’s point of view may be. He turned
to South African coal because he so often received bad coal from
Bengal and Bihar, and the fact that he got bad coal in the past
will not seem to him a good reason why the coal he prefers should be
made dearer, or why he should be coerced into buying the coal that
he found unsatisfactory. It is hardly a sufficient reply to argue
that he will*be getting an equally good or better coal at a price no
higher than he pays for Transvaal coal at present. The proof of
the coal is in the burning, and if he is satisfied that he will get
good Indian coal, he will be ready enough to buy. He may need

c2
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a little persuasion but in every branch of trade it is the business
of suppliers to keep in close touch with their markets and take such
steps as may be necessary to attract custom. It is not clear that
the Indian Coal industry has been fully alive to the needs of the
situation, or sufficiently energetic 1n J’;a‘ling with it. The Coal
Committee in paragraph 120 of tkeir Report, after mentioning that
the number of firms engaged in the coal trade in the overseas ports
was small, wrote—

““We cannot but think that this fact should have made it
comparatively easy for the exporters of Indian coal to
renew touch with their old markets when the embargo
was removed had they taken energetic steps to that end
immediately. If they had done so, they would have
learnt at once of the dissatisfaction felt with the quality
of Indian coal and could have taken immediate steps to
remove the prejudices which lapse of time has only
made more deeprooted and consequently more difficult
to eradicate. We would strongly emphasise that, if the
exporters of Indian coal are to recover and to retain
their overseas markets, thev must endeavour to secure
closer personal contact with those markets than they
have had in the past. It is not necessary, and it would
be very expensive for the trade, to have permanent
representatives at the principal overseas ports, but if
frequent visits were paid to those ports by representa-
tives of individual firms or of a combination of firms,
they should, we consider, have valuable results. In
Bombay, for example, they might enable exporters of
coal to get into direct touch with consumers to the
mutual advantage of both.”

50. Our conclusion is that the Coal industry cannot fairly ask
Probable increase of Covernment to do more than it has already
shipments of Indian coal done to reinstate Indian coal in the good
to Bombay and Bind opinion of Bombay and Karachi importers,
without protection. and that, in the special circumstances of the
case, a method of assistance which might lay a burden on the
shoulders of the consumer is unfair. But there is another aspect
of the matter (already mentioned in Chapter II, paragraph 29)
which deserves attention. It is not likely that imports of foreign
soal into Bombay and Sind will ever cease altogether, for there will
always be some consumers who have definite reasons for preferring
a particular foreign coal, e.g., the importers of the highest quality
of Welsh steam coal. But it certainly seems probable that, even
without protection, Indian coal will before long supply a propor-
tion of the total demand in Bombay and Karachi at least as large as
it did before the war. Tt has been shown in Chapter IT how during
the last three vears Indian coal has been steadily recovering its
position in these markets, and now that transport charges have been
reduced and a Grading Board establishedlj progress should be
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accelerated.* The reductions in the coal freight by rail to Bombay
announced by the Commerce Member, when introducing the Rail-
way budget for 1926-27, should also give material help. From the
Ist April 1926 the freight on coal from Jharia to Bombay will be
Rs. 13-12-0 a ton whereas the transport charges vid Calcutta amount
at present to Rs. 12-12 a ton made up as follows: —

Rs. a. p.
Charges up to the time of shipment . . 4 8 0
Sea freight . . . . . . . 6 8 0
Landing charges . . . . . . 112 0

In addition there is the cost of conveying the coal from the bunder
to the mill which, according to the evidence taken by the Coal
Committee, is about Rs. 2-8 a ton. The terminal charges on coal
brought by rail to a mill and unloaded in the mill siding are not
precisely known, but it would seem that, even with the sea freight
as low as Rs. 6-8 a ton, the all-rail route to the Bombay mill will
be the cheaper and would certainly be so if the sea freight were
higher. This fact may of itself serve to hold the sea freight at a
reasonable level. If the shipments of coal from Calcutta to Bom-
hay and Karachi were to increase by about 100,000 tons, 75 per cent.
of the demand in these areas would be met by Indian coal, and
this is the actual percentage of Indian coal supplied in 1910-11 and
1911-12 when the imports of South African coal were negligible.
If the coal sent to these markets is in fact superior to Transvaal
coal, it should not be very long, with prices at their present level,
before 100,000 tons of foreign coal are displaced by Indian coal.
But in that case the increase in output which protection can give is
not 300,000 tons but 200,000 tons for an increase in sales of 100,000
tons at the expense of foreign coal is probable whether protection
is given or withheld.

51. The remaining reasons suggested for according exceptional
National importance of {reatment to the Coal industry hardly
the Coal industry and Tequire detailed discussion. It is argued by
unsalability of second the Mining Federation that coal deserves
class coal. protection on national grounds, and that

* The following table compares the figures for JamIary 1926 w'i;iﬂth_;;
monthly average of 1925:—

January 1926, Monthly average

1925.
Thousands of Thousands of

tons. tons.

Imports . . . . . 22:9 40.7

Exports . . . . . . 333 18:0

Excess of imports . . . . . 227
Excess of exports . . . . 104

Shipments from Calcutta to Indian
ports . . . . . . 1160 85.5

The figures are interesting but it is unsafe to found any inference on the
results of a single month.
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therefore the conditions which should ordinarily be satisfied, are
not applicable. It is a sufficient reply to this argument that, while
it is unquestionably important that India’s coal resources should
be developed on an adequate scale, so that they may be ready for
use in an emergency, it 1s a very small matter whether the annual
output of Indian coal is 21 million tons or 213 millions. In this
case protection cannot lead to any development worthy of the name.
Another plea put forward by the same body is that, at present
prices, second class coal cannot be sold except at a loss, and if pro-
tection is not given, will disappear from the market altogether.
This line of argument admits of at least two answers. It is
exceedingly doubtful whether protection would do anything at all
for second class coal. It is possible that, if more first class coal
were sent to Bombay and Karachi, it would be taken off the market
in Bengal and Bihar and so create a larger demand for second class
coal. The evidence we have taken, however, rather points to an
opposite conclusion. It was stated by the representative of the
Mining Association that the Bombay and Karachi demand could be
met by an increased production of first class coal which would leave
the amount of first c{)ass coal on sale in Bengal and Bihar undimi-
nished. This may very well be so. The difference of Rs. 3 a ton
between the price of first and second class coal means a percentage
difference varying from 50 per cent. at the pithead to 30 per cent.
at Calcutta and second class coal may be equally good value, price
for price, in that area. But it is quite another matter in Bombay
or Karachi where the percentage difference to the consumer is less
than 20. Only first class coal can stand the heavy freight charges,
and it is quite possible that an increased demand at Bombay could
be met by a larger output of first class coal. The excess quantity
is not produced at present because it does not pay to raise it in the
face otpthe competition of second class coal in the vicinity of the
coal fields. A new demand from an area where second class coal
stands no chance, might make it worth while to raise more first class
coal. The second objection is of a different kind. It is not a merit
in conl to be second class, and the only reason why such coal finds
a sale at any time is because enough first class coal to go round
cannot be raised at competitive prices. It iz quite impossible for
Government to determine what quality of coal 1s worth producing,
and to find a market for all coal that does not fall short of the
standard. That is a matter which must be left to the operation of
the ordinary economic laws.

52. Our examination of the proposal to place a protective duty on

all imported coal has led us to the conclusion

Summary of the rea- {}at the case has not been made out. The
fi?t; :ﬁa‘iﬁs?m&po}xﬁ?i&x first condition laid down by the Fiscal Com-
mission is satisfied for the industry possesses

great natural advantages, but the second condition is not satisfied,
for protection would not result in development. The increase in
the sales of Indian coal would not exceed 300,000 tons at the outside,
nud an increase of at least one-third of that amount is probable
aven if the duty is not raised. The third condition is satisfied in
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this sense that the best Indian coal could even now be sold at
Bombay and Karachi in competition with South African coal at a
price which would give the colliery owner the same price at the
pithead, as for coal sold anywhere else in India, were it not that
many consumers in these two cities will not buy it, unless its price
is about Rs. 2 a ton less than the price of the best South Africam
coal. The best Indian coal is not in fact inferior to the best South
African coal, but the opinion of importers in the west of India is,
justified by the condition and quality of much of the coal received
from Bengal in recent years. It is for the mine owners to remove
the prejudice of which they complain, and there is no reason why
they should not succeed in doing so before long, now that coal certi-
fied by the Grading Board when shipped from Calcutta receives a
rebate which reduces the cost of transport by 11 annas a ton. The
bad condition and quality of much of the coal shipped to Bombay
and Karachi in recent years is attributable in part to the restric-
tions imposed on coal traffic in the first years after the war, but
is due also to the default of the coal industry itself or of some of
its members. In these circumstances, it would be unfair to put
pressure on consumers in western India by making the coal they
prefer more expensive. The depression from which the industry
is suffering is due not to any falling off in the demand for coal but
principally to over-rapid development—the result of a period of
high prices. This depression is not in itself a sufficient reason for
imposing a protective duty, and none of the reasons for according
special treatment to the industry suggested by the colliery owners
warrants such action. An increase in the duty would leave prices
in the greater part of India unaffected, and even in Bombay and
Karachi the maximum increase possible at present is about 12
annas a ton. A protective duty on all imported coal is not, there-
fore, open to attack on the ground that it would be a heavy burden
upon industries. But in principle all measures which tend to raise
the cost of fuel are prejudicial to industrial development, and
should not be taken unless the reasons for them are cogent and
convincing. For these reasons we are unable to recommend the
imposition of a protective duty on imported coal generally. There
still remains the question whether a duty on South African coal
only could not be justified on the ground of unfair competition and
to 1t we now turn.
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CHAPTER 1V.

Proposed countervailing duty on South African coal.

53. From the figures in Appendix IIT it will be seen that two-
thirds of the coal imported into India
Complaint of the mine annually is South African, and it is these
fi‘:’):erifthig;n:th}f pbetl- imports which are the special grievance of
coal is unfair. the Indian coal industry. The mine owners
contend that, without substantial assistance
from the Union Government, South African coal cannot compete
successfully with Indian coal in any Indian market. The South
African railways are the property of the State, and in order to
develop the export trade the coal freights on these railways, it is
said, have been so adjusted that export coal is conveved to the ports
at a rate which is uneconomic and does not cover the cost of trans-
port. The concession to the export trade takes the form of a rebate
of a very large part of the freight paid on all coal that is exported,
and the plea advanced is that this rebate is indistinguishable from
a subsidy. The competition of South African coal is therefore un-
fair, and the Indian coal is entitled to protection against it. This
claim, it is urged, would still hold good even if no sufficient reasons
were found for imposing a protective duty on foreign coal generally.
The tariff legislation of many countries has armed the executive
Government with power to prevent the injury which domestic indus-
tries must suffer if bounty fed or subsidized commodities are allowed
free entry, and the principle is accepted hoth by countries which
have definitely adopted protection and by some which have not.
The Indian Tariff Act indeed already contains a section (8A), in-
serted in 1899, which contemplates the impositions of a counter-
vailing duty when bounties are paid, directly or indirectly, on the
exportation of articles from other countries, and the power given
by the Legislature should now be exercised. Such in substance is
the case which we have to examine, and it will be necessary first
to explain what the facts are as regards the South African railway
rebate, then to determine, as far as our information permits,
whether the rebate amounts to a bounty or subsidv, and finally to
consider whether it is advisable in the circumstances to impose a
countervailing duty on South African coal.

54. The history of the railway freight on coal exported from
South Africa is long and complicated and
has been fully discussed in a separate note
by Mr. Ginwala. It will suffice to state the
main facts more briefly here. The exact date when special con-
cessions to export coal were first granted by the South African Rail-
wav Administzation has not been ascertained, but they were cer-
aunly in existence before 1916 and probably as early as 1913.
There have been several variations in the system, but the general

Coal freights on the
South African railways.
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outlines have remained the same. There is, in the first place, the
ordinary freight on coal which is consumed in the country itself
and is neither bunkered nor exported; there is, in the second place,
a uniform® freight on bunker and export coal, which before the
war was lower, and since the war has been higher, than the ordinary
rate: and, in the third place, a rebate of part of the freight is granted
on all coal exported and part of the coal bunkered. In effect,
therefore, there are three separate tarifts applicable respectively
to—

(1) coal for internal consumption,

(2) the bulk of the bunker coal, and

(3) all export coal and part of the bunker coal.

The following table gives the actual rates charged at various dates
per ton of 2,240 pounds?t : —

|
l
i , Difference Difference
: between the between the
Domestic | Bunker | Export domestic ~ bunker
rate. rate. | rate. rate and rate and
1 the export  the export
‘} rate. rate.
£s. d £ s d £ s d | €od £ s d
Up to 1916 . .010115068%066% 056 01 1}
1920 . .loi2 7 130;091 036 0131l
1921 . .|012 7 0155'063-.; 063 09 11
1922-25 . L1012 7 0150;06 3% 0 6 38} 0 8 8
i
| i

The special concessions granted in respect of bunker coal are as
follows : —

(1) In 1920 the export rebate was granted on coal bunkered by
vessels which carried full cargoes of export coal.

(2) In 1921 the concession was extended to vessels carrying
cargoes of export coal of not less than three quarters of
their total capacity.

(3) In 1922 it was again extended to vessels carrying 5,000
short tons (4,464 long tons) of export coal whatever their
capacity.

(4) Finally in 1925 the rebate, which had hitherto been paid
only on the bunker coal required on the outward voyage,

was also granted on coal burnt on the return voyage to
South Africa.

* Tn 1921, different rates were applicable to bunker and to export coal,
but the statement in the text is correct for other years. .

+ Throughout this Cha})ter the tons referred to are ‘‘ long ”’ tons of 2,24C
Ibs. except when ‘‘ short ’’ tons (2,000 Ibs.) are specifically mentioned.
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95. Except in 1921 (when different rates were fixed for bunker
Difference between and export coal) the amount of the rebate
export and domestic 8Zranted is equal to the difference between
freight—the primary mea- the bunker rate and the export rate in the
sure of assistance given to  table in paragraph 54. In all the discus-
export trade. sions on the subject that have come to our
notice, it has been assumed that the rebate is a correct measure of
the special assistance which the South African coal trade receives.
This view is, we think, erroneous, for it ignores the fact that up to
1916, the bunker rate was very much lower than the ordinary rate,
and since the war appreciab{y higher. * If the rebate is equated
with the bounty, the result is to under-estimate the concession
granted to the export trade before the war, and to exaggerate the
help it has received since the war. The natural measure of the
special assistance granted to export coal is (subject to certain quali-
fications) the difference between the domestic rate and the export
rate. If export coal paid the usual domestic rate it would obviously
be impossible to argue that it was receiving any special help from
the Government, and no complaint of unfair competition could
stand. Tt is only in so far as export coal is charged less than the
ordinary domestic rate that it receives specially favourable treat-
ment. It will be seen from the table in paragraph 54 that (except
in 1920 when it was smaller) the concession, both before and after
the war, means the transport of export coal at half the domestic
rate.
56. The extent of the special help which the South African
export coal trade receives is measured
The ~higher rate on ,/iiarily by the difference between the
bunker: coal domestic and the export railway freight
from the coal fields to the ports, but there are two other factors to
he taken into account of which the first is the higher rate charged
on bunker coal. We have alluded in earlier paragraphs to the fact
that the bunkering trade is very semsitive to price, and that an
increase in the price of coal at one port is likely to drive the trade
to cheaper markets. 1In these circumstances it is natural to enquire
how it has been possible for the South African Railways to charge
bunker coal at a rate which exceeds the domestic rate by 2s. Hd.
a ton. The explanation is, we think, to be found in the long djs-
tances which separate South African ports from those of Australia,
South America, India and the Far East, and compel ships that
touch at a South African port to replenish their bunkers before
proceeding. Moreover, even with the higher railway freight on
bunker coal, Durban and Delagoa Bay may still be relatively cheap
bunkering ports as compared with any alternative port to which
vessels might resort. In these circumstances it may be quite pos-
sible to increase the freight on bunker coal to some extent without
driving away trade and so causing loss of traffic to the railways.
The higher rate on bunker coal must, we think, be regarded as an
application of the familiar principle “all that the traffic will
bear,” a maxim which has much to do with shaping railway tariffs
in most countries. If our view ir correct, the increase in the
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bunker rate at once makes it possible to effect an equivalent reduc-
tion in the export rate without loss of revenue, and if the reduction
in the export rate led to larger expotrs, the railways would gain
from the resulting increase in the traflic they carried. In such a
case the adjustment of rates directly benefits the income of the line,
and would be sanctioned by any railway administration, whether
it was acting on behalf of the shareholders of a company, or, as in
South Africa, on behalf of the national Government. No questich
is involved except such as constantly lead to freight changes on all
railways. During the three years 1922-23 to 1924-25, the annual
exports of coal from South Africa averaged 1,592,209 tons, while
the coal bunkered at South African ports amounted to 1,578,586
tons a year, i.e., for every ton of coal exported a ton of coal was
bunkered. It follows that, so long as the bunker rate was higher
by 2s. 5d. a ton than the domestic rate, the export coal could be
carried at a rate lower by the same amount without loss of revenue,
because the railway receipts on bunker and export coal together
would be the same as if both had been carried at the domestic rate.
This factor must, we think, be taken into account in determining
what subsidy, if any, the coal exported from South Africa receives.

57. In the last paragraph it was assumed that the whole of the
Payment of the export coal bunkered in South Africa was carried
rebate on bunker coal at the bunker rate, and the fact that large
used by ships carrying quantities of bunker coal receive the export
export coal. rebate was ignored. It is not possible to
estimate, except very approximately, what proportion of the bunker
coal is carried at the export rate. We are informed* that the
voyage from Durban to Bombay occupies about 17 days and that
the coal consumption of a vessel of 5,000 tons capacity steaming
10 miles an hour would be at the rate of 25 to 30 tons a day. The
consumption of a vessel of 10,000 tons capacity would be about
double. On that basis a vessel carrying a full cargo would burn
during the voyage a quantity of coal equal to 9 per cent. of the coal
she carried. But there are numerous complications for which some
allowance must be made. The vessel may be carrying coal only
to three-fourths of her capacity or, if her capacity exceeds 6,000
tons, may be carrying only 4,500 tons.t Also the vessel may be
carrying part of the coal for the return journey in addition to the
coal required on the journey out. In all these cases the percentage
would be higher than for a vessel making a single voyage with a
full cargo. Thus, for example, if a ship of 10,000 tons capacity
with a cargo of 4,500 tons of coal carried bunker coal sufficient for
a three weeks voyage the percentage would be 25. The extent to
which the cost of the sea transport of coal would be reduced by the

* Messrs. Mackinnon Mackenzie and Company state that ‘‘ the daily con-
sumption at sea of a reasonably up-to-date cargo steamer of the capacity
of 5,000 tons would be about from 25 to 30 tons, and for a_steamer of
10,000 tons from 50 to 60 tons. These figures are hased on a daily run of
about 240 miles, i.e., 10 knots per hour.”” For the distances between
Calcutta, Durban and Delagoa Bay and certain ports, see Appendix VIII.

+ The minimum quantity which the larger vessels must carry in order
to earn the rebate is 4,164 long tons.



3> MAJORITY REPORT.

rebate on bunker coal carried by coal exporting vessels would vary
with every voyage according to the proportion of coal carried, and
according to several other factors none of which can be exactly
determined.  In these circumstances all that is possible is to give
a waximum figure, and we do not think that the quantity of bunker
coal, which receives the export rebate, can exceed 20 per cent. of the
(uantity of coal exported. That proportion would be high enough
> enable a 5,000 ton vessel with a full cargo to perform the double
journey from Durban to Bombay and back, a 10,000 ton vessel with
5,000 tons of coal to perform the outward voyage only, and a vessel
loaded to three-fourths capacity to perform the outward voyage and
patt ot the return voyage. The proportion of bunker coal which
actually receives the export rebate may be less than 20 per cent. on
the average but to what extent it is impossible to say.

58. 1f 20 per cent. of the bunker coal is carried at the export
Sacrifice of revenue by Tate, then the revenue sucriﬁ.oe by the South
the South African rail- African railways on bhehalf of the export
ways n the interests of coal trade can he estimated. TFor every ton
the coal export trade. of coal exported four-fifths of a ton of
bunker coal is carried at the bunker rate and one-fifth of a ton at
the export rate. The calculation is as follows:—

£ s d.
Freight paid on 4/bths of a ton of coal at 15
shillings a ton . . . . . . . 012 0
Freight paid on 14th tons of coal at 6s. 31d. a
ton . . 0 7 6}
Total freight paid on 2 tons of coal of which one ton
1s exported and one ton is bunkered . . . 019 6
Freight on 2 tons of coal at the domestic rate—
125. 7d. a ton . . . . . . . 02 2

Revenue sacrificed for every ton of coal exported . 0 5 7%

The basic assumption is that, so long as the freight paid on bunker
and export coal together is not less than what would be paid at the
domestic rate, no question of bounties or subsidies can arise. The
abeve calculution shows that, unless the bunker coal carried at ex-
port raies is more than one-fifth of the total quantity of coal bunker-
ed the subsidy cannot exceed ds. T1d. a ton. The sacrifice of revenue
by the South African railway administration on the bunker and
export coal together seems to us the most accurate test to apply in
determining the special assistance which the export trade receives.
So long as no revenue is sacrificed, an adjustment of railway rates,
which favours export coal, cannot fairly be regarded as equivalent
to a bounty. It may be argued on the other hand that, though the
grant of the rebates on bunker coal carried by coal exporting
vessels is intended to lead to a reduction in the sea freight on
South African coal, it may not in fact do so. Tt is a sufficient reply
that the only conceivable object of giving the concession is to obtain
a reduction, and that the system has remained in force for five
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years, and has been three times extended during that period. It
is a fair inference that, at any rate in the opinion of its authors, the
concession has been effective in keeping down freights.
59. The nett result of our examination of the figures is that the
- higher freight on bunker coal rather more
Possibility of reduc- e © :
tions of rail freight on than compensates for the concession by
particular  commodities Wwhich the export rebate is paid on the bun-
:zlfllt;:&Oblect Ofnimeas' ker coal carried by coal exporting vessels,
g ¢ generaZly- and the reduction in rates, which may prove
to be a bounty or subsidy, is brought down from 6s. 33d. to bs. 7id.
a ton. The question may be raised, however, whether the remis-
sion by the South African railways on export coal of half the ordi-
nary treight could not be justified on ordinary business principles
as a means of securing additional traffic whether there was a sacri-
fice of revenue or not. Arrangements of this kind are not un-
common on any railway svstem, and it may pay a railway to convey
a particular commodity at something less than the actual cost of
transport, if by doing so the traflic passing over the line 1s increased.
The Agent of the Great Indian Peninsula Railway explained to the
Coal Committee that he had been influenced by this factor in reduc-
ing the coal rates from the Central Provinces collieries. ‘‘ Our
interest ”” he said ‘“ lies not only in moving the coal, but in keeping
the collieries alive. If we increase the output by giving reduced
rates to our collieries, we probably double the tratfic over that sec-
tion. If the collieries die out, we lose the incidental traffic such as
hardware, piecegoods, foodstuffs, etc. When we move coal from
collieries on our own line there is a repercussion on other classes of
traffic on our line; when we take coal from other railways, there is
no such result.”* TUnquestionably similar considerations must
influence the South African railway administration in fixing the
coal rates on their system and the rebate on export coal has raised
the exports by nearly 11 million tons a year. Can the view he
accepted then that the 50 per cent. reduction of the railway rate for
export coal is merely an ordinary business arrangement which
would be adopted by any other railway in similar civcumstances?
We do not think it can, and we shall endeavour to explain our
reasons for holding otherwise.
60. Coal is a commodity which in every country the railways
Domestic rate on ccoa] MUSt carry at a rate which is low as com-
too low to admit of pared with the rates on almost all other
drastic reductions on commodities. The cost of fuel is vital to
export coal. industries everywhere, and high rates on
coal mean slower industrial progress and consequently, in the long
run, less traffic for the railway itself. If ordinary coal rates cover
the actual cost of tramsport, it is as much as a railway can
hope for, and if they fail to do so, it is usually possible to make up
the difference by higher rates on other commodities. It is
evident from the figures quoted in the opening paragraphs of
Mr. Ginwala’s note, that the South African Railways conform to

* Evidence given before the Indian Coal Committee, Volume III,
page 188.
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the ordinary rule, since the domestic rate for coal is lower not only
than all other domestic rates except on lime and on bricks, stone
and mining poles, but also than the special export rates for any
commodity except (for certain distances) maize and iron ore. It
is a fair presumption, therefore, that the ordinary domestic rate for
coal, which exceeds the pre-war rate by only 15 per cent., has been
fixed as low as it reasonably can be on ordinary business principles,
a'nd is no more than sufficient, if it is sufficient, to cover the actual
cost of transport. But if so, the considerations outlined in para-
graph 59 have already come into play in fixing the ordinary domes-
tic freight, for it is precisely such considerations which determine
what a fair commercial rate for a particular commodity is. When
the ordinary rate is already very low, there is the less margin for
further reductions. To the South African railways considered
merely as a commercial concern, the extra traffic can hardly be
worth the very high price paid to obtain it.

