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Part I.—Report.






Report of the Indian Tariff Becard on the grant of
Protection to the Magnesium Chloride Industry.

The question of the grant of protection {o the magnesium

] luctors chloride industry was referred (along with

ntroductory. four other industries) to the Tariff Board

for enquiry in the Resolution of the Government of India in the

Commerce Department No. 38-T., dated the 10th April 1924, which
is reproduced below :—

‘‘ In pursuance of paragraph 3 of the Resolution of the Govern-
ment of India, Department of Commerce, No. 3748,
dated 10th July 1923 (Tariffs), the Government of India
have decided to refer to the Tariff Board for examination
applications for protection received from the following
industries, iz, * * * * magnesiun
chloride. '

2. In making its enquiry, the Tariff Board will be guided hy
the principles laid down in the resolution adopted by
the Legislative Assembly on February 16th, 1923,
and in particular, will consider how its recommendations,
if it makes any, will affect industries using these articles.
The Tariff Board will conduct its enquiry into these
applications in anv order it deems most convenient.

3. Firms or persons interested in any of these industries o1 1
industries dependent on the use of these articles, who
desire that their views should be considered by the Tarift
Board, should address their representations to the Secre-
tary o the Board, Simla.”

2. The manufacture of magnesium chloride in India is carried
) on both in the Madras and in the Bombay
Manufacture of Mmagne- - precidencies. As regards the former, how-
siam chioride 1in India . & . PN
ever, we have little or no information. The
Madras Government drew our attention to the fact that the
Shomtir Salt Company, Iimited, desired to tender oral evidence
before us when we visited Madras. In reply we pointed out that,
before oral evidence could be taken, it was necessary for the firm
to supply us with written answers to the questionnaire drawn up
by the Board, and a copy of the questionnaire was forwarded for
that purpose. As no subsequent communication was received from
the Shomtir Salt Company, Limited, either direct or through the
Government of Madras, it is presumed that they abandoned their
intention to give evidence. In the Bombay Presidency magnesium
chloride is manufactured at two places in the desert of Cutch—
Kharaghoda and Kuda—both of them important salt areas. The
latter (Kuda) is situated in the Dhrangadra State, but the Durbar
have not supplied us with any details as to the results obtained
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or the cost of production. They state, however, that the manu
facture had to be abandoned as the local product was unable t¢
compete with the imports from Germany. In these circumstances,
the case for protection rests solely on the evidence tendered by the
original applicants, the Pioneer Magnesia Works.
3. The grounds on which protection is advocated are fully stated
in the Memorandum submitted on behalf of
Procedure in the Board's  the Pioneer Magnesia Works with their
ey original application and in their answers
to the Board’s questionnaire. Owing to the absence of the General
Manager of the Works in Europe, 1t was impossible to record the
oral evidence of the firm until his return in November, when he
was examined at Poona. The written evidence was, however,
published on the 22nd July, and all those interested in the subject
were invited to address the Board. The only representations
received were from the Bombay Chamber of Commerce and the
Bombay Mill-owners’ Association. Oral evidence was also given
by representatives of the latter body.
4. A lucid and succinct account of the magnesium chloride
Process by which magne- industry has been given in a pamphlet
sium chloride 18 manufac- written by Mr. B. S. Lalkaka, General
tored. Manager of the Pioneer Magnesia Works,
and, as this pamphlet has been printed as part of the evidence,
it is unnecessary to describe the process of manufacture in detail.
The raw material consists of ‘‘ bitterns,”” which is the name given
to the residual mother liquor left in the salt pans after the bulk
of the sodium chloride (common salt) has been removed. When the
bitterns are run off the pans, they are collected and brought to the
Pioneer Magnesia Works by means of a motor rail wuggon with a
special tank attachment. The collection of the bitterns takes place
some time in advance of manufacture, and they are allowed to
concentrate in reservoirs where the final removal of the residue of
the common salt is also effected. At the time of manufacture the
bitterns are pumped to a series of copper pans placed over furnaces
where the magnesium sulphate and other salts are eliminated. The
magnesium chloride is finally recovered as a hot liquid which is
poured into strong galvanized drums where it solidifies and is
ready for export from the factorv. The process of manufacture
is a simple one and does not involve the employment of expensive
expert labour or the use of elahorate and expensive machinery.