61. Tt may be that, as a purely railway proposition, it would be
Only & substantial sound policy to make some reduction in the
freight concession could ordinary coal rate if in that way a large
develop South Africa’s export trade could be developed. But here
export coal trade. there are two difficulties, for, in the first
place, it does not seem possible that in this way the sacrifice of half
the freight could be justified, and, in the second place, unless the
freight concession were very large, South African coal could not
compete in the markets of southern and eastern Asia.

This will be evident from the following table which compares the
charges which at present have to be met on South African Coal
before it reaches Bombay, with those which would be incurred if
the rebate were withdrawn.

wocont oharo Charges per ton
Plesen.t charges if the rebate
per ton. .
were withdrawn,
. £ s d. £ s d.
Rail freight . . . . . . 0 6 8} 012 7
Port charges in South Africa . . n 1 9 01 2
Sea freight . 0310 0 011 3*
!
Other charges (estimated) . I 010 01 0t
e i i
i 018 6 | 1 6 0}

* We have estimated that the bunker coal carried at the export rate is
one-fifth of the coal exported from South Africa. The difference between
the domestic rate and the export rate is 6s. 334d. a ton and one-fifth of
this sum is 1s. 3d. Tt is assumed in the table that the sea freight from
South Africa is reduced to this extent.

+ The ‘‘other charges ’’ are not known precisely but can hardly be les—
than 1s. a ton.
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It will be seen that Natal coal would have to bear charges aggre-
gating £1-6-0 a ton, whereas the c.i.f. price of Natal coal is about
Rs. 18 or £1-7-0 a ton. However cheaply coal can be mined in
South Africa, it certainly could not be raised at 1s. a ton. Tt is
evident that, without a very substantial reduction in the transport
charges, South African coal could not come on the Bombay market
at all. The inference to be drawn is that the extent of the freight
concessions to export coal has been determined not by the revenue
which the railways could afford to give up, but by the assistarce
the export coal trade required if it was to sell freely in India and
the Far East.

62. It is of course impossible in this enquiry to ascertain exactly
South African rebate how the ﬁna'n(:es of the South African rail-
on export coal introduced Ways are affected by the rebate on export
in the interests of the coal, or to determine the motives under-
coal industry rather than lying the action taken. But there is clear
:gilvlv);lyllg traffic to the  iidence that the development of a large
' export trade in coal is the deliberate?y
adopted policy of the South African Government, who in 1920 set
up a Commission to investigate the possibilities of the export trade
and to devise measures for its expansion. The Commission sub-
mitted its report in 1921 and recommended inter alia that export
«coal should be graded and steps taken to obviate the risk of spon-
taneous ignition which had hampered the trade in the past. Effect
was given to the proposals of the Commission in the Coal Act of
1922 which set up a Grading Board and prohibited the export of
ungraded coal. The rebate on export coal, it is true, was first paid
several years before the Commission was appointed and is not
covered by their recommendations, but it is nevertheless an integral
part of the same policy. The evidence points to the conclusion
that it is granted not as a mere matter of railway economics, but
also on commercial and industrial grounds, by an authority which
takes a bhroad view and considers the national interests as a whole.
Mr. Ginwala has drawn attention to the fact that the railways and
barbours of South Africa are under the control of a unified adminis-
tration behind which stands the Union Government, and it is
obvious that in these circumstances railway rates can be
adjusted in order to facilitate the attainment of what are held to
be important national ends. It is impossible to determine the
lowest freight at which a South African railway administration
working the lines for the profit of its shareholders would carry
.export coal, but in our view the evidence justifies the conclusion
that the adjustment of railway freights so that on export and
‘bunker coal together the freight is little more than half of what
‘would be charged if the coal were intended for internal consump-
tion, is a measure deliberately taken as a means for developing the
«Coal industry, and not primarily as a means of securing additional
traffic for the railways.
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63. Our finding as regards the competition of South African
Exvort bount coal is that lthe export trade does in fact
port . pounty = on  receive special assistance in the form of
&Z:trhmA f{;l,c_ari.sfgal ,22‘ a rebate of railway freight, and that although
part of the difference between the export
rate and the domestic rate can be justified on the ground that,
directly or indirectly, it pays the railways to make the reduction,
there is a balance which cannot be explained in this way and must
beeregarded as a bounty. The extent of the subsidization cannot
be gauged exactly, though we have given reasons for believing
that 5s. 74d. a ton is a maximum figure. For practical purposes,
however, it is not important to ascertain precisely what the amount
may be. It was expiained in paragraph 35 that an increase in the
duty on coal from 8 annas to Rs. 2 a ton would do all for the industry
that protection can do, and we think that the export bounty received
by South African coal cannot be less than 2s. 3d. which is the equi-
valent of Re. 1-8. The issue must therefore be faced whether
a countervailing duty of Re. 1-8 a ton should be placed on coal
imported from South Africa.

64. It is held in some countries that as soon as the existence

of a bounty is established, a duty should

The existence of a automatically be imposed, and that it is need-
;’;’:’t’l‘ft;' td}‘]’:sir:‘!’)tos‘i’ii;;“;; }?ss to make any further enquiry. Thus the
a countervailing duty. Tarift laws of the United States of America*
and the Dominion of Canada declare that

countervailing duties shall he levied 1f unfair competition exists,
whereas the Japanese, Australian, New Zealand and South African
laws, and section 8A of the Indian Tarift Act, merely confer a
discretionary power on the executive (rovernment and provide that
in certain circumstances such duties may be levied. In the latter
countries it is generally provided that injury or detriment to a
home industry must be established before action can be taken, and
it follows, of course, that the imposition of the duty is not automatic
but involves an enquiry into matters other than the payment of
bounties. In India, where the power conferred by the Legislature
is purely discretionary, and the law lays down no special conditions
other than the pavment of bounties, direct or indirect, it seems to
us that it ought to be exercised in general accordance with the policy
of disecriminating protection approved by Government and by the
Legislature. In countries such as Australia, where a strongly pro-
tectionist policy has been followed for many years, action may often
be taken as soon as a primd facie case of unfair competition and con-
sequent injury to industries isx made out. But it does not follow
in the least that India, where the economie policy is different, should
adopt the same course. We do not suggest that the issue should be
decided on ahstract grounds or by any rigid application of the condi-
tions hy which requests for protection are ordinarily judged. But
we hold that there are several. points to he examined hefore the

* Fordney McCombher Tariff Act, 1922, section 303.
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authority competent to impose a countervailing duty under the
Indian law decides to take action.

65. Since the war action has several times been taken in the
Procedure for safe. United Kingdom to safeguard industries,
%uardmg mdustiies in the which suffer trom unfair competition, and it
nited Kingdom. may be worth while to explain what the
points are which are investigated before a decision is reached, for
they offer valuable guidance as to the circumstances relevant in an
enquiry into unfair competition. Part II of the Safeguarding of
In(llustries Act gives power to the Board of Trade to impose a duty
(subject to confirmation by a Resolution of the House of Commons),
and lays down the procedure to be followed. It will not be neces-
sary, however, to examine the provisions of the Act in detail, for
the enquiries held since February 1925 have been conducted, not
under the provisions of the Statute, but under executive order.
Each industry that applies ix the subject of a separate enquiry by
a Committee, and if the Commitltee recommends a duty, or an
additional duty, and the Government agrees, the proposal is em-
bodied in a Finance Bill and passed through Parliament before it
becomes effective. The procedure to he followed is laid down in o
White Paper (see Appendix IX), and it will suffice to note here the
important points. Before the Board of Trade can order an enquiry
it must be of opinion—

(a) that the industry is of substantial importance,

(b) that there is primd facie evidence that the competition
of foreign imports is exceptional, and

(c) that employment in the United Kingdom is seriously affect-
ed by the competition.

The applicant industry must also show that there are reasons for
considering the competition unfair. The Board can refuse an en-
quiry, irrespective of other conditions, if they are of opinion that
the industry is not carried on with reasonable efficiency and economy.
or that the imposition of a duty would exert a seriously adverse
effect on emplovment in other industries. Out of 34 applications
for enquiries made since the White Paper was published the Board
has already refused 13. The Committee appointed to make an en-
quiry must report on the following points:—

(1) Whether the industry is of substantial importance.

(2) Whether the foreign goods are being imported in abnormal
quantities,

(3) Whether the foreign goods are being sold at prices below
the cost of manufacture in the United King([{’om.

(4) Whether employment in the industry is seriously affectea
by the sale of the foreign goods.

() Where the competition is unfair, under any of the follow-
ing heads: —
(a) Depreciation of currency,
(b) Subsidies or bounties,
(c) Inferior conditions as regards labour.
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(6) Whether the industry is being carried on with reasonable
efficiency and economy.

(7) Whether the imposition of a duty would exert a seriously
adverse effect on employment in any other industry.

(8) Whether a claim to a duty has been established.

It will be seen that unfair competition must he established before
a duty can be imposed, but it is only one out of several points to be
investigated. 'We do not suggest that countervailing duties should
never be imposed unless every one of the conditions is satisfied, but
we hold that all the relevant circumstances require examination
before a decision is reached. '
66. In the United Kingdom the effect of a countervailing duty
upon other industries is always examined,
Dluty t""l.S‘;“'“hmAfriPa" and if it is likely to prejudice them seriously,
aqustrios i Tndia N9 the application for a duty may be refused.
In India a duty of Re. 1-8 a ton on South
African coal is not likely to handicap any industry materially, for
‘though the price of South African coal might be raised by the full
amount of the duty, the price of Indian coal would not go up by
more than 12 annas a ton, and even this small increase is doubt-
ful for the possibility of importing from the United Kingdom and
other countries might keep the price down. We do not apprehend
that the duty would inflict serious injury on industries in Bombay,
and though at the present time any increase in industrial costs in
that city is to be deprecated, we do not consider that a valid objec-
tion to the duty can be based on that ground. There are, however,
other aspects of the case to be considered.

67. A committee appointed by the Board of Trade to enquire
Success of South Afri- 1nto an application for a duty would have
-can coal not due entirely to report whether the imported goods were
to the bounty. being sold at prices below the cost of manu-
facture in the United Kingdom. The question in this precise form
is hardly applicable in our enquiry but it will serve to draw atten-
tion to a relevant point. South African coal is not being sold in
Bombay at a price which is lower than the price at which Indian
coal of the same quality would sell if its price were regulated solely
by internal competition. The best Jharia coal, it is claimed, is as
good as Natal coal which sells at Rs. 18 a ton c.i.f. Bombay, whereas
internal competition would keep the price of the best Jharia
coal at about Rs. 17 a ton. We cannot ignore the fact that the
reductions in railway freight which South African coal enjoys would
not have sufficed to displace Indian coal in Bombay and Sind had
consumers been satisfied which the Indian coal they were receiving.
It is not, therefore, the bounty alone which has led to a decrease in
the sales of Indian coal in certain markets, but the bounty combined
with the unsatisfactory quality and condition of Indian supplies in
the past. An industry, which is itself partly responsible for the
injury it has suffered, has not the same cgaim to };rotection against
e

unfair competition, as an industry that is blam ess, and it is no
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doubt for this reason that Committees in the United Kingdom must

report whether the industry is conducted with reasonable efficiency
and economy.

68. Two other points which are specially investigated in the
Extent to whi United Kingdom are (a) whether the foreign
Xtent ich the > . .
sales of Indian coal would g00ds are being imported in abnormal quanti-
probably increase if a ties, and (0) whether employment in the
ggltl)t’h X‘;‘;‘l’ca"lméf:fd °"  domestic industry is seriously affected.’
‘ Both points are concerned with the question
whether the injury resulting from the unfair competition is serious.
The imports of South African coal into Bombay and Sind are uot
more than 260,000 tons a year which is less than 2 per cent. of the
coal output in Bengal and Bihar and Orissa, and the quantities are
abnormal only in the sense, that, if the export trade received no
special assistance, they would be even smaller. It is not correct,
moreover, to assume that the benefit the C'oal industry would reap
from a countervailing duty can be measured by the quantity of coal
imported from South Africa. We have estimated (paragraphs 21
and 50) that a duty on all imported coal could not increase the sales
of Bengal and Bihar coal by more than 300,000 tons and that an
increase of not less than 100,000 tons is probable in any case, as 8
result of the new rebates and the grading of shipment coal. South
African coal is about two-thirds of the total imports, so that the
maximum increase to be expected in the sales of Indian coal is
200,000 tons, or, if the increase in sales which is probable in any
case be deducted, about 133,000 tons. But there is another factor
to be taken into account. An additional duty on South African
coal might result in increased sales not only of Indian coal but also
of coal imported from other countries, and particularly from the
United Kingdom. It is evident from their proposals that both the
Mining Federation and the Mining Association hold this view, and
on a matter of this kind their opinion is weighty. Some deduction
must be made on this account, and we are unable to put the increase
in the demand for Indian coal resulting from an additional duty on
South African coal at a higher figure than 100,000 tons, which is less
than 1 per cent. of the output of the Bengal and Bihar coal fields.
It is obvious that such a duty can do little to diminish unemploy-
ment or to keep mines open which otherwise might close down.

69. To sum up, it can be urged in support of a countervailing
Countervailing  duty (uty on South African coal that its export
on South African coal is in effect subsidised by the South African
not recommended. Government, and that the duty would not
seriously prejudice any Indian industry. On the other side we have
shewn that no additional duty would be necessary to keep South
African coal out of Bombay and Sind if Indian coal could command
the price to which its merits entitled it, that without the aid of an
additional duty Indian coal has gradually been recovering its old
position in these markets, and is likely to do so more rapidly in the
future now that the transport charges have been reduced and ship-
ment coal is graded, and that the imposition of the duty would not
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increase the sales of Indian coal by more than about 100,000 tons.
Tn view of these facts we are unable to recommend the imposition of
a duty on South African coal, and the measures already taken, viz.,
the rebate of railway freight and port charges, will, we believe,
enable the industry before long to supply as large a proportion of
the demand at Bombay and in Sind as it did in 1910 and 1911 when
the imports of South African coal were negligible. The adjustment
of the railway freights in South Africa with the object
of fostering the export trade in coal is not in our opinion a sufficient
reason for attempting to shut out South .African coal completely
trom the Indian market. It would be possible in this way to inflict
some injury on South African trade, but protective duties are impos-
ed not to injure the industries of other nations, but in order to hene-
fit the industries of the country imposing them. The advantage to
the Indian coal industry of imposing an additional duty on South
African coal would be almost inappreciable, and insufficient to
justify the measure proposed.

70. On broader grounds we hold strongly that it is idle to seek to
Protective duties 1n. lestore prosperity to the Coul industry hy
appropnate to the coal means of protective duties. The one cure tor
industry. its difficulties is a substantial increase in the
demand such as might result from rapid industrial development in
India or the recapture of the export markets, and no such increase is
conceivable unless every step is taken to make coal cheap. A protec-
tive duty on coal is open to greater objection than a similar duty on
any other commodity in industrial use, because an increase in its
price is veflected in the higher costs of all other industries. It is no
less true that of all industries the Coal industry is least able to
benefit from a protective duty, for it cannot flourish alone, but can
develop only in proportion to the general industrial development of
the country.  The imposition of a duty on South African coal would
arouse hopes and create expectations that in the nature of the case
cannot be realized, and would be of no service to the industry in
those external markets such as Cevlon and the Straits Settlements,
where the competition of South African coal is more formidable than
in Bombay and Sind.  The need for defensive measures against
unfair competition from abroad must depend largely on the extent
of the injury inflicted on domestic industries, and the greater the
injury, the more important it becomes to devise a remedy. But a
protective duty is not the only weapon which can be used, and often
not the most effective. The imports of South African coal into
India ave comparatively small, but the quantities sold in the external
markets are very much larger, and it is there that the coal industry
has suffered most seriously. When it is a question whether unfair
competition should be countered by such a duty, the true criterion
to apply is not the extent of the injury suffered from the competition
but the advantage to be derived from the duty. Tf it be the case
that the bounty on South African coal is the main reason for the
loss of the export markets, and if the measures already taken do not
lead to their recovery, then a new issue would arise which might
demand investigation. But the question of the export trade is not
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before us, and we have referred to it ouly in order to explain WW
we cannot regard South African competition in external mar kets"as
a reason for imposing a countervailing duty on South Ahlcan ‘coal
impoited into India.

71. In bringing this Report to a close we must allude l)rieﬁy to
one more aspect of the case. DProtective
duties, for whatever reason imposed, may
lead to retaliatory action by the countriese
affected, and a duty which applies only to imports from a particular
country is specially likely to produce this result.  In such a case it
may be necessary to consider whether the aggrieved country will be
inclined to retaliate and whether it can retaliate successtully. On
the first point, the probability of retaliation by South Africa, if an
additional duty is placed on South African coal, we find it difficult
to offer any opinion, for there are political and psychological consi-
derations involved which are outside our scope. Q()methmu may,
however, he said on the question whether South Africa (mlld reta-
liate successfully.  According to the Trade Returns the value of the
Indian exports to South Afriea and to Portuguese East Africa* in
1924-25 was R, 376 lakhs and the most lmpmtant items are : —

Pocsibility  of rvetaha-
tion by South Africa.

To Saath Afriea, To Portuguese

cast Atries

s Likhs e
Jute manufactures . . 1199 487
Rice . . . h24 9.9
Cotton m.muhufme . . H-4 29-5

Apart from coal South Africa exports to ITndia almost nothing except
gold which 1s clearly on a different footing from other merchandise.
It does not seem likely that South Africa would levy a retaliatory
duiy on jute, bui the case of rice and cotton goods 1s not so clear.
It {he duties on these commodities were lfuwd, a large shawe ot the
burden would fall on the Indian population of the TUnion, and
especially those who have settled down as small traders and manu-
facturers, and the duty on cotton goods might he detrimental to
Bombay's export trade. Tt cannot be said that the South \frican
Government would find it impossible {n retaliate if it judged such
action expedient, or that the retaliation would not be effective.  If
there be any risk that South Africa might in this wav counter an
additional duty on South African coal, it inevitably strengthens
the objection to a measure from which India stands to benefit so
little.

72. Owr findings regarding the proposed duty on South Africar

The Board’s findings ¢021 muy be summarised as follows: -

regarding the proposed
duty on  South African

(1) On the South African railways coal for bunlxe‘lin;3 and
export is carried at a rate which is lower by hs. Tld. a
ton than the domestic rate for the same distance.

* We have included the exports to Portuguese East Africa hecause part of
them, though not all, must eventually reach the Transvaal through Delagoa
Bay
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(2) Some reduction as compared with the domestic rate could
be justified on the ground that, directly or indirectly,
the railways gained from the increase in traffic, but it is
not possible in this way to explain a reduction of about
45 per cent.

(8) The freight concessions to the export coal and part of the
bunker coal are integral parts of a policy which aims a%
the development of a large export trade, and were
granted not merely in order to increase the railway
traffic but also in the interests of the Coal industry.
Special assistance of this kind is equivalent to a bounty

. on export and must be regarded as unfair competition.

(4) The exact amount of the bounty cannot be determined but

it is not more than 5s. 71d. nor less than 2s. 3d. a ton.

(5) An additional duty of Re. 1-8 a ton on South African coal
would suffice to give the Indian Coal industry all the
benefit it could derive from a duty of this kind.

(6) Tt is doubtful whether the price of Indian coal in Bombay
and Karachi would rise at all as a result of the duty, but
the increase (if any) would not be more than 12 annas a
ton. There would be no increase elsewhere.

{7) A duty on South African coal would not add appreciably to
the costs of any Indian industry.

(8) The invasion of the Indian markets by South African coal
is not due to the bounty alone but also to the unsatis-
factory quality and condition of the Indian coal sent to
Bombay and Sind in recent years. Part of the respon-
sibility for the latter factor rests on the shoulders of the
Coal industry in Bengal and Bihar.

(9) The increase in the sales of Indian coal in Bombay and Sind
resulting from the duty would not exceed 100,000 tons.
a year when allowance is made for the coal re-exported,
the probable increased imports from other countries, and
the increase which is probable even without protection.

(10) A duty on South African coal would do little to diminish
employment or to prevent the shutting down of
mines.

{11) The competition of South African coal has been felt not
only in Bombay and Sind, but also in Ceylon and the
Far East, and the loss of the latter markets is a much
more serious matter than any injury suffered in the
former. The imposition of a countervailing duty on
South African coal will do nothing to help the Coal
industry where help is most needed.

(12) A duty on South African coal might provoke retaliatory
measures, and the possibility of effective retaliation by
the South African (Fovernment cannot be excluded.

(13) In all the circumstances of the case it is inadvisable to
impose a countervailing duty on South African coal.
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73. Our colleague, Mr. Ginwala, concurs substantially in the

. findings numbered 1, 3, 4, 5, 6, and 7 in

bkafr.R&ﬁ;zl:"t signed 1, ragraph 72, but he considers that while

) there is no justification for imposing a pro-

tective duty on imported coal generally, it is desirable that a

countervailing duty of Rs. 1-8-0 a ton should be imposed on South

African coal. His reasons for rejecting the proposal for a protective

duty on all imported coal are not identical with ours, and for thig

reason he has preferred to record his views in a Minority Report

rather than in a Minute of Dissent. For this reason he does not
sign this Report.

G. RAINY—President.
J. MATTHAI—Member.

C. B. B. CLee—Secretary,
I4th Aprid 1926.
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MINORITY REPORT.

CHAPTER I.

Reasons for dissenting from the Majority Report.

I regret the circumstances which have made it necessary for me
to write a dissenting report, for on many

A ;‘Srgﬁmgzen‘:iizlh fL::tj:: essential points my colleagues and I are
difference - of opinion & I substantial agreement. All of us agree
;‘egards recommendations. fhat ﬂl(‘ Indiau Coal illdllStl’y hﬂﬂ falled to
establish any case for protection on general

grounds although my reasons for rejecting the proposal for a protec-
tive duty on all imported coal are not those urged in the Majority

Report.

2. In my opinion, the competition with Indian coal of the coal
) . . imported from countries other than South
O o ccomPOl Africa calls for little consideration. The
three other countries from which coal is im-
ported are Great Britain, Australia and Japan. The imports from
the two latter are negligible and, while those from Great Britain
reached a high figure 1n 1921 and 1922, owing to the abnormal condi-
tions then obtaining, they fell to the pre-war figure immediately
these conditions disappeared. Even if these imports had been muck
heavier, T should still have excluded them from my proposals for
the simple reason that the bulk of the coal imported from the
United Kingdom is of a kind and quality different and superior,
against which the best Indian coal cannot reasonably expect to
compete. The exclusion 1s on the analogy of the Steel industry
in which, for instance, we confined om recommendations to those
classes of steel which could be manufactured in India out of Indian
ore. In substance, the exclusion is hased upon the argument that
no competition does, in fact, exist between the coal from the
United Kingdom and Indian coal, each being in a separate category,
and that there is room in the country for this kind of coal which
it needs but cannot produce.

3. In connection with the competition of South African coal
we have reached by somewhat different
roads, the same or similar conclusions on the
most important of the relevant facts. My
colleague~ have come {o the following findings* which, as far as
thev go and except as to the amount of the bounty, I accept as
substantially representing my own views:—

«

Competition with South
African coal.

(1) On the South African railwavs coal for bunkering and
export is carried at a rate which is lower by Hs. Tid.+
a ton than the domestic rate for the same distance.

(2) »* »* »* * *

* Paragraph 72 of the Majority Report.
t+ My estimate of the rate is 7s. 6d. per ton.
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(3) The freight concessions to the export coal and part of the
bunker coal are integral parts of a policy which aims
at the development of a large export trade, and were
granted not merely in order to increase the railway
traffic but also in the interests of the Coal industry.
Special assistance of this kind is equivalent to a bounty
on export and must be regarded as unfair competition.

(4) The exact amount of the bounty cannot be determined
but it is not more than 5s. 71d.* nor less than 2s. 34.
a ton.

(5) An additional duty of Rs. 1-8-0 a ton on South African
coal would suffice to give the Indian coal industry all
the benefit it could derive from a duty of this kind.

(6) It is doubtful whether the price of Indian coal in Bombay
and Karachi would rise at all as a result of the dufy but
the increase (if anv) would not be more than 12 annas
a ton. There would be no increase elsewhere.

(7) A duty on South African coal would not add appreciably
to the costs of any Indian industry.

My colleagues say ‘‘In India .. . . . where the law”
(that is to say, section 8A of the Indian Tariff Act, 1894) “ lavs
down no special conditions other than the payment of bounties,
direct or indirect, it seems 1o us that it ought to be exercised in
general accordance with the policy of discriminating protection
approved by Government and by the Legislature.”’+ This, in sub-
stance, is the principle which I also think ought to govern our
deliberations. The application of this principle to the above
findings has led me to the conclusion that T must advise the Govern-
ment of India that a case has been made out for the exercise of
its powers under section 8A of the Indian Tariff Act in the national
interest, and for the imposition thereunder of a countervailing
duty of Rs. 1-8-0 per ton on all South African coal entering India.
My colleagues, however, have come to the opposite conclusion.

' ) 4. The main cause of this difference of
OfD;ﬁel:)r:::eh in methods opinion is, T think, to he found in the differ-
of disagreement. 0 ence in our methods of approaching the

subject. My colleagues sayi

‘“ Since the war action has several times been taken in the
United Kingdom to safeguard industries, which suffer
from unfair competition, and it may be worth while to
explain what the points are which are investigated before
a decision is reached, for they offer valuable guidance as
to the circumstances relevant in an enquiry into unfair

competition ”’.

* 75. 6d. according to my view.
t+ Paragraph 64 of the Majority Report.
1 Paragraph 65 of the Majority Report.
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After laying down the principle that the Governor General in
Council should exercise the power conferred upon him ‘in
accordance with the policy of discriminating protection approved
by the Government and the Legislature ’’, they proceed to discuss
the circumstances under which the Board of Trade in the United
Kingdom would order an enquiry* and the conditions laid down
for the guidance of a special committee if appointed. They then
test the claim of the Indian Coal industry by reference to these
oonditionst and come to the conclusion that they must reject the
claim of the applicants for a countervailing duty. I must wholly
dissent from this method of approachi. It is likely to lead, in
my opinion, to wrong conclusions for it seems to me to recognize
no real distinction between the fiscal system of India, which em-
bodies the policy of discriminating protection, and that of Great
Britain, which 1s avowedly based on Free Trade. Holding this
view I had no other alternative than to attempt, in the following
pages, an investigation of the question referred to us and to arrive
at a decision upon it in accordance with the principles by which,
having regard to our fiscal system, this Board, in my opinion, ought
to be guided in its deliberations.
5. I would like to explain that for the sake of simplicity I have
taken first class Jharia coal as typical of
Explanation. Indian coal, and Natal as typical of South
African coal. TUnless the context otherwise
suggests, the arguments based on facts relating to these two com-
peting species of coals are intended, mutatis mutandis, to be appli-
cable to all first class Indian coal and South African coal.

Further, the use of the term ‘export’ has presented some diffi-
culty. Its use with reference to the despatch by sea of coal from
one Indian port to another is inaccurate, strictly speaking, but it
is convenient, and has the authority of the Coal Committee and the
Coal Grading Act. As regards South Africa, the term is used
mainly with reference to the markets of the East and the Far East.

6. I am very much indebted to our Secretary, Mr. Clee, for the
very great care and attention with which
he has checked all the figures and for many
suggestions from which, I am sure, I have derived benefit.

Acknowledgments.

* Paragraph 65 of the Majority Report.

t+ Paragraphs 66, 67, 68 of the Majority Report.

T For a further discussion of this aspect of the case see paragraphs 19, 20
and 22 of this Report.
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CHAPTER II.

Success of South African coal mainly a result of
bounties.

7. In a separate note I have estimated the extent of the injury
inflicted on the Indian Coal industry by
Summary of the con- the competition of South African coal and,
clusions arrived at in the have discussed the causes of the rapid
separate note. growth of South Africa’s export trade. It
1s sufficient here briefly to summarise the

conclusions arrived at therein.

(1) Indian coal has lost to South African coal, markets aggre-
gating 850,000 tons a year of which 300,000 tons is in
Bombay and Sind, 250,000 tons in Ceylon and 300,000
tons in the Far East. In the Far East and in Aden and
the Red Sea, South Africa has captured markets which
India never held amounting in the aggregate to
550,000 tons. If the export of South African coal had
not been stimulated by Government action, India might
possibly have captured a half share in these markets.
The total loss to the Indian Coal industry, owing to the
competition of South African coal, is 1,125,000 tons a
year.

(2) The success of South African coal cannot be explained by
causes which usually operate in such cases, e.g., a
shorter distance from the collieries to the ports, or from
the ports to the overseas markets, lower raising costs, or
the 1ntrinsic superiority of the coal produced.

(3) The capture and retention of the overseas markets by South
African coal has been facilitated by the unsatisfactory
quality of much of the Indian coal shipped to these
markets, by the embargo on the export of Indian coal
during 1921 and 1922, by the rise of the rupee sterling
exchange from 1s. 4d. to 1s. 6d. in 1924, and by a lower
pithead price from the middle of 1922 to the middle of
1925. All these factors, however, are subsidiarv and by
themselves could not have brought about the growth in
the exports of South African coal which has actually
occurred.

(4) The principal cause of the success of South African coal is
to be found in the rebates of railway freight granted by
the South African railways. The rebate of freight on
coal exported is equivalent to a bounty of 6s. 31d. a ton
and the rebate of freight on the coal bunkered bv ships
carrving export coal is equivalent to an additional
bountv of 1s. 3d. a ton, which may he regarded as a
subsidy on sea freights. The total amount of the bounty
is 7s. 61d. a ton, 1.e., Rs. 5 a ton.
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(9) The bounty is a part of a policy deliberately adopted by the
South African Government to promote the development
of an export trade in coal, and the success of South
African coal has been gained at the expense of India
which is its chief rival in most of its export markets.

8. My colleagues do not, I think; dissent in substance from any
of these zonclusions as to the amount of the
bounty. They have expressed no opinion,
‘however, as to the extent of the injury inflicted on the Coal indus-
try by the loss of the export markets, and do not consider that it
should affect the decision as to the imposition of a countervailing
duty. On this point I shall have scmething to say later. It will
be desirable, however, that at this stage I should explain my reasons
for putting the amount of the bounty at a higher figure than my
colleagues do, and refer briefly to cartain points on which I go some-
what further than they are prepared to go. )

Bounty.

9. The assistance given by the South African railways to the
export of coal is 7s. 6d. a ton. My ecol-
leagues accept this figure, but in order to
arrive at the hounty, they deduct the gain to
the railway revenues arising from the fact that, for every ton of coal
exported, four-fifths of a ton of bunker coal is carried at a rate
higher by 2s. Hd. a ton than the domestic rate. Oun this ground
they consider that the bounty should be taken at Hs. 7T3d. a ton.
I am unable to assent to their conclusion. In my view the correct
measure of the bounty is not the revenue sacrificed by the South
African railways on the coal traftic as a whole, but the assistance
which the coal exported actually received. In order to justity the
reduction of the bounty by 1s. 11d. a ton it would have to be shown
that there is a divect connection between the higher rate on bunker
coal and the export rebate, and that the one is intended ax a counter-
poise to the other. It seems to me thal the existence of this con-
nection is a matter rather of inference and surmise than of definite
proof, and for this reason my view is that the bounty must be
taken as Ts. Gd. a ton.

The amount of the
bounty.

10. It has been questioned whether the rebates are in fuct a

, bounty or whether they are merely reduc-

. %ie:;ittei:;zt;‘?mmg but  tions of railway freights, granted on_ ordi-
nary business principles for attracting or

creating export traffic in coal. Of many possible objections to
the latter view, I shall mention the two most serious. The domestic
coal freight is already lower than the specially low freights on
certain commodities the export of which is intended to be stimulated,
except the rates on iron ore and maize for certain distances.* This
shows that the domestic coal freight is fixed as low as the Railway
Administration can reasonably afford, and that there can be no
further room for its reduction on business principles. Secondly,
the sacrifice of 7s. 61d. out of a total freight of 12s. 7d. on every

* See paragraph 25 of my notz.
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ton of export coal carried, is far too great to be justified on any
business principles. I have no hesitation in coming to the conclu-
sion that the whole of the difference between the domestic and the
export freight charges is a direct bounty on export, which is being
paid thlough the R‘ulwq\' Administration by the South African
Government for stimulating the export of coal. The Report of
the South African Coal Commission leaves very little room for
doubt that this pavment is part of a deliberate policy .1d0pfed
by a national Government to promote the interests of the (oal in-
dustl\ as a national asset, and that it has little or nothing to do
with the encouragement or creation of additional railway traffic
as a business plnpnsltmn On the total exports, in round figures, of
I} million tons the State sacrifices something over a half million
poundx sterling per annum in the furtherauce of this poliey.

The comparison between the South African and Indian nett
export freights at various periods, which I
delsi(l))l;t‘:teflx;nc:;prf)l:ilgl;t halw made 1 my note, g:llw\ ground for
ed to Indian freights. thinking that the South African freights
have been so fixed as to enable the South
African coal to compete against Indian coal in the expot markets.
The reasons for this action are fair Iy obvious. South Africa re-
gards India and the Far East as its “ natural oversea markets ’
In these markets the Indian coal is its principal rival. The cost
of transport 1s an essential and perhaps the most important factor
in the export price of coal. This cost must ordinarily depend
upon the distance of the collieries to the ports and from the ports to
the markets. In this respect, South Mivican coal suffers from a
natural disadvantage in its competition against Indian coal*. Tt
South African coal is to compete suc oe«full\ against Indian coal,
the first step to take is to remove this dlsadvantag‘e and bridge the
difference in the rost of railway transport between colliery and
port of South African aund of Indian coal. The natural wayv of
accomplishing this object was to reduce the nett railway export
freights by means of rebatex and keep the amount in the neighbour-
hood of nett Indian export freights. Whilst this was the position
as regards the nett export freights, the ton mile rate hetween 1921
and 1925 was, in fact, lower than the Indian rate. Since the Coal
Committee’s Report, the ton mile 1utes have heen equalized (see
Chapter IIT of my note). The disadvantage under which South
African coal laboured, owing to its greater istances from ats export
markets, however, called for a further rernedy, and in consequence
sea freights have been subsidized to the extent of 1s. 3d. per ton
and the har dship partly removed.

12. One fact of outstanding importance has now heen estah-

lished beyond any reasonable doubt, and

?outh Africéan coal can. that is that South African voal, unaided by
no compete agains .
Todian woal without poun. ® bounty on export and left to its own eco-

ty. nomic resources, can never compete against
Indian coal in anv Indian or Eastern market

* See paragraph 9 of my note.
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except at a loss which would reduce the export pithead price almost
to vanishing point. This will be evident if the charges which
South African coal has to meet before it reaches the Bombay
market are considered. They are as follows:—

s. d.
Domestic railway freight . . L1207
Sea freight . . . . . .11 3
South African port charges . . R
Agents’ commission, ete. . . .10

26 0%

In the above table the rail freight has been taken as equal to the
domestic freight, and the shipping subsidy (1s. 3d. a ton) has been
added to the sea freight actually payable. It will be seen that if
the export trade in coal receives vo assistance from the South
African Government, the transport charges would amount to 26
shillings a ton. The price of Natal coal, ¢ i.f. Bombay, in October
or November, 1925, was in the neighbourhood of Rs. 18 a ton.
This is the equivalent of 27 shillings with the exchange at 1s. 6d.
and will leave the exporter at the pithead 11id. per ton. It is
needless to add that this is an impossible economic price, however
low the South African raising cost may be. If, however, the factor
of exchange is taken into account, the position of the South African
exporter 1s still worse. In that case, for Rs. 13 he will get at
1s. 4d. only 24 shillings, and if his transport and incidental charges
are 26s. 01d. he must make a gift 1o the Bombay consumer not
only of the whole of his pithead price, but of an additional sum
of 2s. 01d. with every ton of coal that he sells to him.

13. In Chapter I of my note, I have explained the extensive
injury done to the Indian coal industry both

Success of South Afri- in the Indian and the external markets by
and gg‘t"l tﬂuieﬁgﬁgffﬁﬁi the competition of South African coal. It
of quality of Indian coal remains to consider whether this result was
or embargo on export. brought about solely by the bountv on ex-
port, or whether it was the effect of the

combination of this boanty with the deterioration of the quality
of Indian coal and the embargo on the export of coal. The latter
view is clearly erroneous in so far as it attributes equal importance
to factors of widely different magnitude. Had there been mno
bounty, South African coal could not have competed successfully
in any of the overseas markets. The embargo made it possible
for South African coal to capture temporarily the markets of Ceylon
and the Far East, but in the absence of a bounty they must have
been recaptured by Indian coal as soon as-the embargo was removed.
The dissatisfaction with Indian coal facilitated the acquisition of
the markets in Bombay and Sind, and their retention in Ceylon
and the Far East, but could do no more. In order that South
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African coal might compete at all, a very heavy reduction in the
transport charges was necessary. It is for this reason I have laid
emphasis on the fact that, if the dounty were abolished, the price
for which Natal coal is sold in Bombay would leave the colliery
owner less than a shilling a ton at the pithead, and if the exchange
went back to 1s. 4d., would not even cover the transport charges.
The facts, in my view, justify the statement {hat the bounty was the
indispensable condition of success, and that all the other factors
were purely subsidiary.
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CHAPTER III.

Measures against unfair competition in other
countries.

14. Tt is now necessary to consider whether any, and if so, what
steps  ought to be taken to protect the
_How unfair competi- Tndian Coal industry against the competi-
}‘L%x;::i;«?alt with in other tion of South African coal. This is the
first case in which the Board has been called
upon to deal with the protection of an industry injured by unfair
competition from a vival subsidised by means of a bounty. Other
countries have dealt frequently with this kind of competition. In
these circumstances, an examination of the course, which other
countries similarly situated have adopted or might adopt, is of
some assistance in arriving at a conclusion on this point, and I
propose to undertake it as briefly as the circumstances of the case
permit. I will then consider how far the recommendation by the
Bourd of a similar course is expedient.

15. Unfair competition began to engage the attention of many
. countries more than fiftyv vears ago, in con-
agfl;:t'w:n"fair legﬁl‘:;:i'f nection with the export of hounty fed sugar.
tion. Attempts were at first made by individual
States to meet what was regarded as a serious
economic evil by agreements among themselves, but such arrange-
ments met with little success, and some countries took measures to
prevent the entrv of bounty fed sugar by the imposition of what
have since been described as countervailing duties. The United
States took the initiative in 1890 in this direction, was followed by
India in 1899, when section 8A of the Indian Tarff Aet was en-
acted, and by other countries during the next three «r four vears.
By the signing of the Brussels convention in 1902, practically all
the important countries agreed to abolish the system of bounties
within their own territories and, including Great Britain, definitely
recognised the principle of the entire prohibition or penalization of
the importation of hounty fed sugar. The convention remained in
force until the termination of the war.

16. During what may be called the early post-war vears, there

was o widespread economic nervousness

Post-war legislation which resulted in many countries in the

sgainst unfair competi- |, cing of legislative measures for the

' protection of their home industries against

unfair competition. The following may be mentioned among the
principal countries which took such action:—

(1) United Kingdom (The Safeguarding of Industries Act,
9

I .

(2) United States of America (Tariff Act, 1922).
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(3) Australia (Customs Tariff Industries Preservation Act,
Anti-dumping, 1921).
(4) New Zealand (Tarift Law, 1921).

(5) South Africa (Act XXXV of 1922, Customs and Excise
Amendment Act XXIIT of 1923).

(6) Canada (Customs Tariff Act of 1907, as amended by Act
of 1922).

(7) Newfoundland (Tariff Amendment Act, 1921).
(8) Japan (Customs Tariff Law).
An examination of these various measures shows that—

Firstly, their principal object is the prevention of unfair com-
petition and the injury thereby of a domestic industry. The com-
petition is presumed to be unfair if it arises, inter alia, from any
one or from all of the following causes, viz.—

(a) Depreciated exchanges;

(b) The selling of a commodity to the foreign consumer at a
lower price than to the home consumer ordinarily
called ¢ dumping.’

(¢) Direct bounties;

(d) Indirect bounties in the form of subsidies or preferential
railway or ocean freights. In the latter are also
included freights at ballast rates.

Secondly, in almost every case, the unfair competition arising
from any of the causes mentioned above is intended to be met b
the imposition of u duty or an additional duty approximately equi-
valent to the advantage derived by the foreign as against the
domestic commodity. Thus, in the case of a bounty, the counter-
vailing duty would ordinarily he equivalent to the amount of the
bounty paid.

Thirdly, the imposition of the duty is generally preceded by an
enquiry conducted by such a body as the United States of America
Tariff Commission, the Australian Taviff Board, or by a committee
such as those appointed in the United Kingdom since February,
1925,

17. In some countries mere proof of the existence of unfair
competition is sufficient to justify action.
Unfair  competition— T'he imposition of additional duties is made
:gl:ntr‘;:‘:mm nosome  ,hligatory, almost automatic, for the law
’ prescribes that these duties shall be imposed
if unfair competition exists. No arguments are drawn in support
of the proposed measure from any economic doctrine, the under-
lying idea being that injury is caused to a domestic industry by
such unfair competition, and that in the national interest, such in-
jury should be Frevented. As examples of countries in which action
under this single circumstance is taken I may mention Canada, and
where the unfair competition arises from the payment of a bounty,
the United States.

D
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18. In other countries the imposition of additional duties is not
automatic on mere proof of unfair competi-
Uulsir competition at- tion. Considering the numerous occasions,
tended by actual or pro- however, on which the power has been
table injury to domestie . opised and the number of articles (a mere
industry, criterion of . \ X .
other countries. list of which would fill many pages of this
Report) on which the duties have been
Jevied, it is fairly clear that the power vested in the Governments
8f those countries had been exercised, as if it was obligatory to do
so. Unfair competition must in any case be established and it must
be shown that injury or ¢ detriment may result ’ to some domestic
industry by reason of such unfair competition. The fact that
‘ detriment may thereby result’’ to a domestic industry is easily
established, judging by the number of successful applications
to which I have referred. Of some importance is the fact that no
actual injury is to be proved and the probable injury is not
measured in terms of tons, percentages, or pounds, shillings and
pence. If it was, we should not ordinarily find such articles as
artificial eyes, dental cement, typewriter ribbons and numerous
other articles of comparatively little value or importance among
the list of articles protected against unfair competition. As
examples of countries in which action is taken under the above
conditions I would mention South Africa, Australia and Japan.
19. The case of the United Kingdom has been cited with two
ohjects principally in view. First that the
United Kingdom re- pavment of direct or indirect bounties is
quires fulfilment of other yeoarded as constituting ‘ unfair competi-
tion’ even in a country professing Free
Trade. Secondly, to show that ¢ unfair competition > has
received such wuniversal condemnation as an evil not to be
tolerated, that the TUnited Kingdom, in spite of its policy of
Free Trade, has not only found it necessary to depart from it.
professed fiscal principles, but has apparently succeeded in recon-
ciling a substantial section of public opinion to the view that whero
““unfair competition ’’ exists measures can he taken to protect or
‘ safeguard ”’ industries against it without detriment to those
principles. The adoption by a Free Trade nation of the same
defensive methods as are emploved in Protectionist couniries is a
highly significant fact. But beyond this there is little to be learnt
from the example of (Great Britain by countries which have adopted
the policy of protection. In that country a primé facie case of unfair
competition has to be established before an enquiry is ordered and a
special committee appointed, and the recommendations made by such
a commuttee are in addition subject to the fulfilment of other condi-
tions by the industry concerned. These conditions were prescribed
by a white paper, a copy of which is reproduced in Appendix IX.
20. I do not propose to discuss these conditions. Some practical
These conditions afford Purpose may be served by showing that a
fittle assistance in the country professing Free Trade also adopts,
deliberations  of  this ynder similar circumstances, measures
Board. appropriate under an opposite system, ox
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by showing that a protectionist country may adopt, under more cr
less similar circumstance, a course adopted by another protectionist
country. But I do not think that any practical purpose would be
served by an examination of the conditions on which a Free Trade
country like the United Kingdom may insist before granting pro-
tection against unfair competition. It may be necessary to
prescribe them and to require their fulfilment in the United King-
dom to conciliate political opinion, or to prevent greater departure
than is necessary, from the principles of Free Trade, or for some
other reason peculiar to its fiscal system. But it is unsafe to take
them as a basis for the deliberations of a Board which has been
specially charged with the duty of advising a (Government, whose
policy is that of discriminating protection and is for that reason
different from the professed policy of the United Kingdom. A
minute adherence to these conditions would render us liable {o the
risk of making a serious departure from the accepted policy of the
country in fiscal matters. In these circumstances, I refrain from
entering upon a detailed examination of the conditions under which
protection may or may not be granted in the United Kingdom.

21. I would now give a few illustrations of the actual applica-
Other contries : South tion Olf the law in some of the countries men-
ther S tioned. As pointed out in Chapter IT of my
Africa : Australia. note, the Spout]{ African Réilways hav‘z
special railway rates for certain kinds of export traffic. In 1922,
the South African tariff was revised and the export freight rate on
maize meal was reduced to 10 shillings for 200 miles and for any
distance up to 1,000 miles. The result of the reduction in freight
was that a large quantity of South African maize was exported to
Australia. Australia found import under these conditions to be
objectionable, and following a report by the Tariff Board, the
Australian Government levied an anti-dumping duty upon the South
African maize. Here was an article of food and its taxation would
he reparded on theoretical grounds as objectionable, but the
Australian Government took the view that the importation of South
African maize under these conditions was unfair and prejudicial to
the interests of the home growers and imposed the additional duty.
About the same time the South African Government imposed an
anti-dumping duty on Australian wheat, wheat meal and wheat
flour imported into South Africa. Two somewhat peculiar instances
of Australia’s desire to protect its own industries may also be re-
called. The theoretical ratio fixed by the Indian Tegislature for
the rupee is 2 shillings to the rupee. Not knowing that this ratio
had not been realized, the Australian Government imposed an anti-
dumping duty on Indian pig iron and cricket balls imported into
Australia on the ground that the rupee had depreciated because its
exchange value at that time was 1s. 4d. to 1s. 6d. When the atten-
tion of the Australian Government was drawn to this mistake the
duties were repealed, but the point that Australia was not prepared
to allow any interference by means of unfair competition remains.
Acain, both South Africa and Australia have a preferential 2tarlff
D
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for Great Britain but whenever their interests come into conflict
with those of Great Britain, this preference goes by the board and
if any domestic industry is, or rather likely to be injured by what
these two Dominions regard as unfair competition, they show no
hesitation in imposing anti-dumping duties on manufactures from
the United Kingdom. Thus, in October, 1925, Australia imposed
anti-dumping duties on Portland cement imported into Australia if
the freight paid was less than four shillings and six pence per
cask, the argument being apparently that cement was often exported
from Great Britain at more or less ballast rates and dumped into
Australia. South Africa also imposed in August, 1923, an anti-
dumping duty on British cement. Again, in TFebruary 1924
Austrahia imposed anti-dumping duties on merchant steel bars,
angles, beams, channels, and tees imported from the TUnited
Kingdom.