5. Magnesium chloride is used for a variety of purposes, includ-
Indi ot § i ing the manufacture of tiles and of drugs
nesm chlomde, = such as Epsom salts, and it is possible that
the market for it may widen. But at

present its chief use in India is as a sizing material in textile mills,
the consumption for other purposes being almost negligible. ‘All
warp varn, before being taken to the loom shed, generallv requires
to be passed through a size mixture in order to keep the threa¢
pliable and soft and to enable it to stand wear and tear.
Magnesium chloride is not only hygroscopic in character, and there-
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for usetul in keeping the thread moist, but also possesses weight-
giving properties and is apparently the most suitable and desirable
sizing material hitherto discovered. Its use in textile mills in
India varies according to the texture of the cloth woven and the
dryness or humidity of the atmosphere. At Ahmedabad, where
the climate is very dry and hot and where much heavily-sized cloth
is woven, the consumption of magnesium chloride is proportionately
much larger than in Bombay. Mr. Lalkaka believes that the con-
sumption per loom in Ahmedabad is about double the consumption
in Bombay, while the representative of the Mill-owners’ Association
put the figure even higher, and stated that the consumption per loom
was four times as great in Ahmedabad.

. Before the war, Germany enjoved something approaching

to a monopoly of the world’s production of

German production of 5 opesium  chloride. At Stassfurth in
magnesium chlorde Saxony there are extensive and very valuable
deposits of a mineral called ‘‘ carnallite,”” which is a double-
chloride of potassium and magnesium with traces of bromine and
jodine. Magnesium chloride apparently forms the greater portion
of the carnallite and must be eliminated before the more valuable
petassium salts can be recovered. It is therefore essentially a
bye-product and, since the manufacturer must in any case incur
the expense of its removal, whether he can sell it or not, he can
afford to dispose of it at a very low price. It is obvious, therefore,
that in the production of magnesium chloride Germany has a
great natural advantage, and it is this which has enabled her to
capture the markets of the world. It is from Germany, indeed,
that the requirements of the vast textile industry of Great Britain

are supplied.

7. On the outbreak of the war the German supplies of
magnesium chloride were, of course, cut off,
and a serious shortage occurred in India,
accompanied by a marked rise in the price.
In textile mills other materials, such as calcium chloride, can be
used, and were used, as substitutes, hut they are inferior, and
attention was naturally directed to the possibility of manufacturing
magnesium chloride in Tndia. The investigations made led to the
establishment of the Pioneer Magnesia Works at Kharaghoda in
1916. During the remaining vears of the war and for three years
thereafter, prices remuined high and the Company was exceedingly
prosperous. After rovalties amounting to Rs. 2.5 lakhs had been
paid to Government and the block account Wad been written down
to about 15 per cent. of its original value, the surplus profits durin

the first six vears exceeded Rs. 3'8 lakhs, 7.e., more than two and
a half times the fixed capital expenditure of the Company. But
in 1922 the price dropped rapidlv, and by the end of the year had
reached a point which made it necessary to close the factory.
During the last two vears production has ceased, and the Companv
iltas kconﬁned itself to the gradual liquidation of its accumulated

ocks.

Pioneer Magnesia Works
started dunng the War.
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8. It is claimed on behalf of the industry that it satisfies the
conditions laid down by the Fiscal Com-

Natural Advantages of pission as necessary preliminaries to the
:ifl]“dﬂmy' Raw Mate- grant of protection, and in the case of two

) of these conditions the claim has been made
good. The supplies of the raw material are enormous and far
exceed the quantity necessary to meet the whole requirements of
India. It has been calculated that at Kharaghoda alone from ten
to twelve thousand tons of magnesium chlortde could be produced
annually, whereas the total Indian consumption is at present in the
neighbourhood of four thousand tons a year. It is asserted that
an equal quantity could be produced in the Dhrangadhra State,
and probably these two together are only a small part of the total
resources of India. At Kharaghoda also the hitterns can be hrought
cheaply and economicallv to the factory, since the salt pans are
served by a net-work of more than 40 miles of railway line,
and these can be utilized by the Magnesia Works. The process
of manufacture, as already noted, is a simple one, no elaborate or
expensive machinery is required and the initial capital outlay is
extraordinarily small in proportion to the value of the product.
The full capacity of the Kharaghoda works is 4,000 tons annually,
and the fixed capital expenditure is less than Rs. 1-5 lakhs. The
capitalization per ton of output is therefore only Rs. 37, and the
sum required to give a 10 per cent. return on the capital invested
is less than Rs. 4 per ton of output, or 3 annas a cwt.