22. Action against ‘‘ unfair compe’lcition” i1s not confined to
, what may be called protectionist countries.
prggggn;:tw%:.d_ to In the'United Kingdom, since the begin-
ning of 1925, the Government has appoint-
ed several committees to enquire into and to report on applications
by various industries which were alleged to be suffering from
‘“unfair competition.”” In the instructions issued to the com-
mittees it was stated that competition was not to be deemed unfair
unless it arose, inter alia, from (a) depreciation of currency operat-
ing so as to cause an export bounty, (b) subsidies, bounties or other
artificial advantages. During last December alone, about four
industries were ‘‘ safeguarded >’ against such competition by the
imposition of ad valorem duties varving from 33} per cent. to
about 17 per cent. Altogether, it appears, 34 applications were
received between February, 1925 and December, 1925, of which 13
had been summarily rejected and 9 had been reported on. The
remainder were still under consideration or in abeyance.

23. Sufficient instances have now been given to show that the
imposition of countervailing duties is consi-
dered a legitimate means of protecting &
home industry against unfair competition. The reasons why such
action is taken are not difficult to understand. When competition
does not arise from economic causes for which industries may be
held responsible, but from the direct action of a foreign Govern-
ment, in the shape of the payment, of a direct or indirect bounty
on export, or through conditions in a foreign country such as the
depreciation of currency ‘‘ operating so as to create an export
bounty,” direct action on the part of the Government of the injured
eountry is found to be the only practical and effective counter
weapon. It is taken for granted that no industry, however well
equipped or organised it may be, can hold out indefinitely against
such unfair competition unless aided by the State. The temporary
advantage that the domestic consumer may derive from obtaining
a commodity cheaper than he otherwise would, is not regarded as
compensation for the resultsmt injury to a domestic industry or

Reasons for action.
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the feeling of insecurity whiih it produces. The greater the impor-
tance of the industry to the country, the greater is considered the
need for direct Government action for its preservation and protec
tion. The usual action--the imposition of a protective duty—ir
regarded as unsuitable for, however great the measure of protec-
tion, it may prove to be inadequate so long as the rival industry
hag at its back the resources of a powerful Government or derives
some temporary advantage from a depreciated currency. Except
in the rare instance in which the bounty fed article is not produced
in the country to which it is exported and therefore the consumer
benefits whilst no domestic industry thereby sufters any injury,
practically every country in the world has at some time or other
expressed its (f’isap roval, by the imposition of countervailing
duties, of the stimulation of exports by means of a bounty paid
by the State.

\J
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CHAPTER IV.

Countervailing duties on South African Coal.
24. As explained in Chapter III, the payment by the South

, African Government of a bounty on the
ypractice of other coun: 10t of coal would in many other countries
be regarded as constituting unfair competi-

tion and be met by the imposition of a countervailing duty.

25. The question that now arises is: Is the Board, in the

absence of an Indian precedent, to be

Practical considera- oyjded by the practice and example of

ﬂ?“:od;lg:g{m:;pg?g:: so many countries or is the matter to be

" decided mainly on considerations of econo-

mic theory? The latter is a necessary and often the only reliable

guide in the absence of actual practice and experience, but when

the experience of several other countries is available, it would be a
mistake to ignore it.

26, 1 s true of course that no country can wisely follow ihe
Limitations imposed by Practice and example of other countries,
fiscal law and system can- Without considering the limitations neces-
not be ignored. sarily imposed by—
(a) its own legislation and
() its fiscal system,

to the extent to which both are definitely ascertainable. I now pro-
ceed to investigate this aspect of the question.

27. So far as the Indian fiscal law which is directly relevant to
this point is concerned, the only enactment
we have is section 8A of the Indian Tariff
Act (1894). This section was added to the Act in 1899 in connec-
tion with bounty fed sugar. It provides—‘‘ Where any country,
dependency or colony pays or bestows, directly or indirectly, any
hannty or grant upon . the exportation therefrom of
any article . . . the Governor General in Council may,
by notification in the Gazette of India, impose an additional duty
equal to the nett amount of such bounty or grant, however the same
be paid or bestowed.”” The words used are, no doubt, not manda-
tory. Where bounty-fed sugar was concerned, however, according
to the policy of the day the imposition of countervailing duties in-
volved no further proof than the existence of the bounty and in that
sense there is no other limitation on the exercise of this power by
the Governor (eneral in Council. In the absence of any prohibi-
tion in the enactment itself there is nothing to prevent its exercise
in other cases, where the payment of a direct bounty is proved, and
injury may thereby result to an Indian industry. The Fiscal Com-
mssidn took this view with one modification, and in any consider-
ation involving the application of the principle of protection on the
lines enunciated by them that view, if not decisive, must necessarily

Fiscal law.
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carry much weight. For that reason I quote pargaraph 141 of their
Report in which their view is stated—

‘“If action is to be taken to protect Indian industries agaiust
the action of individuals in foreign countries resultin
in dumping, or against such general conditions as arise
inevitably from a temporarily depreciated exchange, it
is clear that protection should equally be afforded
against any deliberate action of a foreign State tending
to stimulate its exports at the expense of any Indiaf
industry. But this branch of the subject is already
covered by Act XIV of 1899 which was passed in order
to deal with the export bounties on sugar. The Act is
worded generally and provides that where any country
pays directly or indirectly any bounty upon export, the
Governor General in Council may by notification in the
Gazette of India impose an additional duty on importa-
tion into India equal to the nett amount of such bounty.
This provision appears to give all the security that is
required to counteract any system of export bounties and
provides an opportunity for any industry which feels
that it is being handicapped by such export bounties to
approach the Government of India with a view to the
imposition of countervailing duties.”

It will be observed that the Fiscal Commission considered in sub-
stance that the powers were adequate and that by their exercise pro-
tection should be afforded against the action of a foreign Govern-
ment ‘‘ tending to stimulate its exports at the expense of an Indian
industry.”  They did not insist that actual, much less serious,
injury was to be established, before relief could be granted. This
is In accordance with the practice of some of the other countries.

The modification to which I have referred is that the action of
the foreign State tending to stimulate its exports in case of a bounty
should be ‘‘ deliberate.”” This can be but rarely established, but
when it is, the need for the exercise of the powers is all the greater.
If actual injury is established, the necessity for its exercise can
seldom be resisted.

28. I may now consider whether any limitations are imposed b
our fiscal system. This system has generallr
been described as one of ‘‘ discriminating
protection. In the nature of the case, the phrase cannot be defined
with such precision as to embrace all the circumstances justifying
such protection. The phrase must be interpreted with reference {o
the peculiar conditions of each industry and no hard and fast rule
can be laid down. In ordinary applications for protection our deli-
berations would be guided by the declared policy of the Government
of Inda, which is to be gathered from the Resolution of the
Assembly dated the 16th February, 1923, when the policy of protec-
tion was initiated. All the conditions laid down by the Resolu-
tion, however, are not applicable to this case. Tt is therefore neces-
sar 7 to fall back on general considerations, of which the mosl

Indian fiscal system.
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important is ‘‘ due regard for the well-being of the community.”’
This, in its turn, cannot be defined, but I think the condition will
be satisfied if it can be shown—

(1) That actual injury has resulted to the Indian Coal industry.

(2) That the duty recommended is no higher than would suffice
for the purpose of enabling Indian coal to compete suc-
cessfully against South African coal.

{3) That the burden of the duty is not unreasonable.

(4) That on a balance of advantages and disadvantages the
imposition of the duty is in the national interest.

29. In my note I have explained that the competition of South
African coal in the Indian and Eastern
markets has resulted in a reduction of the
sales of Indian coal by 1,125,000 tons.
Translated into money this means, even at the present low prices, a
reduction of Indian exports of about 11 crores,* and to the Coal
industry a loss of husiness of which the total pithead value is in the
neighbourhood of 60 to 70 lakhst. If it is borne in mind that it is
only first class Bengal and Bihar coal which is exportable, the quan-
tity lost to the Indian industry is nearly 14 per cent.} of such coal
available for sale.

Injury to the Indian
Coal industry extensive.

30. Objection may be made that the loss of external markets
cannot rightly be taken into account in esti-

Loss of external market mating the injury done to the Indian Coal
(‘;“‘l’;‘t f’:‘ dﬁ:‘;’;i;ﬁg the industry by the competition of South African
extent of injury. coal.  The argument is that this enquiry is
not concerned with external markets, and

that in any case the Board’s recommendations, confined as they
must be to the Indian markets, will not help the industry in the
former markets. 1f this is so, it may be a ground for examining
the question of exports, and devising means for capturing or re-
capturing those markets but scarcely for ignoring the injury thus
inflicted. The guantum of the injury is a factor which must be
considered in the application of a remedy. Moreover, where an

* Taken at an average f.o.b. price of Rs. 12 per ton.
+ Taken at an average pithead price of Rs. 6 per ton.

1 The result is thus arrived at. The total production of coal is taken at
20 million tons. From this is deducted coal—

(@) consumed at the pithead 124 per cent. . . 23 million tons
(b) produced in Indian States . . . . 1 million tons.
(¢) produced in Central Provinces . . . .1 million tons.
(d) raised by railways which never comes into the

market . . . . . . . . 2 million tons.

64 million tons.
This leaves 13} million tons of all coal. According to the Chief Mining
Inspector's opinion 64-3 per cent. of Jharia and 54 of Raneegunge coal, or an
average of 60 per cent. is first class coal. This is equal to 81 million tons, of
which 1:17 millions is 14 per cent.
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industry has suffered damage by losing a substantial export market
it may be an additional reason for giving such help as is possible
within the country.
31. As to the question of the amount of the countervailing duty
to be imposed, the maximum amount which
inAn:ic\)ll:,nt :;o counteé‘:daﬂ- is justifiable is the amount of the bounty,
Re 180 per fon on ViZ 75- 6}d.=Rs. 5 per ton. All the evid-,
South African coal. ence recorded in this enquiry, however, is
to the effect that a duty of Re, 1-8-0 per ton,
added to the existing duty of annas 8, will be sufficient to enable
Indian coal to compete successfully with South African. My col-
leagues and I are in complete agreement on that point, and I would
therefore recommend the imposition of a countervailing duty of
that amount on all South African coal imported into India. If the
South African Government adopts any counter measure or if South
African coal still finds its way into the Indian markets, the duty
may be increased by executive action to an effective amount.
32. T must now consider whether the imposition of a counter-
Burden of the counter- Vailing duty will throw on the consumer an
vailing duty on the con- unreasonable burden. It is possible that
sumer. the price of South African coal may rise by
the full amount of the duty, but this, as T shall presently try to
show, will not necessarily be equivalent to an increase of the con-
sumer’s burden.* So far as Indian coal is concerned, my colleagues
are of the opinion, and I agree with them, that ‘it is doubtful
whether the price of Indian coal in Bombay or Karachi would rise
at all as a result of the duty, but the increase (if any) would not be
more than 12 annas per ton. There would bhe no increase else-
where.”’t In the immediate future the chances of a rise even of 12
annas per ton do not appear to be great. In Bombay where busi-
ness is very largely done through middlemen, the prices will not be
allowed to rise if they can help it. Their interests lie to some
extent in exploiting the “ prejudice” against Indian coal, and in
compelling the collieries on that ground to sell their coal as long
as possible at the present level of prices. Further, there is at pre-
sent keen internal competition between rival producers which keeps
prices down. The industry is at present in a state of depression
and there is a certain amount of over-production so that competi-
tion for that reason, to get rid of the output, is all the more severe,
and prices at the pithead already appear to have fallen by about
annas 8 to annas 12 per ton since the Board’s enquiry commenced.
A further safeguard against such a rise is to be found in the fact
that there is some risk involved in this to the bunker trade in these
two ports. The shipping trade is none too prosperous at the present
moment, and an additional shilling in the cost of fuel may make all
the difference as to where a ship might bunker, and trade in bunker
coal may be driven to other ports. One rate for bunker and another
for domestic coal is hardly a practical proposition. All these rea-
sons are sufficiently strong to prevent a possible rise.

* See paragraph 34. . o
t See paragraph 72, finding (6) of the Majority Report.



68 MINORITY REPORT.

33. I may perhaps add in this connection that the Bombay
Chamber of Commerce stated that apart
suigigciiﬁalf&?ggb:fvc:g: from the mill industry they were not aware
tervailing duty. of any important industrial concerns in
Bombay that were consumers of coal. The
textile mills of Bombay may, therefore, reasonably be regarded as
the principal consumers of coal in Bombay. So far as they are con-
cerned, they are willing to acquiesce in a rise of price, should it take
place in consequence of the imposition of countervailing duties.
They, in fact, recommend their imposition, if it is established that
the competition from South Africa is unfair by reason of South
African coal receiving direct or indirect bounties.

34. In paragraph 32, it has been shown that there will be no
Rise i . rise in the price of Indian coal to the con-
ise in the price of : s .
South African coal will Sumer in any of the principal Indian ports.
throw no burden on the There will be a rise, however, in the price
consumer, it may reduce of South African coal in Bombay and
- Karachi. Will the consumer have any real
additional burden imposed upon him by this fact? It must be
recollected that at present the consumer pays for South African coal
Rs. 2 per ton more than it is entitled {o on its merits. He will
save this amount on every ton of Indian coal which he substitutes
for South African coal, provided of course that he takes the ordinary
precaution of making his purchases in such a way that lhe gets the
Indian coal which 1s claimed to be as good as the South African
coal. If the quality of the coal is assumed to he the same, he will,
far from incurring an additional burden, effect a saving in his
total coal bill.

35. If South African coal is, as a result of the duty, eliminated
from the Indian market, Indian coal may
Quantity . th_ hsouth naturally be expected to take its place. The
African coal which may  fo])owing table gives the quantities and

be displaced. £ . . 3 .
value of South African coal imported into

India during the last five years: —
Quantity.
Millions of tons.
Excluding Gvernment Stores.

1921 . . . . . . . . . . 0464
1922 . . . . . . . . . . 0398
1923 . . . . . . . . . . 0398
1924 . . . . . . . . . . 0-327
1925 . . . . . . . . . . 0335
Average . . . . . . . . 0383

Value.

Lakhs of rupees.

1921 . . . . . . . . . . 17252
1922 . . . . . . . . . . 131-78
1923 . . . . . . . . . . 10559
1924 . . . . . . . . . . 8233
1925 . . . . . . . . . .77

Average . . . . . . . . . 113-98
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The average quantity per annum imported during the last five years
is 383,000 tons.* Out of this some deduction s%ould be made for
re-exports of South African coal. No figures are available but an
allowance of 43,000 tons may perhaps be sufficient, leaving 340,000
tons for Indian coal to displace.

The total value of the trade was on the average of the last five
vears Rs. 113-98 lakhs per annum. A deduction of about 10 per
cent. for re-exports will reduce the total to about 103 lakhs. Ttas
true, that owing to a decline in prices, the average total value of
trade thus acquired will be smaller now, but even if the figures of
last year are taken, there is little doubt that the trade of the coun-
try as a whole will benefit by the displacement of South African by
Indian coal.

36. I have made an attempt to show that the burden on the

consumer will not be increased by the

. gﬁllfetgyt:l}feciglgggi as imposition of a countervailing duty, and

N that in fact it may result in reducing his

of countervailing duty. 4 tal coal bill. Wl“{atever benefit the iidus-

try may derive is, therefore, in a sense a nett gain to the country.

If the benefit is small there is no reason to despise it for it costs the

country nothing, while whether it is small or otherwise must be
largely a matter of opinion.

37. In paragraph 34, I have stated that by the substitution of
P . Indian for South African coal, the consumer
recautions by con- . . .
sumer to secure good Will, far from carrying any additional bur-
quality of Indian coal. den, reduce his total coal bill by saving about
Purchasing ditect from Rs. 2 per ton, provided that he takes the
collieries. ordinary precaution of making his purchases
in such a way that he obtains the Indian coal which is claimed to
be as good as South African coal. There are two ways in which
he can safeguard himself. First, he can take advantage of the grad-
ing and certification system now being introduced, and purchase his
coal, without the employment of middlemen at either end, direct from
reputable collieries. Kven when there was the Dbitterest com-
plaint against the quality of Indian coal, purchases so effected were
found to be satisfactory. This is clear from the fact that the Coal
Committee gave it as their opiniont that in Rangoon and Madras
exporters of Indian coal hud not fallen under the condemmnation
which they had found in the other ports. An examimation of the
evidence taken by the Coal Committee leaves little doubt in my
mind that this was largely due to direct purchases. Mr. Sinclair,
for instance, giving evidence on behalf of the Irrawaddy Flotilla
Company, Timited, Rangoon, statedf—

““When we go to a good firm in Calcutta we consider that we
shall get good coal. We have never been let down.”

* I prefer to take the average of five years for reasons similar to those given
in paragraph 42 in connection with the partial recovery of the market by
Indian coal. .

+ See page 105 of the Indian Coal Committee’s R?port..

1 Page 340, Vol. IT of the Indian Coal Committee’s Eviden e,
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As regards Bombay, the evidence points to the same opinion. For
instance, Major Duncan Wilson of Messrs. Killick Nixon and
Company, Bombay, states*—

““We ourselves dealing with a reputable firm in Calcutta were
well satisfied enough.”

38. Secondly, where it is necessary, or, as is the case in Bombay,
fecuring guarantes as it 1S customary to effect purchases through a
to the quality if middle- middleman, the consumer can protect him-
men employed. self by taking from him guarantees as to
quality, and enforcing them by penalties or otherwise. One of the
ways in which this can be accomplished is the system followed,
among others, by important purchasers such as the Municipal Cor-
poration, the Port Trust and the Tmprovement Trust, Bombay.
The system, which was commented on with some approval by the
Todian Coal Committee,t was fully explained in the evidence re-
corded in their enquiry.f After describing the system the Committee
observe : —

“ There are two points of interest in the system; the first is that
it has resulted in Indian coals being accepted after open
competition in preference to Natal coals, and the second
that it has been applied to the coal supplied by Calcutta
firms whose representatives had explained to the Com-
mittee the impossibility of any such system.”

The fact brought out in this quotation is that the system is both
workable and effective.

39. The main reason why the consumer should safeguard him-
self in one of the two ways already mention-
¢ Reason for such guaran- 1 i the fact that there is a considerable
ees. . . .
body of evidence on record which points to
the conclusion that he has not always been fairly served by the
middleman. Where no middleman was employed, or where guar-
antees were taken from him when he was employed, there was little
or no complaint against the quality of Indian coal, but where he
was ordinarily employed without giving guarantees as to quality,
the complaints were generally bitter. There can be, therefore, very
little doubt that there is some connection between the middleman
and the very inferior quality of Indian coal supplied to his employer
in Bombay. Some light is thrown on this subject by the evidence
(from which a few extracts are printed in Appendix X) of reput-
able witnesses. Some of them have expressed the opinion that the
middleman is to a large extent responsible for the iniquities imput-
ed to the Bengal coal trade. In the opinion of others, the grading
and certification of coal will not avail against the evil of mixing
inferior with superior coal, a circumstance for which, it has been

* Page 287, Vol. II of the Indian Coal Committee’'s Evidence.
t Paragraph 113 of the Indian Coal Committee’s Report.
I e.g.. the evidence of Mr. E. Gordon Cameron, Mechanical Engineer,
l]g%og:;bay Corporation, page 245 et seq., Vol. IT of the Indian Coal Committee’s
vidence.
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alleged, the dealer or the middleman is sometimes responsible. It
appears also that some middlemen speculate in coal. This may 4
give them an interest in decrying the quality of Indian coal, and
thereby compelling the trade to reduce prices, especially when the
coal is already in Bombay and requires quick disposal. The rules
of ordinary prudence impose upon the purchaser of any commodity
the duty of exercising a reasonable amount of vigilance; the duty 1s
still heavier when he employs agents against some of whom allega-
tions, such as those to which I have referred, have been publicly
made by respectable witnesses.

40. The consumer has at present little or no inducement to adopt
Consumer  will not ¢ither of the precautions suggested in para-
adopt any precautions un- graphs 37 and 38. Usage has proved strong
less South African coal enough to make him think less of the extra
becomes dearer. rupee or two he pays for South African coal
than the trouble involved in a change of system. He will change
his method of purchase when he finds South African coal dearer and
discovers, that by taking reasonable precautions, Indian coal of {ike
quality can be substituted for it at a smaller cost.
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CHAPTER V.

Objections to the imposition of a countervailing duty
on South African coal.

41. Some of the more important objections {o the imposition of
Resultant gain to @ countervailing duty may now be consi-
Indian Coal industry dered. The first of them is that a counter-
small. vailing duty will result in very little good
tp the Indian Coal industry. It will effect only a small increase
in the sale of Indian coal and will be of no assistance in the
foreign markets though the damage suffered theve by the Indian
Coal industry is three times as great as in the internal markets.
It is hard to understand the force of an argument which <-ould
reject a gain, not counterbalanced by some real disadvauntage
simply because it is small. Moreover, an argument of this Lind
involves, in my opinion, a misconception as to the respective func-
tions of countervailing and protective duties. The latter have for
their primary object the establishment, the development or the
acceleration of the progress of an 1n(lustrV It is for this reasom
that the resultant gain should be substantial and is regarded as an
essential factor in arriving at a decision to impose “them. The
primary object of countervailing duties, on the other Land, is the
prevention of probable or actual injury to an industry arising from
what is known as unfair competition. The resultant gain Is neces-
sarily smaller lf the duties are, as they ought to be, imposed at
an early stage in self defence and the evil attac ked as soon as
it has become visible, or at any rate before it has spread to any
appreciable extent. All the countries, which I have mentioned,
with the possible exception of Great Britain (whose example, as
I have tried to point out, is not, applicable), have acted on {his
principle. There is notlung in India’s fiscal law or .wstem which
prevents us from adopting it, and much is to be said in its favour
as the justification of a pr cmutlonal\ measure founded on the rules
of prudence.

42. A further objection is that, so far as Bombay and Karachi
are concerned, a partial recovery of the mar-

Some recovery already ket has alreadv been effected and that the
t‘;:;:ble without  protec- process of recovery will continue vutil the
Indian coal has practically re-established

its former position. It is true that the following figures show a

decline in the imports from South Africa during the last year or so.

Bowmbay. Karachi. Total.