9. In other respects the conditions are favourable to the
industry. Labour is cheap and plentiful at:
Kharaghoda, and the Agarias who work in
the salt pans are a hardy and industrious
class and well suited to the work. One important market—
Ahmedabad—., with a total consumption of about 1,200 {ons, is
only G0 miles from the Works. To reach the still more important
market of Bombay, a distance of 375 miles must be traversed, and
here the industry’s advantage is more questionable. But the
distances in India are so great that, if industries are to exist at all,
a lead of nearlv 400 miles cannot be treated as prohibitive.
Finally, it is claimed that the industry is advantageously situated
as regards fuel, but this claim does not appear to be well founded.
The fuel used is wood which has sometimes to be brought from
a distance of 100 miles. and the cost at the Works is given as from
Rs. 35 to Rs. 40 per 50 Bengal maunds which is equivalent 1o
from Rs. 18 to Rs. 21.per ton. Firewood at these prices is certainly
anything but cheap, and the fuel item accounts for more than
40 per cent. of the manufacturing costs proper.

10. It is unnecessary to discuss at length the second of the

primary  conditions, 7z, that without

0{'“““"9{)‘%({? thheind“!' protection the industry will not develop. at
try impossi lo without pro- 211, or will not develop so rapidlv as the
national interests require. B will appear

clearly from the cost figures given in later paragraphs that, with
imported magnesium chloride at the average prices of the last two

Other natural advan-
tagea Labour and Markot
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years, the manufacture in India cannot be carried on except at
a heavy loss. We shall therefore pass on at once to the third
condition that an industry asking for protection ought to be able
to show that eventually 1t will be able to hold its own and face
world competition without assistance. In the examination of this
question the iwo crucial points arve the probable price of the
imported article and the probable cost of production in India.

11. Before the war, the c.i.f. price of German magnesium

chloride 1m Bombav was about Rs. 3-8-0 a
Prees of & magneswum  owt  Jrom 1915 to 1921 the Trade Returns
chlonde since 1914 reveal how serious was the shortage of
supplies, the recorded values being bLetween Rs. 12 and Rs. 14
ewt. during all these years. The market price in Bombay was
much higher, and in 1920 rose to Rs. 19 a ewt. But this high
level was succeeded by a precipitous decline during the next two
vears.  According to the Trade Returns, the average value of the
imports was Rs. 9-10-0 a ewt. in 1921-22 and Rs. 5-6-6 a ewt. in
1922-23. By April 1923 the c.i.f. sterling price had fallen to
£4-5-0 a ton, or Rs. 3-3-0 a ewt. (Re. 1=1s. 4d.), and in June of
the same year Tow-water mark was touched when the ca.f. price
tell to £2-17-6, or Rs. 2-2-6G a cwt. For the next seven months
the c.i.f. price varied from £3-0-0 to £3-10-0 a ton, but from
February 1924 a continuous mecrease took place, which rased the
price to £5-0-0 a ton in September and £6-2-6 a ton in October
1924. With the sterling exchange at 1s. 6d. these prices are
equivalent to Rs. 3-5-4 und Rs. 4-1-4 a cwt. These quotations
were kindly supplied to us by the Sizing Materials Company,
Limited, Bombay. Mr. Lalkaka, when giving oral evidence on
hehalf of the Proneer Magnesia Works, expressed the helief that
the lowest c.i.f. price in 1923 had been £1-17-0 which, with the
rupee at 1so 4d., would be equivalent to Rs. 1-8-5 a ewt. I s
possible that particular consignments entered the country at this
extraordinarily low price, and it is certain that in the summer of
1923 the market price of magnesium chloride in Bombay was for a
time about Rs. 1-8-0 u cwt.  But we do not believe that the average
c.i.f. price for any month ever reached such a low level, and we
think that the figures supplied by the Sizing Materials Company,
Limited, can be accepted as accurately recording the general course
of prices. The actual market price in Bombay in 1923 seems to
have been due to heavy importations and overstocking.

12. The very wide fluctuations in the price of magnesium
chloride during the last three or four years
create obvious difficulties when it i< necessary
to ascertain a mnormal or standard price.
It is most improbable that prices will per-
manently settle down at the very low level touched in 1923, for,
after the cost of packing and transport had been met, there would
be little or no margin left for the producer in Germany. But as
what higher level prices will ultimately be stabilised it is exceed-
ingly difficult to say. The rise ot prices in 1924 may be connected
with the stabilisation of the Germun Mark and may also, it is

Difficulty of determining
normal price of imported
Magnesium (‘hlonde.
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suggested, be due in part to the operations of a selling ring or
syndicate in Germany. In that case a relapse from the November
price is inevitable, and, according to the latest informationm,
supplied by the Pioneer Magnesia Works, has actually taken place.
Mr. Lalkaka believes that the normal post-war price will eventually
be about the same as it was prior to 1914, 7.e., from Rs. 3 to
Rs. 3-8-0 a cwt. c.i.f. Bombay, but there are no data which could
enable us to determine whether this expectation is well grounded or
not. Germany is in a position to determine the world price of
magnesium chloride, and until conditions in that country approach
the normal, it is impossible to predict with confidence the course of
prices. In these circumstances the price may continue to fluctuate
violently for some time longer, and it becomes exceedingly difficult
to take any particular price as a standard. The Management .f
the Pioneer Magnesia Work must themselves be conscious of this
difficulty, for in the Memorandum presented to the Government
of India in October 1923 it was suggested that a protective duty
of 200 per cent. would be required, whereas in the answers to the
Board’s questionnaire submitted in June 1924 a duly of 50 per
cent. was asked for.