T ns, Tons. Ton-,
1921-22 . . . . . 443,614 18,471 462,035
1922-23 . . . . . 199,349 15,649 245,168
1923-2¢ . . . . 296,125 (3,217 359,442
1924-25 . . . . 218,781 77,987 236,765
192520 (9 month‘z) . . . 130,323 54,344 184,727
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But I think that it will not be safe to accept this decline as proof of
a permanent recovery of the market by Indian coal, or to venture
upon any prophecy as to how much of the market may be recovered
without protection, or how little of it may eventually remain to be
recovered if protection was granted. More than once these fluctua-
tions in the import figures have happened and proved by subsequent .
experience to be deceptive. In 1912-13, the imports from South
Africa into Bombay and Karachi rose to 219,000 tons and in the
following year they declined to 197,000 tons. The imports in
1921-22 were 462,000 tons.  In 1922-23 thev dropped by a little less
{han half to 245,000 tons and it might then have been predicted that
South African coal was being rapidly driven out of the Bombay and
Karachi markets. The figures for the following year, 1923-24,
would, however, have shown that the prediction would have been
premature for the imports again rose in that year to 359,000 tons.
Since then there has been a decline but this is no proof that they may
not rise again, and that our former experience may not be repeated.

Apart from this, there are circumstances which, in my cpinion,
make it unsafe to assume that the decline in South African imports
i« due to permanent causes. In August, 1924, out of 139,600 tons of
Bengal coal shipped to Bombay since the beginv.ng of the year
50,000 tons remained unsold.* * This quantity had to be sold subse-
quently at sacrificial prices. This is evident from the following
statementt of a Bombay middleman before the Coal Committee on
the 4th February 1925: —

““I am getting coal Rs. 6 to Rx. T cheaper on the bunder
because the Calcutta coal combine and Messrs. H. V.
TLow and Company Limited, have bad to dispose of their
stocks at a great sacrifice. I got a paveel of 7,000 tons
of Bengal cval.”

The Bombay market was apparently overstocked with Indian coal.
This can only be regarded as a temporary feature accounting for
the smaller imports of South African coal which it was for the time
being pushing out of the market.

There is one other factor which cannot wholly be ignored.
Since 1924, South African coal has found a more extensive market
in the Straits, Colombo, and in the East African and Red Sea ports
where South Africa has been able to sell nearly 200,600 tons more
of Natal coal alone than in the previous year{. Indian coal was
unable to compete in these markets and the existence of this outlet
has made it the less necessary for South African coal to cut down
prices in Bombay and Karachi and to compete there against Indian
coal. This may partly explain the decrease in the imports from
South Africa into Bombay and Karachi. If pressure in the other
markets increase, a revival of South African competition cannot be
regarded as improbable in the markets of Bombay and Karachi.

*See page 211, Vol. II of the Indian Coal Committee’s Evidence.

tIbid page 274. )
IReport on South African Harbours and Railways, 1924-25.
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The objection to the countervailing duty discussed in this para-
graph loses much of its weight if my contention that the duty, if
imposed, will not raise the price of coal to the consumer and may
result on the whole in a nett gain to the country, is correct. If a
permanent recovery is in fact taking place as alleged, there is little
point in refraining from a measure which expedites the process with-
out calling for any sacrifice on the part of the consumer or of the
country.

43. Another objection is that during the vears immediately fol-
Past deterioration in 10Wing the war, the quality of Indian coal
quality of coal partially sent to the overseas markets and particularly
disentitles industry to Bombay and Karachi was very unsatisfac-
o : ) tory, that the Indian Coal industry was
{:artly responsible for it and that therefore it cannot now ask for
elp at the expense of the consumer or of the country. This last
part of the objection has already been disposed of. Neither the
consumer nor the country is called upon to make any sacrifice. As
regards the deterioration in quality during the particular period
there can be no question. The coal trade has not denied the charge,
and I agree with the opinions of the Coal Committee and of my col-
leagues on that point. I have no hesitation in stating that the con-
demnation of the Indian coal was at the time well deserved. There
was a genuine distrust in the minds of the purchasers of that coal,
and the use of the word ““ prejudice *” by the trade to descvibe it was
grotesque. I cannot, however, confidently hold, upon the evidence on
record, that the feeling of the consumer to-day in rejecting good
quality coal, when it is offered to him, is not appropriately deseribed
as prejudice*. Part of the responsibility for the deterioration of the
quality of Indian coal undoubtedly rests upon the shoulders of the
coal trade, but I am unable to fix it to an extent which would justify
the rejection of 1ts application on that ground. There are far too
many persons and circumstances connected with that fact to permit
of a fair distribution among them of the blame. To mention only
a few; there was scarcity of coal, foreign coal having practically
disappeared, at a time when the local demand for it was intensified
by an unprecedented trade boom; there was the shortage of trans-
port both by rail and sea and consignments had to be made up to
suit the facilities available for them ; there was the control of wagons:
which transferred part of the trade from the hands of the producers
to those of speculatorst; there were the railway and port authori-
ties who failed to provide that careful handling and loading ren-
dered necessary by the quality of Indian coal and who were, in the
opinion of the Coal Committee}, for that reason responsible jointly
with the trade for some deterioration though in diferent degrees;
there was the embargo, which necessitated licences, and made it

* See evidence of Messrs. Andrew Yule & Company, p. 223, Vol. IT of the
Indian Coal Committee’s evidence.

+ Evidence of Mr. Hawkins, Coal Transportation Officer, pp. 58 and 86,
Vol. IT of the Indian Coal Committee’s evidence.

T Pages 87 and 95, Vol. T of the Indian Coal Committee’s Report.
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possible for dealers to ship whatever quality of coal was available;
there v ax the consumer in Bombay who took no precautions and who
was anxious to get Indian coal (foreign coal being then not available)
of any kind at any price*, for the cotton mills of Bombay had to be
kept going during a ‘“ boom > period and there was the middleman
in Bombay who in that circumstance had an opportunity of
making huge profits for any coal that he could get and sell.*
This list is not exhaustive, but it gives some idea of the difficulty
of assessing the blame which each of the parties must bear. To
justify the refusal of protection the share of the responsibility
properly falling to the Coal industry itself must be shown to be
aiiubstantial and definitely established and, in my view, this cannot
ye done.

44. Further, it is urged that it is unfair to restrict the con-
. .. sumer’s choice by making the coal to which
ing:ﬁ:‘xgzzm':fr.srzﬁ';i’g:: he is accustomed dearer for him, and com-
pelling him to buy other coal which he is
said not to like. Such an objection does not take sufficient account
of the distinction between the rights of a consumer under the dif-
ferent systems of Free Trade and Protection. In the latter system,
however ‘‘ discriminate,”” he holds a weaker position than he does
under the former. Protection necessarily involves hardships on the
consumer from which he is exempt under Free Trade. He is lucky,
as indeed he is in this case, if his burden is not increased, and a
domestic commodity of the same quality as that of the foreign one
is rendered available for him. Once the principle of protection is
applied to an industry, some restriction on the consumer’s choice
can no longer be regarded as one of the decisive factors. TIf it is,
in many cases the granting of protection may present serious diffi-
culties. In this case, moreover, the consumer has in the past
taken little or no reasonable care to safeguard his own imterests.
Some responsibility rests on him also for the inferior quality of
the coal which he has accepted in the past, and if he is now called
upon in the national interest not to make any sacrifice but to be
a little more vigilant, he cannot reasonably complain.

45. The total value of the imports of [ndian merchandise into
. South Africa is much greater than the value
Afl:iect:hatmn by Bouth ,f the exports of South African merchandise
) to India. Tt may be urged as an objection

that the imposition of countervailing duties may lead to economic
retaliation by South Africa by which the gain to India resulting
from the imposition of a countervailing duty may be more than
counterbalanced and India may on the whole turn out to be a loser.
T will examine the position purely from an economic point of view.
I give in Appendix XTI, from the official Year Book of the Union of
South Africa for 1924, the figures of imports into and exports from

* For what was described as ‘‘one of the worse of Indian coals’ as much
as Rs. 125 per ton was paid, the middleman’s profit being Rs. 25 per ton,
page 279, Vol. II of the Indian Coal Committee’s evidence.
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South Africa.* It appears from the table that the principal
articles of import are bags for coal, grain, sugar and wool which
in 1923 accounted for over one million pounds out of the total
imports of £2,300,000 odd. These, I presume, are jute bags in
which India has a practical monopoly. It is doubtful whether
South Africa would find it to her advantage to shut them out.
Cotton manufactures, upon which some emphasis is sometimes laid,
emount only to £42,000 which is less than Rupees 6 lakhs per annum
and from the point of view of the Bombay mill industry may be
treated as negligible. Rice accounts for about £345,000. This is
presumably for the use of the Indian population and a heavy duty
upon this article may raise its price. But it must be remembered
that so long as South Africa employs Indian labour and free rations
form part of its wages, (as they apparently do, for instance, in col-
lieries), the whole burden of the rise will not necessarily fall on
Indian shoulders. On the whole, therefore, it appears to me that
the fears of economic retaliation by South Africa are mnot well
founded.

* I prefer these figures to those from our trade returns. They are likely
to be more accurate than ours as they give the quantities which have actually
come into the country. Further, our export figures are likely to exaggerate
the amounts if exports to Portuguese South Africa are included in and to
understate them, if they are excluded from, the exports tc South Africa.
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CHAPTER VI.

Export Trade, Summary of Conclusions and Recom-

1

46. Before summarising my conclusions T shall deal Dhriefly
with the export trade. The preceding
chapters have shown that the competitior
from South  Africa has done far more extensive damage
to the Coal industry in the markets outside India than in thcse
of India itself. The amount of Indian coal displaced in these
markets is about three times as much as the quantity driven from
the various ports of India. The proposals put forward by me,
even if they are accepted, will not enable the Indian Coal industry,
except to a slight degree, to repair the damage. Tnless the Coul
industry is enabled to re-capture its former external markets and
to develop new ones, it cannot reap any material benefit. The
question of the export trade to ports outside India has not been refer-
red to the Board and therefore, no proposals can now be made
in that connection. The work of the Indian Coal Comnmittee has
resulted in the appointment of a Grading Board and the provision
of facilities for the certification of export coal, and should thus do
something towards re-establishing the reputation of Indian Coal
in Western India, Ceylon, the Straits, ete. It is doubtful whether
these measures alone, can take the industry very far. The investi-
gations of the Coal Committee primarily turned on the improve-
ment of transport and handling facilities, and the reduction of
transport and handling charges that could be reasonably made by
the railways and the ports, having due regard to their own finan-
cial requirements and resources. They were more concerned to
ascertain the sacrifices the railway and port administrations could
afford to make than to estimate exactly the assistance required by
the Indian coal trade to regain its old supremacy in its former
markets. In substance, therefore, the position is that the examina-
tion of the question of the export of coal is still incomplete. If
it is undertaken at any time, it can no longer be a piecc-meal
husiness. It must have for its aim a complete and thorough
examination of the coal resources of India and their conservation
combined with their economic development, and the proposal of
measures which would ensure for the industries situated not only
i the vicinity of the coalfields but in the other parts of India,
a cheap and continuous supply of coal. Tt must be proved that
the re-growth of a large export trade is compatible with the
national interests, and that it will not prejudice the expansion of
the larger industries dependent upon those grades of coal which
are suitable for export. It will also involve a careful scrutiny of
the raising costs and the organization and equipment of the indus-
try, with a view to ascertain whether it has reached that state
of development which is necessary for the economic production and
export of eoal in competition against other countries. An essen-

Export trade.



78 MINORITY REPORT.

tial feature of the investigation must be an estimate of the pro-
bable effect of the export of coal on its domestic price. Railway
and sea freights form two of the principal items in the price of
coal. The reduction of railway freights may at once 1aise the
question of the financial obligations of the railway administration
to general revenues, while sea freights will involve many problems
of their own. Above all, it should not be forgotten that usage
and ‘‘ prejudice ’’ are elements of the situation which involve a
bigher sacrifice in the re-capture of lost markets than the capture
of new ones in which they have already not come into play. These
are some of the suggestions that I thought T would like to make if
only to point out that the question presents greater difficulties than
are discovered at first sight and that its examination cannot be
undertaken except after very serious consideration, or completed
without very prolonged research.

47. My conclusions may now be summa-

8 - rised as follows:—

(1) The South African coal receives a bounty of 6s. 31d.=
Rs. 4-3-0 per ton in the shape of the reduction of railway
freights.

Bunker coal used by ships carrying cargoes of export
coal gets a reduction of freight at the above rate which
amounts to an additional bounty of 1s. 3d. = Re. 0-14-0
per ton on every ton of export coal. This may be re-
garded as a subsidy on sea freights. The total bounty
1s thus 7s. 64d.= Rs. 5 per ton.

(2) The bounty is part of a deliberate policy of tihe Sounth
African Government which aims at the development of
the export trade in coal, a result which could cnly be
obtained at the expense of Indian coal which is its
principal rival.

(8) Without the bounty South African coal cannot compete
against Indian coal in any Indian or Eastern market,
except at a very heavy loss.

(4) Extensive damage has been done to the Indian Coal indus-
try by the competition of South African coal in the
Indian and the Eastern markets, and the bounty is the
principal cause of this damage.

(5) The displacement of Indian by South African coal in the
overseas markets has been facilitated by dissatisfaction
with the quality of the Indian coal supplied, by the
embargo on the export of coal and by the rise in the
rupee-sterling exchange from 1s. 4d. to 1s. 6d. These
factors, however, are entirely subsidiary and by them-
selves could not have brought about the success of South
African coal.

{6) The circumstances are such that the imposition of a counter-
vailing duty is justifiable in accordance with the policy
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** discriminating ** protection and is desirable in the
natlonal interest.

(7) The imposition of the duty will not raise the price of Indian
coal to the consumer.

‘8) The consumer can secure good quality coal if he takes
advantage of the «rludmo' and certification of coal and
(a) purc%lases it direct from reputable collieries (D) or
safeguards himself by obtaining guarantees as to quality |
from the middleman, if he has “to make his purchases
through the latter.

(9) Economically and financially, the country will gain by the
imposition of the duty.

Recommendations. 48. My recommendations ure:---

(1) A duty of Re. 1-8-0 per ton in addition to the present duty
of Re. 0-8-0 per ton should be imposed on «ll Soutn
African coal entering India. This should suffice to en-
able Indian coal to compete successfully against Soutn
African coal in any port in India.

(2) The duty should be increased if any counter action is taken
by the South African Government or if South African
coal still enters India.

P. P. GINWALA—Member.
20th April, 1926.
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APPENDIX I.

Press Communiqué tssued by the Tariff Board on the 6th Novem~
ber 1925.

In the Resolution of the Government of India in the Commerce
Department, No. 47-T. (49), dated 30th September 1925, the Tariff
Board were directed to enquire into the question whether a protec-
tive dutly should be imposed on imported coal generally, or on coal
imported from any particular country or countries, and, if so, at
what rates. The Board have now received from the Indian Mining
Federation a representation in which the following proposals are
made : —

(1) The imposition of protective duties at the following
rates : —

(@) Rs. 5 a ton on coal imported from South Africa;

(0) Rs. 10 a ton on coal imported from any other
country;

(¢) Malf an anna a gallon on imported fuel oil.

(2) The grant of a bounty of Rs. 3 a ton on coal exported to
foreign countries.

The grant of a bounty on exported coal is beyond the scope of the
reference made to the Board and this proposal will not be con-
sidered by them. The proposal that a protective duty should be
imposed on fuel oil is also beyond the terms of veference, and raises
issues different in their nature from those connected with coal and
more far-reaching in their scope. The Board are prepared to admit
evidence tending to show that a protective duty might be wholly
or partially ineffective unless it were accompanied by a duty on
fuel oil and evidence bearing on the comparative cost {0 industries
of using fuel oil or coal, especially in Bombay and Sind. Tt would
Lave been necessary to examine these aspects of the case even if
no proposal for a protective duty on fuel oil had been made. But
ihe Board will not in this enquiry consider the question whether a
duty on fuel oil should be imposed, and will coufine themselves to
the single issue whether a duty should be imposed on coal and, if
so, at what rates.

2. The Board will be glad to receive representations from those
public bodies, firms and persons who ave likely to be affected by
the proposed duty on coal and desire to express their views. The
Memorandum of the Indian Mining Federation and the Board’s
questionnaire have been printed and copies can be obtained from
the Manager, Government of India Central Publication Branch,
Calcutta, or all Provincial Government Book Depdts and authorised
Booksellers, price 2 annas per copy.
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The questions in the latter sections of the questionnaire are in-
tended for the Indian Mining Federation and the Indian Mining
Association, the two organized bodies who represent Indian coal
producers. The questions in the first section are general and deal
with matters on which the evidence not only of producers but also
of consumers and other persons interested in the coal trade is neces-*
sary. Some of those who desire to be heard may find it convenient
to submit detailed answers to the questionnaire, while those who pre=
fer to express their views in a more general form may find the ques-
tions useful as indicating points on which the Board desire to be
informed. Some of the questions cannot be answered without lecal
knowledge, und answers by firms and others who possess such know-
ledge will be of special value.

3. Representations should be addressed to the Board’s office at
No. 1, Council House Street, Calcutta, and should be sent in so
as to reach the Board not later than the 30th November 19256. Re-
presentations received after that date cannot be cousidered. Those
firms or persons who desire to give oral as well as written evidence
should inform the Board not later than the 20th November. The
coral evidence of the representatives of the Indian Mining Federa-
tion and the Indian Mining Association will be heard in Calcutta
in November, and the Board’s subsequent programme will be settled
when it is known who dekire to give oral evideuce.
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APPENDIX VIII.

Distances to certain ports from Culcutta, Durban and Delagoa Bay.

o To t From From From
. Calcutta Durban | Delagoa Bay

Miles. Miles. Miles.
Aden . . . . . . 3,311 3.166 2,953
Karachi . . . . 2,564, 3,875 2,675
Bombay . . . . 2,112 3,822 3,608
Colombo . . . . . 1,241 3,615 3,408
Madras . . . . . 776 4,085 3,069
Caleutta . . . . . ’ 4,737 4,585
Rangoon . . . ‘ 779 4,741 | 4,636
Singapore . . . . . 1,651 T R385 4,900
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APPENDIX IX.

White paper issued by the Board of Trade.

Ertract from the Board of Tradge Journal, dated the 5th February,
1925.

THE BOARD OF TRADE.

SAFEGUARDING OF INDUSTRIES.
Procedure and Enquiries.

It is the intention of the Government that any duties proposed
for the safeguarding of industries shall be imposed for a limited
period, and in a Finance Bill in which that period will be prescribed.
Duties will only be proposed in a Finance Bill if the Board of Trade
are satisfied that a primd facie case for enquiry has been established,
a Committee appointed by the Board of Trade has reported that a
duty ought to be imposed, and the Board and the Treasury concur in
the proposal. Applications will not be entertained in respect of
articles of food or drink.

The Board of Trade, in deciding whether a primd facie case for
enquiry has been established, will act in accordance with the gene-
ral rules laid down in Section I hereunder.

Where the Board of Trade are satisfied that a primd facie case
for enquiry is established, the Committee appointed by the Board
will be invited to report in accordance with the general rules laid
down in Section IT hereunder.

Secrion 1.

Rules to be applied by the Board of Trade.

The rules to be applied by the Board of Trade in deciding
whether to order an enquiry will be as follows: —

(1) The Board must be of opinion that the industry applying
for an enquiry in respect of the whole or any part of its
production can reasonably be regarded as of substantial
1mportance on account either of the volume of employ-
ment engaged in such production or of the nature of the
goods produced.

() The Board must he of opinion that there is primd facie
evidence that the competition of foreign imports in the
indusiry is exceptional, and that by reason of such com-
petition employment in the production of the goods in
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question in the United Kingdom is being or is likely to
be, seriously affected.

(3) The applicant industry must also show that in the countries
from which such competition largely comes, the condi-
tions in one or more of the respects set out in paragraph
(5) of the Rules hereunder, for the guidance of Com-
mittees, are so different from those in this country as to
render the competition unfair.

(4) The Board of Trade will, in their discretion, reserve the
richt to refuse an enquiry, irrespective of other condi-
tions obtaining in the industry, if they are of opinion
that the industry is not carried on in this country with
reasonabhle efficiency and economy, or that the imposi-
tion of a duty on goods of the class or description in
question would exert a seriously adverse effect on em-
ployment in any other industry being an industry using
goods of that class or description in production.

If the Board of Trade are satisfied that a primd facie case is
established in accordance with the above conditions, the Board will
refer the claim for enquiry to a Committee.

Skction I1.

Instructions to Committees.

A Committee appointed by the Board of Trade for the purpose
of such an enquiry will be instructed to report on the following : —

(1) Whether the applicant industry is, by reason of the volume
of emplovment, engaged in the production of the goods
to which the application relates, or by reason of the
nature of the goods produced an industry of substantial
importance.

(2) Whether foreign goods of the class or description to which
the application relates are being imported into and re-
tained for consumption in the United Kingdom in abnor-
mal quantities.

(3) Whether the foreign goods so imported are being sold or
offered for sale in the United Kingdom at prices which
are below the prices at which similar goods can be profit-
ably manufactured or produced in the United Kingdom.

{(4) Whether, by reason of the severity and extent of such
competition, employment in the manufacture or pro-
duction of such goods in the United Kingdom is being,
or is likely to be, seriously affected.

{5) Whether such exceptional competition comes largely from
countries where the conditions are so different from
those in this country as to render the competition unfair.
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. Competition for the purpose of such enquiry is not to be deemed

to be unfair unless it arises from one or more of the ,following
causes : —

(a) Depreciation of currency operating so as to create an ex-
port bounty.

(b) Subsidies, bounties, or other artificial advantages.

(c) Inferior conditions of employment of labour, whether a¥
respects remuneration or hours of employment, or other,
wise, obtaining amongst the persons employed ir the
production of the imported goods in question as compared
with those obtaining amongst persons employed in the
production of similar goods in the United Kingdom.

In making their report upon the alleged unfairness of the com-
petition, the Committee may call attention to any special circum-
stances by reason of which, in their opinion, the industry in the
United Kingdom is placed at a serious relative disadvantage.

(6) Whether the applicant industry is being carried on in the
United Kingdom with reasonable efficiency and economy.

(7) Whether the imposition of a duty on goods of the class or
description in question would &ert a seriously adverse
effect on employment in any other industry, being an
industry using goods of that class or description in pro-
duction.

(8) Whether, having regard to the above conditions, the appli-
cant industry has, in the opinion of the Committee, estab-
lished a claim to a duty, and, if so, what rate or rates
of duty, in the opinion of the Committee, would be
reasonably sufficient to countervail the unfair competi-
tion,

Section I1T.

Constitution of Committees.

A Committee will consist of not move than five persons appointed
by the President of the Board of Trade. No person whose interests
mav be materially affected by any action which may be taken on
the report of a Committee will be eligible for appointment as a
member of the Committee.

SectIoN 1IV.

Procedure of Committees.

A Committee to whom a complaint is referred will have power
to determine its own procedure, having regard to the particular
matters on which it is instructed to report. The sittings of a Com-
mittee at which evidence is taken shall be held in public, except that
a Committee shall refuse to allow the public to be present at any
proceedings of the Committee during the hearing of evidence on
matters which, in its opinion, are of a confidential character.
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APPENDIX X.

Ectract jrom evidence of certain witnesses before the Indian Coal
Commaittee.

(Referred to in paragraph 39 of the Minority Report.)

Extract from the evidence of Major Duncan Wilson of Messrs.
Killick Nizon and Company, Bombay (page 287 of Vol. 11 of

Coal Committee’s Kvidence).

- L4 L] » » *

The middlemen are to a large extent, I think, responsible for the
iniquities imputed to the Bengal Coal trade. I do not say that all
middlemen are alike. I think that a certificate system would to
some extent restore the confidence of consumers at this end who
are dealing with a colliery. As soon as the middleman comes in,
interference occurs and the consumer cannot be certain that he gets
the real coal he has boupht. That is the feeling at any 1ate. The
same thing would, of course, apply to Natal coal. The coal may
be diverted on its way from the bunder to destination and another
coal substituted.

- - » »* » »

The big consumer who takes a whole cargo direct from ships
knows that he gets the quality despatched frour Calcutta. But if the
coal goes to a dealer who stacks it on the bunder, when a month
lIater a mill asks for that particular coal off the bunder, is it sure of
getting that particular coal ?

L * » L » »

For the Bombay Steam Navigation Company last year and this
year we imported largely ourselves. The danger as regards the
quality of Bengal coal lies in what may happen between the colliery
and Kidderpore. There is no further chance of substitution once
the coal is Lere and put into our own lighters. We know that we
get the coal which has come in the ships, but we are not certain
whether there has not been substitution at the Bengal end.

. L 4 * L * -

Eztvaci from evidence of Mr. E. Gordon Cameron, Mechanical Engi-
neer, Bombay Municipality (page 248 of Vol. 11 of Coal Com-

mittee’s lvidence).

The proposed certificate of grading would be of no use at all to-
me, because what guarantee is there that the coal delivered at our
s'ack is the conl belonging to the consignment which is covered by
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the certificate? The only precaution against mixing «of coal or
substitution in Bombay is to use analysis. There is no other way to
stop mixing here.

* * » » LJ L

Ertract from the evidence of Mr. W. G. Walke (pages 211 and 28~
of Vol. Il of the Coal Committee’s Evidence). .

In Bombay I found the millowners disinclined to purchase the
coal direct from the owners; they preferred to take the coal through
a middleman. The millowners would not purchase the coal ex-ship,
but wanted the coal delivered at their mills. I arranged for this;
still I found they preferred to take the combine coal through the
middleman, which in some cases cost them Rs. 3 to Rs. 4 per ton
more than the price I was offering; this was done by mixing the coal
with inferior coal and giving short weights. African coal is sold at
2,000 1bs. to the ton whereas Bengal coal is sold by the owners at
2,240 1bs. to the ton. Out of 139,000 tons of Bengal coal shipped to
Bombay from Ist January to August 1924, about 50,000 tons is now
lying in Bombay unsold.

» »* »* » »* *

T have here 20 certificates of analyses of coal shipped by the
“¢ Katherine Park.” Mr. Briggs of Messrs. R. B. Briggs & Co., an
independent firm, went down to the docks and took samples; he had
nothing to do with either buyer or seller. He gave separate certi-
ficates for each colliery. I went to Bombay and showed these to the
Bombay people; they had absolutely no effect. If you ask why, it
was because I refused to do as the middlemen do.

»* * » » » *

Bombay prefers to buy through middlemen because of baksheesh.
The combine was a temporary combine, meant to hecome permanent
later if all went well. It is still in existence because all the coal
shipped is not yet sold. Twenty-five collieries were in it.

-* - L4 » * L]

Ezrtract from evidence of Mr. Ratanlal Hiralal, Bombay (page 274
of Vol. 11 of the Coal (ommittee’s Kvidence).,

* L » » * L]

As regards mixing of coal in Bombay on the coal bunders by the
middlemen, Mr. W. F. Walke, late of the Calcutta Coal Combine,
told us that we middlemen were mixing coals and robbing the
buyers. He found this remark very costly to himself for none of the
middlemen would have to do anything with him or his coal.

The middleman is inevitable. He takes the risk and puts up the
finance and the business would not go on without him. Take the
1924-25 Municipal contract. 1 undercut everybody by Rs. 2 per
ton, taking the risk of the market because I was firmly of opinicn
that prices must come down. The c.i.f. price when I made the
contract last year was Rs. 21-8-0 per ton but during the period of the

E2
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contract I have been able to purchase coal at from Rs. 4 to Ra. &
er ton less than this rate not c.i.f. but actually on the bunder at
ombay.

I speculated on the market, that is the middleman’s business.
He does not produce or consume coal but is always acting for the
olvantage of the consumer by keeping prices down.

I have been able to purchase coal far cheaper than the rate at
which I have tendered. I am getting coal Rs. 6 to Rs. 7 cheaper on
the bunder because the Calcutta Coal Combine and Messrs. H. V.
Low & Co., Ltd., have had to dispose of their stocks at a great
sacrifice. I got a parcel of 7,000 tons Bengal coal at Rs. 17 per ton
on the bunder—half first and half second class Bengal. I entered
into a contract with the Bombay Improvement Trust at Rs. 21-6-0
(T had originally quoted Rs. 21-2-0) and Rs. 21 was then the price
on the bunder. The contract was for genuine good second class
Bengal coal. I am now able to supply them with half first class and
half second class and am making a clear profit of Re. 1-8-0 per ton.
This, is on calories.

I could not possibly work so cheaply if I did not look to efficiency
in details. For example, I save annas eight per ton by arranging
speedy discharge of steamers. I am able to obtain boats at a rate
which works out cheaper than people can manage who have their
own boats, because there is a depression in trade. I can obtain
fabour more cheaply than other merchants because working on a
large scale I command more. T have cheap transport because T have
my own fleet of larries purchased at ridiculously cut prices.

Extract from evidence of Mr. 4. Bi/ger of Messrs. Bird and Com-~

pany (page 239 of the Coal Committee’s Evidence). :

I admit that there is the risk that when we sell to a middleman he
may substitute one quality for another. We should then get a bad
name. That, T am afraid, is quite true. But the only alternative
is to sell direct. ’
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96 NOTE BY MR. GINWALA.

Note by Mr. P. P. Ginwala regarding the injury
inflicted on the Indian Coal Industry by the
compelition of the South African Coal
and the reasons which have brought
about the success of the latter.

CHAPTER 1.

The extent of the injury inflicted on the Indian Cecal
Industry by the competition of South African
coal.

The various proposals which have been made for the grant of
special assistance to the Coul industry
all owe their origin to the fact that South
African coal has ousted Indian coal from all its export
markets except Ceylon, and has displaced substantial quantities
of Indian coal in Ceylon, Bombay and Sind. In these circum-
stances it seemed to me desirable that the extent of injury
inflicted on the Indian coal industry should be brought out, and
that the reasons for the success of South African coal should be
more fully examined than they have been in the Majority Report.
The conclusions to which my investigations have led me, however,
are not substantially at variance with those arrived at by my
colleagues, and I was anxious to confine my Minority Report, as
far as possible, to the points on which I differ from them. For
this reason I have preferred to examine the topics alluded to above
1n a separate note. In the first Chapter, I shall estimate the injury
inflicted on the Indian Coal industry by the competition of South
African coals, in the second, I shall discuss the reasons which
account for the rapid growth in the exports of coal from South
Africa, and in the third, T shall attempt to determine the amount
of the bounty which coal exported from South Africa receives.

Subject of the note.

I 1}9latived SPOﬂ:ignf_ of 2. Indian and South African coal «re in
coal 'in ‘the overseas mar. Competition in  three distinet regions,

hets before the war. ns, L —
(1) The ports of India and Ceylon.

(2) The Far East, which includes the Straits Settlements,
« Sumatra, Java and Hongkong, and

(3) The Red Sea area, which includes Aden, Perim and Port
Sudan.

Before the war Indian coal had something approaching a monopoly
in the Indian ports and in Ceylon, for the imports of British coal
weve of a class which India does not produce, and the imports of
South African coal were negligible until 1912. To the Far East,
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India exported substantial quantities of coal and particularly to
the Straits Settlements and Sumatra, but in those rggions had
to meet the competition not only of British but also of Japanese
and Australian coal. Only sma{l quantities of Indian coal were
exported to Aden and the Red Sea ports. No analysis of the pre-
war exports of coal from South Africa is possible, for the countries
of destination have not been ascertained, but a comparison of 1%
Indian import figures with the South African export figures dis-
closes the fact that out of 223,000 tons of coal exported by South
Africa in 1911 and 1912, nearly 200,000 tons were taken by India.
It is obvious that South Africa was not a serious competitor in
any of the other markets. In 1913, the South African exports rose
to 764,000 tons of which India took 246,000 tous and in that year
for the first time, South African coal may have begun to displace
Indian coal in the Far East. It was apparently ahout this time
that the South African Railways began to allow a rebate on export
coal,

3. During the war years and up to the end of 1920, Indian and

- Kot i South African coal were hardly in competi-
Indis after the war - " tion, for the restrictions on shipping wade
the free movement of coal impossible. The

post-war period, therefore, begins in 1921. It would be natural
to take the average figures for the five years 1921 to 1925 us
typical of the post-war conditions, but the distribution of South
African exports over the countries of destination is not possible
till 1922-23, and it seemed more convenient to take the average
of the three years 1922-23 to 1924-25 for the South African coal
and 1922 to 1924 for Indian. In addition, since the South African
exports showed a tendency to rise during the period, it will be
desirable to refer also to the figures of the latest year 1924-25
(1925 for Indian coal). The contrast between the pre-war and post-
war periods is striking. The shipments of coal from Calcutta to
the Indian ports which before the war had averaged 2,200,000* tons,
dropped to an average of 917,000* tons for the three years 1922 to
1924, but recovered to 1,026,296 tons in 1925. This decline of 50 per
cent. was not due entirely to foreign importations, but also to
the displacement of coal by fuel oil and electricity in Bombay,
where the annual consumption of coal is now only 600,000 tons as
against 1,200,000 tons before the war. The imports «f South
African coal, which before the war averaged 147,000 tons, rose to
an average of 373,000t tons from 1922 to 1924, but amounted only
to 327,000t tons in the last yvear of the quinquennium. During
the first three vears of the period, South African coal acquired a
foothold in Madras and Burma, but was unable to maintain its
ground, and in 1924 and 1925 the imports from South Africa were
negligible. It is in Bombay and Sind that the mmports of Routh
African coal are substantial, and it is in these markets that Indian
coal has been displaced. From 1921 to 1925, South African coal

* Appendix III of the Indian Coal Committee’s Report.
+ Appendix XI of the Indian Coal Committee’s Report.
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has been imported into Bombay at the rate of 266,000 tons a year
and into Karachi at the rate of 55,000 tons a year, making a total
of 321,000 tons a year. For the first nine months of 1925-26, the
imports have been at the rate of 250,000 tons a year. The whole
of the South African coal imported into Bombay and Sind displaces
Indian coal.
" 4. Before the war, the exports of Indian coal to Ceylon averaged
Ceylon 500,000 tons a year but from 1922 to 1924
: averaged only 123,000 tons with a 1ecovery
to 194,000 tons in 1925. On the other hand, the South African
exports to Ceylon, which averaged 26,000 tons a year before the
war, have increased to an average of 289,000 tons in the post-war
period and to a maximum of 316,000 tons in 1924-25. Ceylon is
the only export market of which Indian coal has managed to retain
some hold, but even here the inroads of South African coal are
a serious menace. The South African coal industry has gained
and the Indian coal industry has lost a quarter of a million tons in
Ceylon.
5. In the pre-war years, India exported 300,000 tons of coal
Th annually to the Far East, but since the war
e Far East. . .
her exports to this market have been negli-
gible. Here South Africa has gained more than India has lost.
The exports of South African coal to the Far East, which before
the war were negligible (except possibly in 1913), rose to an average
of 387,000 tons in the post-war period, and to a maximum of
504,000 tons in 1924-25. In this region South Africa has increased
the sales of its coal by half a million tons, 300,000 tons at the
expense of India, and 200,000 tons at the expense of other com-
petitors.
6. Only comparatively small quantities of Indian coal have
ever been exported to Aden and the Red Sea
P(ﬁa"“ and the Red Bea ,,ts hut since the war South Africa has
) been able to develop an extensive trude.
During the three vears 1922-23 to 1924-25, the exports of South
African coal to these markets have averaged 286,000 tons a vear
with a maximum of 379,000 tons in 1924-25. This is a potential
market for Indian coal of not less than 350,000 tons which South
Africa has been able to capture.
7. The position may be summarised as follows:—South Africa
has captured markets formerly held by

Exteunt of injury inflicted . A
it Indian coal to the extent of 850,000

by South African compe-

tition. tons a year made up as follows: —-
Tons.
Bombay and Sind . . . . . . . 300,000
Coylon . . . . , . . . . 250,000
The Far East . . . . . v . 30,000

In addition South Africa has increased its sales in the Far East
to the extent of 200,000 tons at the expense of other competitors,
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and has developed in the Red Sea area a trade which now emounts
to 350,000 tons. The Red Sea market is one which has hever been
held by India, but it is one which Indian coal might reach if
South African were eliminated. It is not unreasonable to estimate
India’s potential share in these areas as one-half of what South
Africa at present supplies, that is 275,000 tons. The total loss to.
the Indian Coal industrg occasioned by the competition of Souf
African coal is thus 1,125,000 tons. This is, I think, a fair estie

mate of the injury done to the industry.
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CHAPTER II.

Reasons for the success of South African coal.

8. In Chapter I, I have tried to estimate the extent of the

. injury done by South African ccal to the

dg: ‘;::‘b;? Souses Xffri:}:: Indian Coal industry in its home and

coal. foreign markets. In this Chapter, I shall

discuss the causes which have brought abont

this result. It is necessary in the first place to consider whether

the success of South African coal is due to differences in the con-

ditions—natural or economic—under which the industry is carried

on in South Africa and in India. The points to be examined in
this connection are as follows: —

(1) The distances from the collieries to the ports.

(2) The distances from the ports to the overseas market.

(3) The raising cost of coal.

(4) The pithead price of coal (a) for domestic consumption
and (b) for export.

(5) The quality of the coal.

9. Tt is clear that in respect of the distances which separate the
collieries from the ports, the advantage lies
with India and not with South Africa, and
the South African Coal Commission drew
attention to the fact in their Report. Hattingspruitt, the centre
of the Natal coal field, 1s 240 miles from Durban, and Witbank
(the principal colliery) in the Transvaal, is 276 miles from Delagoa
Bay, whereas in India Jharia is only 170 miles, Asansol 132 miles,
and Raniganj 121 miles, from Calcutta. The railway freight on
coal exported from India should ordinarily be lower than the
freight on coal exported from South Africa. Tt is equally clear
that Calcutta is nearer to almost all the markets in which the two
coals compete than any South African port. The following {able
gives the distances:— “

India at no disadvan-
tage in distances.

; ‘ Singa-

Calcutta. |Bombay, {Karachi, | Madras. \Rangoon. Colombo.| pore. | Aden
i
i |
‘. ‘ -
. . . . U R
miles. miles. miles, miles ' miles. miles | miles. miles
‘ |

Durban to .| 4.737 3,831 3.875 4,086 4,741 ' 3.616 5,135 3,167

i

Delagon ‘
Bay to .| 4,685 | 8.608 | 3,675 | 8,969 | 4,636 ' 3,498 | 4.0 | 2953
: |

| H

| |
Calcutta to. 2,112 | 2,564 | 775 w79 | =244 | 1,660 | 3,311
: | o

!




NOTE BY MR. GINWALA. 101

It will be seen that, with the single exception of Aden, every one of
the ports in the list is much more distant from Durban and Delagoa
Bay than it is from Calcutta. The voyage from Durban to Bombay
is nearly twice as long, to Colombo and Singapore about three times,
to Madras five times, and to Rangoon six times as long as the voyage
from Calcutta. It is true that distance is only one of the factors
which determine the level of sea freights, but the disparity in thés”
case is so great that ordinarily India should possess a distinct
advantage. ¢

10. The opinion has sometimes been expressed that the raising
cost of Natal coal is lower than that of Jharia
coal. The Mining Association, for example,
state that ‘‘ though they have no definite information on the
point, they have reason to think that present raising costs in
South Africa are about 6 shillings per ton which is equivalent
to Rs. 4 per ton at the present rate of exchange here.”” The
Coal Committee (page 125 of their Report) remark ‘¢ Apart
from quality, the factor which has enabled South African coal to
compete so successtully with Indian coal is its low cost of pro-
duction.”  The Committee found that the average raising cost of
Jharia coal was about Rs. 5 a ton and if the Mining Association’s
figure is correct, Natal has an advantage of Re. 1 a ton. It is pos-
sible that coal can be raised more cheaply in South Africa than in
India, but the evidence on the subject is quite insufficient to prove
this definitely, and it would be unsafe to found conclusions upon it.
It may be pointed out that in 1924, the average price realised at the
pithead for Natal coal was 8s. 9d. per ton and if the Natal costs are
as low as 6 shillings per ton, the collieries made a profit of 2s. 9d.
per ton which is hardly probable, having regard to the internal com-
petition which is said to be extremely keen. Tt may be added that
a lower raising cost gives one country no advantage over another
save in so far ax it is reflected in a lower selling price. I shall touch
on the question of raising costs again when I have discussed the
prices.

The raising cost of coal.

11. Annexure B gives the pithead price of Natal and Indian coal
from 1913 to 1925. The Natal prices are
taken from the October, 1924, issue of Statis-
tics which is published monthly by the South
African Government. The prices given appear to be the average
prices actually realised, the total receipts bem% divided by the
number of tons sold by all the collieries. Natal coal is of fairly
uniform quality, the total number of mines is small (only 31 in 1924)
and the figures may therefore be taken as reliable. It is far more
difficult to ascertain the price of Indian coals or to decide what class
¢ coal should be treated as representative. The prices given 1In
Anne-yre B were supplied by the Mining Association as the actual
prices auv-hich contracts for ¢ first class Jharia coal were made,
but at the SUxpestions of the Association the prices for January, 1923
and 1924, and for November, 1924, have been taken from Indian Coal
Statistics, 1924. The qarices of ¢ selected Jharia,”” the Association

Pithead prices of South
African and Indian coal.
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say, would usually be higher by 12 annas and of Deshergarh by
Re. 1-8-0 4 ton. In making the comparison between the Natal
prices and the Indian prices, allowance must be made for the fact
that the first are the average prices actually realised and the second
are the prices at which large purchasers would buy at a particular
geriod. The following points emerge from an examination of

Aunnexure B: —

* (1) Before the war the pithead price of first class Jharia was
lower than the price of Natal coal by at least Re. 1 a ton.

(2) From 1916 to 1920, owing to the restrictions on shipping,
Indian and South African coal were not directly in com-
petition, but during that period the price of South African
coal went up by 100 per cent. while the price of first class
Jharia did not rise appreciably till near the end of the

period.

(3) In 1921-22, when South African coal was displacing Indian
coal in all the overseas markets, its pithead price was
higher than in any previous vear and exceeded the price
of first class Jharia by Rs. 5-6-0 a ton.

(4) During 1922, the price of Natal coal was falling and the
price of Indian coal was rising, and by January, 1923, the
price of first class Jharia was higher than the price of
Natal coal by at least Rs. 2-4-0 a ton.

(5) In 1923 and 1924, the price of Indian coal was falling but

throughout these two years Natal coal was the cheaper.

(6) The 1925 price of Natal coal has not been ascertained, but
it is probable that by November, 1925, the price of first

class Jharia was once more below the price of Natal coal.

Tt does not seem possible on the figures given to establish a defi-
nite relation hetween the pithead price, and the growth of the South
African export trade. It is certain at any rate that in 1921, when
Natal coal established a firm hold on the overseas markets, it was not
@ question of price at all, for it was not until the vear 1922 was far
advanced that the Indian price became the higher. It is true that
for a period of alut three years South Africa had the advantage of
a lower pithead price, hut the volume of the South African exports
did not vary according to the difference in the prices. In 1922,
Tndian coal was entirely expelled from the Straits, whilst in Colombo
its market had dropped from 685,559* tons in 1920 to 76,742* tons
in 1922. TIn 1923, when Indiau’prices reached their highest point,
the South African exports instead of increasing showed a slight
decline. In 1924, however, when Indian prices were on the dewn-
ward grade, and when in 1925 they reached a point below #xe Natal
prices, the South African exports show an improvem-at over the
figures of 1921-22 and 1922-23.

* See Appendix IT of the Indian Coal (vumittee’s Report.
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12. It may be argued that the fact that the average pithead prices
of Natal coal were higher than those of
Indian coal is no evidence that N#tal coal for
export was not sold at a lower pithead price than Indian coal. In
the absence of sufficient data as to the sea freights, and the respective
prices at different ports of the two rival coals, it is not easy to apply
this test to the earlier periods or to all the markets. But, so far ag
the Bombay market is concerned, it can reasonably be establisthd
that in January 1925, and since that date, the pithead price realisgd
on coal exported from South Africa has not been lower than the
domestic price. Taking 30 shillings per ton as the price, c.if.
1?3(1‘»1111bay of Natal coal in January, 1925, the figures work out as
ollows : —

. Pithead export prices.

s. d.
C.if. price . . . . . . 30 0
Less—

s. d.
Railway export freight 6 31
Sea freight . . . 12 0
Port charges . . 1 21

Agency and other charges . 10 20 6

Export pithead price . . . . 9 6

The average pithead price of Natal coal at the end of 1924 was 8s.
9d. per ton (vide Annexure B). The agency and other charges are
not exactly known, but, even if they are higher than I have taken
them, the export price would still be no higher than the average
pithead price. The fact that the pithead price of South Africang
coal sold for export is apparently as high as 9 shillings (=Rs. 6) a
ton is of some importance, because it makes it clear that, even if the
raising cost is lower in South Africa than in India, it has not been
reflected in a correspondingly low price. It is not clear, therefore,
that this factor has played any part in bringing about the snccess
of South African coal.
13. In dealing with the quality of Indian and South African
) ) coal, there are two aspects of the case which
an'ghgogmli?f,rizfznlﬁg;?: must  be kept distinet, wviz., the 1ntrmsjc
quality of the coal which can be produced in
either country, and the actual quality of the coal which reaches a
particular market. Both aspects must be considered. As regards
the intrinsic quality of the coal that can be produced, the Coal Com-
mittee made it clear that India is at on disagvantage, After weigh-
ing all the evidence laid before them by oxperts that body came to
the conclusion that the best Indian coals were at least as good as the
average level of the best Natal coal, that they are distinctly better
than the average Transvaal or Japanese coal ana that they could
_compete, as far as quality was concerned, in any markevin the East.
The evidence taken during the Board’s enquiry is to the same effect.
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But though the best Indian coal is intrinsically as good as the best
South African, it by no means follows that the same could be said
of the Indien coal which actually reached the overseas markets in
recent years. From the evidence taken by the Coal Committee and
in the Board’s enquiry, it is clear that much inferior coal has been:
shipped from Calcutta and the dissatisfaction of the consumers over-
seas with the quality of the Indian coal they received has contri--
Eted to the success of South African coal. At Bombay, for ex-
ample, many purchasers will not buy the best Indian coal except at.
a price lower by Rs. 2 a ton than the price of Natal coal. The Coal
Committee pointed out that, if Indian coal was to regain its hold on
the overseas markets, only the best coals should be exported, and
particular care taken not to allow the purchaser overseas to be misled
as to the precise quality of the coal to be delivered. It was chiefly
lack of attention to these two vital points which in the opinion of’
the Committee, had earned for Indian coal a bad name overseas.
The proposal made by the Coal Committee for the appointment of a:
Grading Board has been accepted and acted upon by the Government
of India, and should result 1n enabling the Indian coal to compete
successfully as regards quality against South African coal. The-
alleged inferiority of Indian coal will, it may be hoped, soon be-
regarded as a question of historical and not of any practical interest.