13. The Pioneer Works have given figures showing their cost
of production for each year since manu-
facture commenced, and have also at our
request submitted a statement showing the reductions of cost anti-
cipated if something approaching a full output could be attained.
In this statement the present annual output has been taken at
about 1,000 tons and the future output at 3,000 tons. We think
these figures are reasonable. It would not be worth while to
operate the factory at all for less than 1,000 tons (it means about 4
months’ working in the vear), and this quantity is approximately
what could be sold in Ahmedabad, supposing that market could be
captured completely. On the other hand, with an output of 3,000
tons the factory would be kept open throughout the wvear. und
it is not likely that much more than 3,000 tons could be sold in
Bombay and Ahmedabad together if the mills were entirelv de-
pendent on Indian supplies. It will be desirable to review briefly
the various items which go to make up the total cost.

14. The manufacturing costs proper have been divided under
three sub-heads. The details are as

Cost of production,

Manufacturing costs.

follows: —

1922 costs TSTIMATED FUTURE COSTS

PIR CWT. PER CWT.
- Output of Output of Output of
1,353 tons. 1,000 tons. 3.000 tons.
Rs. a. P Rs. A. . Re. 4. P
Collection and storage of bitterns 0 41 0 5 0 0 4 0
Factory charges . . . . 05 6 0 6 0 0 5 0
Fuel . . o777 0 8 0 0 70
1 20 1 30 100
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The estimated costs for the lower output aie slightly higher
than those for 1922, when the cost of production was lower than in
any previcus year. A reduction of 3 annas a cwt. when full pro-
duction is attained seems a reasonable expectation, but it is likely
to be secured mainly under ‘ Factory charges,” for there is no
particular reason why a higher output should lkad to lower costs
under the other two sub-heads. The labour employed in collecting
bitterns is paid at piece rates and wages are admittedly low, while
an increased consumption of firewood might tend to raise prices
against the Company, or necessitate obtaining supplies from a
greater distance.

15. In order to arrive at the all-in cost f.o.r. Works, account
has to be taken of the Head Office and gene-
ral charges, packing, interest and dépre—
ciation  The details are as follows:—

All-in costs f.o.r. Works.

1922 cosTs ESTIMATED FUTURFE COSTS

PLK CWT. PER CWT.

Output of Output of Output of

1,353 tons. 1,000 tous. 3,000 tons.

Ra. A, p. Re. a. ». Re. A, P
Manufacturing costs . . . 1 20 1 3 0 1 0 0
Head Office and general charges . 0 6 85 0 4 9 0 3 2
Drums and packing . . . 09 9 1 0 0 014 O
Interest . . . . . 0 4 9 09 9 0 4 8
Depreciation . . . . . 0 7 0 0 9 6 0 3 2
All-in cost f.o.r. works . . . 213 11 311 0 2 90

(z) A reduction of 33 per cent. in the Head Office* and general
charges is not an unfair assumption, but these charges have, we
think, been underestimated. Even when the output exceeded
1,800 tons, the Company never succeeded in bringing these charges
below € annas a cwt We think the estimated costs should be put
at Re. 0-7-0 for an output of 1,000 tons, and Re. 0-4-8 for an
output of 3,000 tons.

(2%} The cost of packing is a very lLieavy item and nearly equals
the manufacturing costs proper. The Company expect to reduce
the cost by 2 annas a ewt. when the full output is attained, but
there veems to be no warrant for this assumption. The estimated
cost must, we think, be taken at Re. 1 per cwt. whatever the out

* This sub-head covers Establishments, Allowances, etc., Travelling, Renta and
Taxes, Insurance and Sundries.
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put. The low cost of this item in 1922 is misleading, and appa-
rently the cost of some of the drums used was debited in the accounts
of the previous year.