14. Before quitting this aspect of the c}:)xsF it mﬁy ls)e w<])]rthfwhile~

; . to point out that before the South African
thfﬂ’,’f,’i’fﬂ';":f th:"g::ld L’;‘f Gogernment appointed the South African
ported from South Africa (Joal Commission in October 1920, complaints.
prior to 1021. were made about the quality of the coal ex-
ported for South Africa similar to those made concerning Indian
coal. Tossibly if a compulsory Grading Board had not been ap--
pointed on the recommendation of that Commission, South African:
* coal might have suffered in reputation in the same way as Indian:
coal has done. South African coal also suffered from a further dis-
ability, namely, spontaneous combustion, which was a serious dis-
advantage as compared with Indian coal, but which was removed by-
suitable action taken by the South African Gévernment on the re-
commendation of the Coal Commission. The observations of the-
Commission on the importance of exporting only good coal are on

the same lines as those made by the Indian Coal Committee and for
that reason are of interest. They said—

‘It is therefore of the utmost importance that control should be-
established over coal shipped. Coal should be graded
and a system of regular enquiry should be instituted so-
as to ensure that the buyer is getting what he contracts.
for and, if possible, ¢hat the coal shipped is not liable to-
ignite spontancously and thereby endanger valuable-
ships and cargoes and still more valuable lives. If the-
buyer, temipted by an unusually low price, is still ready
to take inferior or otherwise undesirable coal, he should'
s+ all events know what he is buying and be made aware
of the facts that he can get better coal if he-wants.’’
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8 f South ; o s :
) African coal cannot b ex-  15. My examination of the fagts up to this

;}:li\';:go d‘g’cn&%‘ causes stage has brought out the following points: —
(1) The Indian collieries are nearer their port than the South
Afridan collieries and primd facie Indian coal should

havle the advantage of a lower railway freight on exg.rt
coal.

(2) Calcutta is much nearer the overseas markets than any Sotth

African port, and in respect of sea freight Indian coal
is at no disadvantage.

(3) No definite relation can be traced between the fluctuations
in prices and the growth of South Africa’s export trade,
but South Africa acquired its hold on India’s overseas
markets at a time when the pithead price of Natal coal
was much higher than the price of the best Indian coal.

{4) The evidence available suggests that the pithead price
realised on coal exported from South Africa is not lower
than the average price realiséd on all sales. '

(5) The raising cost of coal may be lower in South Africa than
in India, but this is not certain, and it is not reflected in

a selling price as low as or lower than the Indian raising
cost.

{6) The best Indian coul is intrinsically as good as the best
South African coal.

(7) The quality of much of the coal shipped from Calcutta in
recent years has been inferior, and the dissatisfaction of
consumers with it has contributed to the success of South
African coal.

(8) The establishment of a Grading Board in South Africa has
been successful in securing the export of high class coal
only, and the establishment of a Grading Board in India
may be expected to have the same result.

The share which the inferior quality of the Indian coal sent to the
overseas markets may have had in promoting the success of South
African coal is difficult to determine precisely. I do not, however,
ppropose to examine the point minutely in this note. It will suffice
to say that by itself it could not have produced any considerable
effect. Tad there not been other and much more powerful causes at
work, the unpopularity of Indian coal would not have led to the
invasion of its former markets by South African coal. To these other
“causes I now turn.

16; The South African Government is 1 a stronger position to
take measures for stimulaiing the growth of
an export trade than the rrarnment  of
India. The railways and harbours f the
country are under the same managemeut,

Unified management of
South African railways
and harbours. '
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and both are Government concerns, and by reason of this fact the
administration of the railways and of the ports can be co-ordinated to
a much greater extent than is possible in India. Further, the
management of the railways is not complicated, as in India, by the
existence, side by side, of railways owned as well a® managed by the
State, and railways substantially owned by the State but managed by
piivate companies. The non-existence of any conflict between Gov-
ernment and company interests makes it easier for the South African
Gédvernment to invoke, when necessary, the assistance of the railways
in the furtherance of national interests. It makes it possible, for
instance, for the South African Government to assist industries by
adjusting the railway tariffs, a policy less likely to provoke criticism
or to invite retaliation than the payment of direct bounties. The
combination of the management of the harbours with that of the rail-
ways also enables the Government to secure to exporting industries
advantages such as special facilities for export cargo, favourable
port rates and the like. The result, therefore, is that rebates, con-
cessions and facilities, which might under other circumstances be
denounced and penalized by foreign countries as hounties, may
attract but little attention, and sometimes pass unnoticed.

17. Far more important even than the unified control of railways
The South African 14 harbours of South Africa by the Govern-
railways managed so as to ment, as against their mixed organization in
pay their way but not to India, is the difference in the principles of
make profits. railway administration in the two countries,
which is largely answerable for the lower tariffs of South Africa.
The South Africa Act of 1909, by which the railways of South Africa
were consolidated and brought under Government control, lays
down—

“ (@) The railways, ports and harbours of the Union shall be
administered on business principles, due regard being
had to agricultural and industrial development within
the Union and promotion, by means of cheap transport,
of the settlement of an agricultural and industrial popu-
lation in the inland portions of all provinces of the
Union:

(b) So far as may be, the total earnings shall not be more than
are sufficient to meet the necessary outlays for working,
maintenance, betterment, depreciation and the payment
of interest due on capital, not heing capital contributed
out of railways or harbour revenue.’

The railways are thus to e administered on * business principles,”
but these principles do not contemplate that railways should earn
more than would suffiee to pay then: way. An examination of the
South African Reilway Administration Reports shows that the nett
return on capital was about 41 per cent. in 1924-25. After defray-

ine the vharges for interest the railways were left with a surplus of
gt

about £800,000.
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18. The financial principles by which the railway admijpistration
. 0 is to be guided in India have not been laid
edlggx:!sl 'R‘)“;;:y;r’;’;&fg' down in any enactment. It has, however,
been the recognized policy of the Gorv-
ernment of India to make, if possible, a profit out of the
administration of the railways, and to absorb the whole of it as paq,
of the general revenues of India. This has naturally a detrimenta
effect on the efficiency of the administration and on the recommenda-
tion of the Ackworth Committee, the railway finances were separated
from general finances. This, however, did not affect the policy of
making a profit out of the railways. The policy remained the same,
except that the profit was to be shared between (eneral Revenues
and the Railway Administration. The new arrangement was effect-
ed by a resolution adopted by the Legislative Assembly on the 20th
September, 1924. To show how this arrangement has worked in
practice I cannot do better than refer to a few facts brought out in
paragraph 29 of the Report on Indian Railways for 1924-25. In
that year after all interest charges and other expenses had been
defrayed and provision made for the loss on strategic railways, the
surplus of railway revenues amounted to a sum exceeding 13 crores.
This was the equivalent of a nett return of 5-85 per cent. on the
total investment, and a profit of 1.:96 per cent. over and above the
interest charges. The East Indian Railway, which is one of the
principal railways serving the coalfields, vielded nearly 7 per cent.
nett on its capital and 3 per cent. profit over the interest charges.
The actual contribution in respect of the profits for 1924-25 from
commercial lines to general revenues is estimated to be approximate-
ly 8-94 crores.

19. Tt is clear from the arrangement between the railways and
) the Government and the results given above,
, Profits from railways {}at rajlways have to be administered in
inconsistent ~ with  low India as in & . ‘¢ . .
freights. ndia as in South Africa on *‘ business prin-
ciples.”” But the main idea wunderlying
these ¢ business principles ’’ is the realisation of high dividends
on investments in railways. They furnish a striking contrast to the
‘“ business principles *’ of the South African railways where no pro-
fits or dividends are contemplated, if indeed, they are not forbidden
by law. It is impossible to combine in one system the advantages
of a high dividend earning business organisation and the ‘uilding
up, in addition, of reserves, to secure the payment of such dividends,
and low railway freights. If the taxpayer as a shareholder wants
his burdens lightened by obtaining revenues from his railways, he
must submit to the drawbacks of higher freights which his industries
have perforce to bear. He cannot have it both ways. He has to
choose between the two, and for the present, at any rate, he has made
his choice. Until he makes up his mind to give up his profits in
favour of low railway tariffs, the Coal industry, like any other in-
dustry in which transport is the essence of its existence and expan-
sion, is likely to suffer in competition with other countries where a
different policy prevails.
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20. I have thought it desirable to dwell on this aspect of the
A dividend earning Indian railway administration, not for the
policy precludes consi- purpose of criticising the policy of the coun-
?ef,at}l:tm of a reduction of try for the sake of criticism, but to explain
rolghts. the difficulty of recommending a reduction of
railway freights, as a means of helping the Coal industry. The
financial arrangements must be recognised as an existing fact which
‘1ot only militates against such a recommendation but even precludes,
in my opinion, the examination of the question whether the railway
freights on export coal are higher than the commodity can bear, or
the financial interests of the railway administration require.

21. How far the South African Government had adopted before
Systematic policy of the war a definite policy of encouraging
SBouth African Govern- the export of coal 1s not clear, and the
ment to stimulate the ex- execution of any plans that may have
port of coal. been formulated was mnecessarily suspend-
ed until the war was over. It is known, however, that a
rebate of half the domestic freight was paid on export coal,
and that in 1913 there was a very marked increase in the
exports of South African coal to India and the East. The period
between 1914 and 1920 may be taken as the war period, and South
Africa, like many other belligerent countries, had no time to pay
any attention to its coal or other industries. Though the total
annual exports of coal approached or slightly exceeded 700,000 tons
during this period, the quantities shipped and the destination to
which the coal was sent were dictated by the exigencies of the war,
and not by a policy designed to assist the industry. Indeed the
rebate of the railway freight on export coal, which was formerly
allowed, was suspended. By 1920, however, the restrictions of the
war period were passing away and the South African Government
evidently felt that the time had come when the position of the export
trade in coal should be reviewed and the measures to be taken for its
development decided. In October, 1920, the South African Coal
Commission was appointed and it submitted its report in April, 1921.
Its terms of reference were similar to those of the Indian Coal Com-
mitiee, and its observations, so far as the grading of coal was con-
cerned, have already been quoted in another part of this note. The
following points were brought out in the report:—

(1) South African export coal was handicapped—
(a) by the absence of precautions to prevent the export of
any except the best coal the country produced,
(b) by insufficient railway facilities, and
(¢) by ‘‘ the difficulty of securing regular shipping freight
at a reasonable price.”’
(2) India, the East and the Far East were inter alia the princi-
pal and natural export markets for South African coal.

(3) Indian coal was in these markets one of its competitors.
The claim to India, the East and the Far East as
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‘“ natural >’ markets for South African coal is of special
significance, and was first put forward by the Commis-
sion in any published official document (vide Annexure

C).

22. Whatever the position may have been at an earlier date the
Adoption of effective appointment of the Coal Commission clearly
measures to stimulate indicates the adoption by the South Africaé
exports. Government of a deliberate policy to fosten
the export trade in coal. As soon as it had satisfied itself as to the
possibilities of the export trade, the direction from which competi-
tion was felt, and the causes which handicapped South African coal,
the Government bent its energies deliberately and systematically to

the task of providing suitable and effective remedies. The principal
measures adopted were—

(?) the compulsory grading of coal.

(17) the payment of a bounty by the adjustment of railway
freights on export coal, and

(17) the indirect subsidization of sea freights by extending this
bounty to bunker coal utilized by ships carrying cargc
coal to foreign ports and the employment of Government
ships for carrying private cargoes of coal.

23. Whilst South Africa was thus following a syste;rzttic plan

Contributi ¢ Indi to promote ?he interest of her coal industry
conditions to success of and organizing herself for the purpose, con-
South African policy. ditions in India became more favourable to
her project. In July, 1920, an embargo was
laid by the Government of India on the export of coal. The histor
of the embargo and its effect on overseas markets have been so well
set out by the Coal Committee that I cannot do better than reproduce
the two paragraphs in which they dealt with them (Annexure D).
As part of the policy of the embargo, the rebate which was formerly
granted by the railways on export coal was suspended, and at about
the same time the railway freights on all coal were substantially-
increased. The result was that during 1922 and 1923, South African
coal was paying practically the same freight, 751d.=Rs. 4-11-6, for
a distance of 241 miles as Indian coal was doing for a distance of
170 miles. Additional help was also received by the South African
coal when in 1924 the sterling value of the rupee gradually rose
from 1s. 4d. to 1s. 6d. With the rate of exchange at 1s. {d. to the
rupee, South African coal receives an indirect bounty of 3 shillings
per ton on export. Taking Rs. 18 per ton, by way of illustration, as
the c.i.f. price of Natal coal in Bombay in October and November,
1925, South African coal gets at 1s. 6d. exchange 27 shillings per

ton, whereas at 1s. 4d. it would have got only 24 shillings per ton,
a difference of 3 shillings per ton.
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CHAPTER III.

Coal freights on the South African Railways.

24. The South African Railway Administration has, like other
railway systems, different railway tariffs for
different kinds of railway traffic. Tts
mileage rate is a telescopic one, that is to say,
the rate per mile for each ton carried diminishes as the distance for
which that ton is carried increases. In the Official Year Book of
the Union of South Africa No. 7, for the years 1910 to 1924, a list is
printed at page 707 in which the mileage rates are given for ten
different classes of commodities. Among them coal used in South
Africa. which will hereafter be referred to as ‘“ domestic coal,”” is
ninth on the list and the f!‘f'léhf upon it, which will be referred to
as the ‘° domestic freight,” is lower than the freight levied on any
<commodity in the list except bricks, stone and mining poles and lime.
The freight ¢ harged on domestic coal is as follows : —

“gouth African Railway
Tariffs—-Domestic coal.

(Per ton of 2,0001bs.)
1000 miles and
50 miles. 100 miles. ( 250 miles. ’ 500 miles. l 750 miles. any distance
R ___lover 1000 miles,
g d. 8. d. 8. d. 8. d. 8. d. 8. d.
5 4 7 4 11 8 15 3 18 5 20 0
1-28d % '88d.* ‘56d.% ‘ 37d.* l -29d .* ‘24d.*

* Per ton per mile,

25. There are also special railwagr rates for export traffic in cer-
South African Railway t8il commodities other than coal. The

tariffs—Exports oum- following is a table containing these
then coal. rates:—
(Per ton of 2060 Its.)
[ | |
. . 100 | 200 | 300 500 | 1000
Commuodity. : miles.  miles. = miles. = miles, | miles.
[ —‘3, ,,,,, A! S
s d.;sd.,sd. sood.o s d.
S, A. Maize, Maize meal, Luceme] 8 4/ 10 0' 10 0 10 0: 17 0
Hay, Imcerne meal and I*ma(re | ! , :
i 100d.* | 60d.* S (VA A A
8. A. Fruit { 15 0. 20 0, 2 0,21 0 25 0
1:80d.# | 120d% | ‘8:d* ' 50d* 304
S. A. Tobaceo 10 0/ 1510 21 0' 28 0. 34 ¢
1244 L B4R 6Td¢ | alde

|

95d.*

* Per ton per mile.
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(Per ton of 200 1bs.)

100 200 300 500 1000

Conmodity. miles. miles. | miles. miles. | miles.

s do s do| s d| s d| s d

8. A. Minerals eg., Antimony, 7 4, 910 12 0ol 16 3| 21 4
Lead Ore, Corundum ore, Iron
oxide, Talc powder and Manganese ‘88d.* - -59d.* | -484.* | -37d.* | -20d.*
ore. !

b

Iron ore . . . . . 3 8° 6 5 9 3| 14 9| 21 4
“44d* | -39d¢ | 37d* | -36dA | 26d.4

Crude asbestos, Copper and Tin ore, . 7 4 ‘ 910 12 0§ 16 3| 21 4
Graphite and Kieselghur. :

“88d.* | *5Od.* '48«1.‘i B7d* | 26d.*

¥ Per ton per mile.

None of these rates is lower than the domestic coal rate except the
iron ore rate for distances up to about 500 miles and the rate on
maize for distances exceeding 200 miles. The rates on the minerals
included in the table are the same as the domestic coal rates for all
distances up to 500 miles. It may, therefore, be reasonably inferred
that, even when special rates are fixed for the encouragement of the
export of particular commodities, the South African Railway Ad-
ministration do not find it possible to bring them below the level of
the domestic coal rate.

26. Bunker and export coal are separately classified (page 708 of
Soath African Railwa the South African Year Book, 1910-24), and
tarifi—Bunker coal. Y are charged special rates from each coalfield
to the ports. "A lump sum rate, it appears,
is charged having regard, possibly, to the distance of the individual
colliery from the ports. The rates for bunker coal and export coal
have been identical, since 1922, but the railway tariff provides that,
if any coal is exported to ports beyond South or South West Africa,
a rehate at a fixed flat rate (for example 7s. 9d. per short ton in 1924)
is to be allowed. Another fact, which calls for notice, is that, since
the year 1920, the South African Railway Administration has levied
a higher rate (though this was not so before the war) on bunker coal
than on domestic coal. The reason for this may be that, owing to
the geographical position of South Africa, ships entering a port, if
they wish to bunker, as they in most cases must, will be prepared to
pay a little higher price than the domestic consumer. The rate is
higher but even so ships may find it cheaper to bunker in South
Africa than elsewhere.

27. When the rebate is deducted, the nett freight payable on
export coal consigned to Durﬁan or Delagoa

Bay is approximately half the domestic rate
for the same distance and is smaller per ton

South African Railway
tariffi—Export coal.



112 NOTE BY MR. GINWALA.

mile than the export rate on any other commodity for the same dis-
tance. Ore further point of considerable importance has emerged
from the examination of these figzures. In all the earlier discussions
of the South African Railway rebates, which I have seen, it has been
assumed that the difference {etween the freight on bunker coal and
the export coal (7s. 9d. per short ton in 1924) is the measure of the
bounty paid by the South African Railway on export coal. This is
hardly an accurate appreciation of the situation. The bunker coal
for special reasons pays a higher freight, and the primary measure

- of the bounty is rather the difference between the freight on domes-
tic coal and the nett freight paid by the export coal. It is upon this
footing (subject to one qualification)” that the bounty has throughout
this note been calculated, and is intended to be understood. The
distance from Ilattingspruit (which may be taken as the centre of
the Natal coalfield) to Durban is 241 miles and the nett export freight
payable in 1924 was 674d. per short ton, while the freight on
““ domestic ’’ coal for this distance is 1341d. The bounty in that
year was therefore 674d. per short ton or 50 per cent. of the ordinary
freight, not 7s. 9d. per short ton as it was usually stated. Part of
this amount thus given in rebates is recovered no doubt by the South
Africanl Government from the extra freight which it levies on bun-
ker coal.

28. The rates charged at various dates on domestic, bunker and
. export coal are set forth in Annexure E and
History of therebate on  opnly a brief description of the various
export coal. . [; )
changes is necessary here. The figures are
taken from the Official Year Books of the Union of South Africa
Nos. 1 to 7 from 1916 to 1924, from the South African Coal Commis-
sion’s Report and from the reports of the General Manager of South
African Railways and Harbours for 1924 and 1925. The year 1916
is the earliest, and 1925 the latest for which I have been able to find
official information, but the rates in force at the beginning of 1916
were apparently those which existed before the war, at any rate, as
far back as 1913. To facilitate comparison with the Indian rates
all the rates have been given per ton of 2,240 lbs. The changes
made are as follows:—

(1) The domestic frei%lt on coal- for the distance from
Hattingspruit to Durban (241 miles) was 11s. a ton until
11'920 when it was raised to 12s. 7d. a ton, the rate still in

orce.

(%) The freight on bunker coal was 6s. 84. a ton before the war,
but from 1916 a surcharge of the same amount was im-
posed. This surcharge was raised to 11s. 2d. in 1917 and
in 1918, a terminal tax of 6d. was added. The total
freight in 1919 was therefore 18s. 6d. a ton.

(3) In 1920 the surcharge and terminal tax were abolished, but
the freight on bunker coal was fixed at the very high
figure of 23s. a ton. It was subsequently reduced to 15s.
5d. in 1921 and to 15s. in 1922.

*Vide paragraph 31 below.
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(4) The gross freight on export coal has been the same as the
bunker rate (but without the surcharges and terminal
tax) except in 1921 when it amounted to 17s. 1}d.

(5) The nett freight on export coal was 5s. 6}d. a ton till 1916,

6s. 8d. till 1920, 9s. 1d. in 1920, and has been 6s. 3}d.
since 1921. . -~

29. The figures for the years from 1916 to 1920 have no parti-

cular significance for the shortage of ship-
i? ping interrupted the free course of trade.
" The important points, which the figures

Points brought out
the figures in Annexure

bring out, are these—

(1) Up to 1916, the rebate (i.e., the difference between the bun-
ker rate and the nett export rate) was ls. 11d. a ton, but
the bounty (i.e., the difference between the domestic rate
and the nett export rate) was Hs. 5d. a ton, or very nearly
one half.

(2) Since 1922, the rebate has been 8s. 84. a ton, but the bounty
is only 6s. 31d. a ton, which is again one half the domes-
tic rate.

(3) The bunker rate, which, up to 1916, was lower than the
domestic rate by 4s. 4d. a ton, is now higher by 2s. 5d. a
ton.

30. The Indian and South African freights on export coal, before

1916 and from 1921 onwards, are compared

Comparison of the in Annexure F. For South Africa the rate

};’g;‘}ft:zg gg‘;gl;tAof)‘:fa“ from Hattingspruit to Durban has been taken

as representative, and for Tndia the freight

from Jharia to Calcutta. The following are the important
points:—

(1) Before the war, the nett export freight from Jharia was
Rs. 2-7-0 a ton and, as late as 1920, had not been
increased.

(?) Up to 1916, the nett freight on export coal from Hattings-
pruit'to Durban was higher than the freight from Jharia
to Calcutta by Rs. 1-11-6 a ton. The rate per ton mile

was also higher though the South African distance was
the longer.

(3) In 1921, the ordinary freight from Jharia to Calcutta was
increased and the export rebate was withdrawn, raising
the mnett export freight to Rs. 3-13-0 a ton. These

changes coincided with a reduction in the South African
export freight.

(4) In 1922, the freight from Jharia to Calcutta was again
raised to Rs. 4-8-6 a ton and the nett export freight re-
mained at that figure until the end of 1923. From the
1st January 1924, however, an export rebate of Re. 1 a
ton was granted, and was raised to Rs. 1-8-0 in Januarv
1926. The nett export freight is thus Rs. 3-0-6 a ton.
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. The advantage which the Indian Coal industry might
have derived from these rebates, has been to some extent
neutralised by the rise of the rupee sterling exchange
during 1924 from 1s. 4d. to 1s. 6d.

(9) From 1921 onwards, the Natal export freight has exceeded
the Jharia export freight by the following amounts : —

Rs. aA. p.
1921 . . . 014 6
1922 and 1923 .0 380
1924 .1 3 0
1925 . 010 7
1926 1 27

(6) From 1921 onwards, the rates for export coal per ton mile
have been as follows:—

Natal India
(Hattingspruit), (Jharia).

A A

1921 . . . . . . . 0-31 0-36
1922 and 1923 . . . . . 0-31 0-43
1924 . . . . . . . 0-31 0-33
1925 . . . . . . . 0-28 0-33
1926 . . . . . . . 0-28 0-28

It will be seen that the Indian rate per ton mile was the higher until
January 1926, and is now the same as the South African rates.

31. The assistance given by the South African railways to the ex-
History of the railway port coal trade does not end with the rebate
rebates on bunker ccm{; on the export coal itself. Many tramp
1920 to 1625. steamers, some of them in ballast, are
attracted to South Africa, and {reights on more favourable
terms than would otherwise be possible, are, for that reason,
available, but in 1920 the rates were apparently regarded
as high enough to hinder exports, and the attention of the Gov-
ernment was drawn to the point by the South African Coal
Commission. In order to attract more steamers to the South African
ports and to secure lower freights at the same time, an innovation
was made, as early as 1920, which, curiously enough, has escapea
the attention not only of the Coal Committee but of the coal trade
itself. Up to that time, the rebate had been paid only on export
coal, but in 1920 it was granted also on coal bunkered by ships
carrying coal from Union ports and Delagoa Bay to places overseas
bevond South or South West Africa. In order to earn the rebate,
the ships had, irrespective of size, to carry full cargoes of coal.
1n the case of the larger ships, particularly, this arrangement had
its obvious drawbacks, and consequently gradual alterations were
made in the regulations. In 1921, the ships were allowed the
rebate, if they carried a quantity of cargo equal to three-fourths or
more of their carrying capacity. In 1922, a further change was
introduced by which the rebate was payable if a ship carried 5,000
short tons of cargo coal, or a quantity equal to three-fourths of its
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capacity, whichever quantity was less. This was a direct induce-
ment to the larger ships to carry export coal. Whatever their
extra capacity, they were entitled to claim the rebate on’the whole
of their bunker coal provided they carried not less than 4,464 tons
of cargo coal. Thus a ship of the capacity of 15,000 tons would be
able to obtain a rebate on its bunker coal three times as large as the
rebate paid to a ship of 5,000 tons capacity, and one and a half
times as large as that paid to a ship of 10,000 tons® and yet tie
15,000 ton vessel need not carry a larger cargo of coal than the
10,000 ton vessel, for the carriage of 4,464 tons by either is sufficient
to earn the rebate, while the 5,000 ton vessel must carry at least
3,750 tons of coal. When it is recollected that, according to the
report for the vear 1924-25 on South African Railways and Harbours
(page 110), 95 vessels of 10,000 tons and over—of which 19 were
over 14,000 tons—entered the port of Durban alone, it is not unlikely
that some of the larger ships were cargo steamers and that they
picked up cargoes of South African export coal. It is at any rate
certain that the concession would not have taken the form it did
unless substantial quantities of coal had been carried by vessels,
with a capacity of 6,000 tons and upwards. It was not only the
larger vessels, however, which benefited. It is stated in the
report above referred to that 245 steamers in ballast called at Durban
alone for the loading of general cargo, cargo coal, etc. It is very
probable that a number of these vessels would be induced to carry the
minimum quantity of cargo coal in order to earn the rebate on their
bunker coal.

32. In 1925, according to the same report, the application of
the rebates was extended to bunker coal

o Déﬁcnllgntg: g:tl:ur:kl:r taken for use on the return voyuge to South
por S e At Sl Africa. The amount of the rebate thus
export rebate. paid would depend largely upon the length
of the vovage, the size of the ship, the

price of bunker coal at the ports of call, etc. But the assumption
underlying the concession clearly is that ships are likely to find
it cheaper and more convenient on the whole to take as much extra
bunker coal as possible from South Africa for the return voyage
than to purchase it elsewhere. It is impossible to determine with
any accuracy the quantity of bunker coal on which the rebate might
be paid for any one voyage, or on the average, for theve are many
uncertain factors involved, and only an approximate estimate is
possible. Of the ports at which Indian and South African coal
are in competition, the nearest to Durban is Aden and the most
remote is Singapore. The voyage to Aden would normally occupy
14 days, to Bombay, Karachi or Colombo about 17 days and to
Singapore 23 davs. The quantity of bunker coal on which the
rebate was earned could hardly be less thau the quantity sufficient
for 14 days steaming and, owing to the limits of bunker capacity,

* It is agsumed that the consumption of bunker coal varies according to the
.cargo capacity of the Shl& This js'in accordance with the information supplied
by Messrs. Mackinnon Mackenzie and Co. (see paragraph 83).
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could hardly be more than the quantity suflicient for 28 days
steaming. If every vessel carried sufficient bunker coal for 28
days steaming, then a vessel proceeding to Aden could earn the
rebate on the whole of the bunker coal consumed in the outward
and return voyage, if to Bombay, Karachi and Colombo, for the
outward voyage and nearly two-thirds of the retwrn voyage and if
to Singapore, for the outward voyage and nearly a quarter of the
re.urn voyage. On the average, however, the rebate could not be
earned on the bunker coal required for 28 days steaming, for any
vessels would not return direct to South Africa.

33. The exient to which the export trade is assisted by the
grant of the rebate on bLunker coal can be
Effect of the rebate on jljystrated by a number of {vpical cases.
bunker coal in certain Fr information kindly lied by Messr
typical cases. rom information kindly supplied by Messrs.
Mackinnon Mackenzie and Cowpany, it
appears that a ship of 5,000 tons capacity steaming 10 miles an
hour would consume in a day from 25 to 30 tons of coal and a
ship of 10,000 tons capacity, 50 to 60 tons. The same firm has
also given the distances from Durban to certain eastern ports.
On the basis of these figures Annexure G has been compiled. The
three cases taken as typical are: —

(1) A ship of 5,000 tons capacity carrying a full cargo of
export coal,

(2) A ship of the same capacity carrying a three-fourths cargo,
and

(3) A ship of 10,000 tons capacity carrving a cairgo of 4,500

tons.

In each case the saving in the cost of bunker coal has been calcu-
lated (a) for the outward voyage to Bombay, Kavachi, (Colombo
and Singapore, (b) for a voyage of 21 days, which in the case of
the first three ports, would cover also part of the journey back,
and (¢) for a voyage of 28 days. It will be seen that the addi-
tional bounty varies from 7d. a ton in the case of a ship of 5,000
tons capacity with a full cargo carrying coal to Bombay and not
returning direct to South Africa, to 2s. 2d. a ton in the case of a
10,000 ton ship with a cargo of 4,500 tons of coal and carrying
enough bunker coal for a 28 days voyage. In Annexure G the
concession in respect of the bunker coal has, for the reasons ex-
plained in paragraph 27, been taken, not as the full amount of the
rebate, but as the difference between the domestic freight and the
nett export freight.

34. The grant of the export rebate on the bunker coal of vessels
Additional bounty on CArrying export coal is in effect an addi-
export coal resulting from tional bounty on the export coul itself,
the rebate on bunker because it makes it possible for the steam-
coal. ship companies to quote lower sea freights.
It is difficult to deduce from tEe varying figures in Annexure G
what the amount of the additional bounty may be on the average,



NOTE BY. MR. GINWALA. 117

and an attempt can only be made on broad lines. The percentage
relation of the bunker coal on which the rebate is paid t the cargo
coal carried varies from 9°3 to 34'2, and it may not be very wide of
the mark to take 20 per cent. as the average figure. Without
exceeding that percentage a ship with a full cargo conld make a
voyage of 37 days, or with a three-fourths cargo 27 days, while
a vessel of 10,000" tons capacity with a cargo of 4,500 tons couhl
make a voyage of 181 davs. It does not seem possible to make a
closer estimate and on that basis the amount of the additional

bounty is 1s. 3d. a ton making the total bounty 7s. 6}4. per {on.

35. In estimating the assistance which the South African export
Recovery of part of the coal trade receives from the South African
bounty on export coal, (fovernment there is one more factor which
through a higl er freight requires consideration. It has already been
on bunker coal. pointed out (paragraph 27) that part of the
bounty on export coal (i.e., the difference between ihe domestic
freight and the nett export freight) is recovered through the higher
freight on bunker coal which exceeds the domestic freight by 2s.
6d. a ton. The quantity of coal bunkered at South African ports
annually is on the average the sume as the quantity exported, and
if the quantity of bunker coal carried at the export rate is 20 per
cent. of the coal exported, it is also 20 per cent. of the coal
bunkered. It comes to this, therefore, that for every ton of coal
exported, four-fifths of a ton of bunker coal is carried at the
bunker rate and one-fifth of a ton at the export rate. When these
rates are compared with the domestic rate the gain and loss can
be set off against each other. In brief, the calculation is as
follows : —

£ s d.
Loss of railway freight on a ton of coal exported . 0 6 3%

Loss of railway freight on one-fifth of a ton of
bunker coal carried at the export rate . . 0 1 3

Gross loss of railway freight per ton of coal ex-

ported . . . . . . . 0 7 6%
Gain of railway freight on four-fifths of a ton of
bunker coal carried at the bunker rate . . 0 111

Nett loss of railway freight per ton of coal exported 0 5 7%

If the higher freight on four-fifths of the bunker coal is set off
against the rebate on the export coal and one-fifth of the bunker
coal, then the revenue sacrificed by the South African railways
is reduced from 7s. 63d. to 5s. Tid. a ton. My colleagues take
this view and consider that the bounty is 5s. 7id, a ton. For
reasons, which I have explained in my Report, I am unable to
agree. In my view the bounty must be taken to be 7s. 61d. a ton.*

*Vide paragraph 9 of my report.
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ANNEXURE A,

(Referred to in paragraphs 4, 5 and 6),

ANNEXURE.

TasLe 1,

Ezport of Indian Coal and Skipments of Coal from Caleutta to Indinn
ports,

(In thousands of tons.’

Year.

1611 .
1912 .

1913,

Average
1911 to
1913

1921 .
1922 .
1923 .
1924 .

1925 .

Average
1922 to
1924

The Far
Est.

340

269

300

303

17

soe

156 ¢

18

11

ExpoRTs.
[ i
Aden |
Covton. | 2d e |
ports. |
— -1
!
4904 12 ;
579 13
426 b)
500 10
237 18 E
%
7
120 .. |
17 7
|
|
.
]
l
123 2

! Other

desti-
nations.

16

11

Total
exports.

862

899

759

840

276

7

137

206

216

140 |

Shipments| Grand
from total of
Caleutta | exports
to Indian and}
ports. |shipwments.
2017% 2870
2,237 3,136
2,324 3,083
|
2,193 3,033
1,282 1,568
812 889
937 1,074
1,002 1,208
1,098 1,312
917

* For official year.
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TaBLE

1L

Ezports of Coal from South Africa.
(Referred to in paragraph 2).

119

(In thousands of tongs)

|
Exports| Imports ; Exports [Imports E;;pm'ts India, A;[i‘o T |
from | from from | from srortri‘ Ceylon e&‘ thov
South | South ; South | South Agu' and ?}? Od e
Year. |Africa | Africa ; Africa | Africa{ S %) the o1 05 Torar.
. | s to tne | 1, Red | tina-
to into | to into F Far S tons
India. | India. ‘: Ceylon. [Ceylon. Eat;. East. po:tas m""';
i
1 2 3 1 4 b 6 7 8 9 10
1911 1e 3 74
1912 176 | 10 L1149
| f
|
1913 246 | 66 L 764
| |
Average |
1911 to i
1913 147 26 i 329
|
;
1921-22 464 193 1,209 [ 1,677
|
1922-23 440 393 283 | 196 242 966 | 129 © 1271
1923-24 | 497 398 270 | 176 416 [1,182 | 349 1,776
1924-26 387 327 816 | 282 | 0504 |1,207 | 379 1,730
Average
1922 to
1924 441 373 289 | 201 | 88711118 | 286 1,692
19256 334 - v “ "
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ANNEXURE B.

Pithead prices of Natal and Indian Coal.

(Referred to in paragraph 11.)

Natal coal.
Indian coal,
Year. First Class | Year.
Jharia. Per short Per long
ton. ton.

Roap s. d s. d
1913-14 4 0 0,1913 6 183 6 107
1914-16 4 0 01914 6 108 7 87
1916-16 . 312 0] 1916 6 95 7 72
1918-17 4 0 0] 1916 (Y 8 34
1017-18 3 8 0] 1917 10 176 11 44
1918-19 . 4 8 0] 1918 10 651 11 81
1919-20 5 6 0| 1919 10 741 11 167
1920-21 . 5 4 01920 12 84 13 91
1921-22 . ] 6 8 0] 1921 14 171 16 101
January 1923 . 10 0 0} 1922 9 28 10 41
November 1923 9 8 011923 7 107 8 10
January 1924 . 4 9 00

1924 7 9 8 8

November 1924 7 8 0
November 1925 6 8 0 .

1s. 4d.

6 80
or

5 810

@'s. bd.
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ANNEXTURE C.

Extracts from South Ajfrican Coal Committee’s Report.

(Paragraph 10 of the South African Coal Commission’s Report.)

The general excellence of Natal coal combined with the
geographical position of Natal had the effect of establishing for it
a good position in the trade for bunker purposes. The export of
Natal coal was, however, restricted by the competition of British,
Australian, Indian and Japanese coals. Although Durban may
be nearer the eastern competitive areas than is Great Britain, the
greater distance of the Natal collieries from the port coupled with
insufficient railway facilities and the difficulty of finding a veturn
cargo for ships engaging in this business militated against any
extensive development of an export trade. The great world
scarcity of coal during the war and after the war has, however,
led to a fairlv considerable demand for Natal coal in Aden, Kast
Africa and other Indian ocean ports.

(Paragraph 20 of the South African Coal Commission’s Report.)

The cost of production elsewhere owing to high wages 1ust
for some time remain high compared to the cost of mining coal
in South Africa and must go a long way to counterbalance the
advantages of short distance to the sea and the cheap rate on ships
which have a return cargo to look forward to. The trade at the
East African ports and Colombo should therefore almost be in the
hands of the South African collieries, and a share of the trade
at Singapore and other Eastern ports and South America may also
reasonably be expected to fall to them.

(Paragraph 21 of the South African Coal Commission’s Report.)

It is desirable, however, to consider what prospects there are
of developing what may be termed South Africa’s natural oversea
markets. During 1920, of 1,394,793 tons shipped as export coal
from Durban and Delagoa Bay over 300,000 tons were consigned
to markets in which, under normal conditions, South African coal
could not reasonably be expected to compete, wiz.,, Denmark,
Sweden, France, Belgium, Spain, Algiers, Gibraltar, Greece, Italy
and New Zealand. The bulk of the export coal was destined for
ports on the East and West Coast of Africa, in the Indian Ocean
and in South America which may reasonably be termed Scuth
Africa’s ‘‘ principal and natural ’ markets.
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For purposes of comparison the tonnage shipped to these various
zones in 1920 is given below:—

Estimated coal
requirements
. based on the
sst’l:'t‘l’le%gzﬁ latest available
during 1920 information as
g 220 160 pre-war (viz.
(Tons of 4
2,000 Ihe.) 1913) coal
’ ¢ imports.
{Tons of
3,000 1he,)
Egypt, »udan, French Somaliland . 456.000 1,828,000
Aden, Ceylon, Bombay, Straits Settlements 202,500 2,055,000
Eastern ports including Madagascar, Mauritius and 167,500 86,000
Reunion.
‘West African ports ) 25,000 173,000
Sonth America 199,000 €,223,000
1,050,000 10,365,000

It will be seen that the countries, which South
deem to be its markets, require something in the neighbourhood
of 10,500,000 tons of coal per annum, towards which South Africa

contributed 1,050,000 tons in 1920.

Africa might

It is not unreasonable also

to anticipate that the development which is taking place both on
the east und west coasts of Africa will also result in their coal
imports being increased, unless these countries discover coal of

their own.

The point naturally arises as to the prospects cf the

South African collieries obtaining a larger share of the coal busi-
ness of the countries mentioned.
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ANNEXURE D.

Al . v ] ; ’ 4
Extracts from Indian Coal Comimittee’s Report.

(Referred to in paragraph 23.)
Paragraph 7.

‘“ The rapid expansion in the demand for coal after the war
resulted in a very heavy strain on the capacity of the railways &u
1919 and 1920. So large a proportion of the wagon supply of
the country was taken up by coal traffic that trade in general
was greatly hampered and many, especially the smaller, indygtries
of India were suffering severely from the ditticulty of obtaining
coal. In July 1920, therefore, the Government of India, follow-
ing the example of the United Kingdom and of South Africa,
decided to prohibit the export of coaul from India except under
license with effect from July the 24th and to refuse, from
September the 1st, the preference which had till then been given
by the railways to bunker coal for Indian ports. The object of the
latter measure was to economise wagons by diverting bunker coal
intended for Bombay, Madras or Karachi from the all-rail route
to thut which had been followed before the war, when coal had
been sent by rail to the Kidderpore docks and thence by coasting
steamers to its destination. The prohibition of exports except
under license was introduced partly to prevent India from being
depleted of coal and partly to ensure that the supply of Indian
coal by sea to Indian ports should not be hindered by the limited
capacitiy of the Kidderpore docks. A rationing scheme was drawn
up and, on the principle that supplies of Indian coal should be
allowed only to important bunkering ports in the vicinity of India,
exports were permitted on the following scale:—

Railway coal.
Tons per mensom.

Jeylon  Government Railwayy . . 10,000
Bunker coal.

Colombo . . . . . . 50,000

Aden . . . . . . . 10,000

Sabang . . . . . . . 5,000

Singapore . . 15,000

It should be emphasised that the scheme had the entire approval
of the commercial community.

Five months’ experience of the working of the scheme gave
rise to grave doubts whether it had been sufficiently drastic.
Stocks of railway coal diminished and the complaints of difficulties
experienced by industries continued. The difficulties of the situa-
tion were enhanced by poor raising in the coalfields, which in 1920
were some 4} million tons less than they had been in 1919, and
by inadequate railway facilities for the transport of Bengal coal.
As the available supplies of Bengal coal were not considered suffi-
cient for Indian requirements and there appeared to be no possibi-
lity of effecting an immediate improvement in railway facilities,



124 ANNEXURE.

the Government of India, after consultation with the commercial
community, decided on further restrictions. They prohibited
export to Sabang and Singapore from the commencement, and to
Aden from the end of January 1921, but they allowed time for
making other arrangements to Colombo which was more dependent
than other ports ouiside India on Indian bunker coal. %xports
were therefore allowed to Colombo on a diminished scale. Exports
end of March, but were then entirely prohibited with the excep-
tslm of supplies for the Colombo Gas and Water Company, and
vp a reduced scale, for the Ceylon Government railways. At the
same time bunkering at Indian ports was restricted from the com-
mentement of January 1921, steamers proceeding westwards being
allowed supplies to carry them as far as Port Said and three days
beyond it and those proceeding eastwards being restricted on
similar lines. In April 1922, all restrictions on the export of cargo
or bunker coal by sea to Customs ports in India were removed,
but the shipment of coal out of British [ndia as cargo was still
prohibited except when made by the Crown, and the bunkering
of vessels sailing to foreign ports continued to be governed by
licenses issued by the Collector of Customs. The embargo was
entirely removed from January 1st, 1923.”

Paragraph 8.

‘“ The inevitable result of the embargo was the disappearance
of Indian coal from overseas markets for the time being. 1t has
been suggested to us that one of the reasons why Indian coal
before the embargo held a position to which it was hardly entitled
on its merits was the inertia which makes established business
relationships difficult to break and that, even if the embargo had
not intervened, the profound dissatisfaction aroused by the quality
of the Indian coal exported immediately after the war would have
undoubtedly led, before long, {o its complete disappearance from
averseas markets unless the DBengal coal trade had meanwhile
radically reformed its methods. Be that as it may, the quality
and price of the supplies obtained by these markets from other
sources, and especially from South Africa, after the embargo was
imposed proved so satisfactory that the pre-war position has now
been reversed and established business relationships are an obstacle
to the reintroduction of Indian coal even in a market like Colombo
where it once held a commanding position. In this connection
mention must be made of ‘he strenuous efforts which have been
made in recent years by the South African coal trade to capture
overseas markets. As a result of the labours of a Coal Commission
appointed in 1920 by the Government of the Union of South
Africa to enquire into certain matters concering the grading and
pooling of South African coal, ete., action has been taken to pre-
vent the use of any but the best coal for export or bunkering and
to ensure the satisfactory condition of any coal so used. It must
be recognized that their success has been such as to make the
recovery of overseas markets by the Indian coal trade a task
even more difficulty than its exclusion from them for two years
must in any case have made it.”’
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ANNEXURE E.

) .
Sonth African I{mf}way Freight on Coal.
(Referred to in paragravh 28.)
(The figures given are in pence per ton of 2,240 1bs.)

Railway freight on| Railway freight on Railwa Nett Rebate on bunker coal
Year. domestic <oal. bunker coal. r‘e’bat;y export Bounty. burned by ships carrying REMARKS.
241 miles. 241 miles. ' rate. cargo coal.
1913 1317 80 135 665 652 Nil
Ton mile 33
1016 Do. 80 plus surcharge 80 N 80 N Do. Except in 1021
per ton. the nett ex-
port rate is
1017 Do. 80 plus  surcharge Do. 80 Do. Do. arrived at by
1344 per ton. deducting the
rebate  from
the  bunker
1918 Do. 80 plus  surcharge Do. S0 Do. Do. rate.
1344 per ton  plus
6 terminal tax.
1019 De. Do. . Do. 80 Do. Do,
1920 151°1 276 167 109 421 |Rebate granted on coal
Ton mile 63 ' ‘punkered by ships carry- | The bounty is
| ing a full cargo of export | arrived at by
! coal. deducting the
| nett  export
1921 Do. Bunker . 1583 1299 |Bunker554 | Bunker 57 . Rebate granted on coal| rate from the
Export . 2055 Export 756 | Export 755 | bunkered by ships carry- | domestic rate.
) i ing a cargo of export coal
i of not less than three-
I fourths capacity.
| |
19:2 De. 1797 1041 756 755 | Rebate extended to coal
i bunkered by ships carry-
i ing a cargo of not less
! than 5,000 tons of export
i : coal whatever their capa-
i city.
1923 | Do. 1797 1041 756 753 Do.
%
1924 Do. 179-7 10411 750 755 : Do. .
1925 De. Rebate extended to coal
| burned on return journey
to South Africa.
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ANNEXURE F.

Statement showing the Indian and South African freights on export coal.

(Referred to in paragraph 30.)

Net freight

Gross l

on export | p 4, Net freight
ol 4 g
Ye H f{;).ll]‘r per f’fe’(ght Export from | R'a;ce
car. a ']tnt?s- ton | gy r Imt rebate. Jharia to ‘)el.l on
%))l:lr]bm:, mile. 'quir\]ftltao Caleutta. | ¢
241 miles. i
1 2 3 4 ‘ 5 6 7
Rs. a. 2. | A Rs. a. r. | Rs. . . i Rs. A. P. | A
Up to 1916 4 2 6| 28 3 2 ('% 011 0 2 7 | 23
, 1921 411 6| ‘31 313 0 313 01 36
|
|
1922 and 1923 411 6| 31 4 8 o ver 4 8 6| 43
1924 . 411 6] 31 4 8 6 1 00 3 8 6 33
1926 . . . 4 3 1| 28 4 8§ 6 1 00 3 8 6| 38
1928 . . .| 4+ 3 1, 23 4 8 6 1 8 0] 3 0 61| 28

Nore.—In this table sterling has been eonverted into rupees at ls. 4d. up to 192¢
and at 1s. 6d. in 1925 and 1926.
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Amount of additional bounly wlich might be earned by vessels carrying export coal from Durban to cerlain ports owing

to the payment of the export bounty on bunker coal.

(Referred to in paragraph 33.)

N.B.—The difference between the domestic coal freight and the nett export freight is 6s. 33d. a ton.

Number .
Approxi- | pate of f::lf \(\1"?1‘1:11 Quantity 8’? t;:ﬁy Amount Incidence of
. Ristance mate coal con- | bunker | of bunker Assumed coalgo received as | the additional
Nameotparte |t | tongh | i | b D g | e | i | gt | s
voyage. | PEY day. | assumed | the rebate. to be bunker coal. | coal carried
S to be carried. *
carried.
1 2 3 4 ) 6 7 8 0 10

Miles. Days. Tons. Tons. Tons. Tons. £ s d. £ 5 d.
Bombay . . . 8,9211 1 5,000 5,709 14 0 7 007

N l
Karachi 3,870 17 274 i7 4675 | L 5,000 3,750 147 0 7 0 0 9%
| | )
Colombo . . .| 8515 55 93 |) 10,000 4,500 24 1 2 01 3%
Singapore . . 5,126 23 27% 23 6325 5,000 5,000 198 18 & 0 0 9%
. | =
65 1,265 > 5,000 3,750 198 18 & 01 0%
| ‘ ' 3
J 10,000 4,600 897 16 10 019
Any port . . . 274 21 br7d Wl 5,000 5,000 18112 6 0 0 8%
55 1,165 r 5,000 3,750 181 12 6 0 0114
J 10,000 4,500 363 5 0 01 7}
Auy port . . . o 27% 28 770 ‘} 5,000 5,000 242 3 4 010
b5 770 g 5,000 3,760 242 3 4 01 8%
' 1,640 J 10,00()l 4,500 484 6 8 02 2

MCIPCa=L - 66STB—14.6.26~1,500
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