(¢3¢) The interest charges have been estimated at 7 per cent. on
a capital of Rs. 1'75 lakhs for an output of 1,000 tons and Rs. 25
lakhs for an output of 3,000 tons. If these sums are intended
to cover working capital only* they are a great deal too high.
According to the Company’s own figures. the oui-of-pocket expen-
diture on a production of 1,000 tons is not more than Rs. 50,000,
and for 3,000 tons it is proportionately lower at Rs. 1-35 lakhs.
When the factory is working for only 4 months in the year, and
large storks have to be held, the cost of one vear's production
seems a fair estimate of the working capital required. When the
factory is working throughout the year, 8 or 9 months’ output may
be taken. On that basis the working capital needed is Rs. 50.000
for ar output of 1,000 tons and about Rs. 1 lakh for 3,000 ions.
The interest charges would then be Re. 0-2-10 o ewt. for the lower
outpu’, and Re. 0-1-10 for the higher.

(20) The figure for depreciation is in each cuse the amount ad-
missible at Income-tax rates on the Company's machinery and
buildings divided by the output.

() With the corrections indicated in this paragraph the all-in
cost f.o.r. Works becomes:—

N ESTIMATED FUTURK COSTS
PER CWT.

Output of Output of

1,000 tons. 3,000 tons.
Re. Ao 1 Rs. A, 1
Manufacturing costs . . . . . 1.3 0 1 00
Head Office and general charges . . . 070 0 4 8
Drums and packing . . . . . 1 00 100
Interest . . . . . . . 0 210 0 110
Depreciation . 09 6 0 3 2
3 6 4 2 9 8

16. Between the factory and the consumer the charges which

) have to be incurred are heavy. They in-
chﬁf‘gﬂs‘ and - transport ]y de railwav freight, transport and hand-
ling and selling charges. The two former

* It is not clear whether the Company have, or have not, included interest on the
fixed capital expenditure in these estimates.
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should naturally be considered together. The Company have given
the total transport charges they have to meet belween the Works
and the mill at Bombay as Rs. 1-8-0 a cwt. This figure was
arrived at as follows:—

Rs. a. p.
Railway freight from Kharaghoda to
Bombay . . . . 012 0
From Railway station to Agent’s
wodown . . . . . .0 6 0
From godown to mill . . . .06 0
1 8 0

It is obvious that the double handling adds substantially to
the cost, and the Company are endeavouring to induce the mills
to aceept consignments in full waggon loads which would reduce
the cost sabstantially.  Apart from that, the freight to Bombay
has been reduced 1o Re. 0-8-9 a c¢wt. as a temporary concession
for a period of 6 months only. If this lower freight 1s continued,
the Company expect to bring down their transport charges on con-
signmients to Bombay to Re. 1 a cwt. on the average, but appa-
rently they have no hope of effecting any further reduction. The
figures per ewt. would then be:—

Rs. 4. p.

tailway freight to Bombay . . 089
Transport and handling . . 07T 3
ToraL .1 ¢ 0

The railway freight to Ahmedabad is Re. 0-3-9 a cwt. and fo.
this must be added the town duty of Re. 0-2-1 a ewt., or Re. 0-5-10
per ¢wt. in all. For the other transport and handling charges
the Chompany have not given separate figures, and they must pre-
sumably be taken as not less than in Bombay.

17. The selling charges in 1922 amounted to Re. 0-10-8 a cwt.
This figure appears to us to be exceed-
inglyv high, and forms a substantial per-
centage of the total price realized. We endeavoured to ascertain
whether in the view of the Company itself it was not excessive,
but apparun’uv these charges are regarded as inevitable. In for-
mulating proposals for the grant of protection it would be neces-
sary to consider carefully what allowance should be made on ‘hie
account. Meanwhile, when the question at issue is the Company’s
claim that protection can eventually be dispensed with, they must
be taken on the basis of the Company’s own statements.

Selling charges.
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18. The final result of the analysis
attempted in the foregoing paragraphs is
as follows: —

All-in cost delivered mull
=d price required.

ESTIMATED FUTURE COSTS
PER CWT.
1922 cosrs
—_ PER CWT.
Output of Output of
1,000 tons. 3.000 tons.
6. A, P. Rs. A, r. Rs. a. r.
All-in cost f.o.r. Works . . . 21311 3 6 4 2 9 8
Railway freight . . . . 0 5 7 0 8 9 0 8 9
Transport and handling . . . 0 8 2 07 3 0 7 3
Selling charges . . . . 010 8 010 8 010 8
All-in cost delivered mill . . 4 6 4 51 0 4 4 4
Manufacturer’s profit . . . 0 8 h 011 4 0 3 9
Price required to give a reasonable 414 9 512 4 4 & 1
return on capital. \

In the first column of the above {uble the railway freight and
transport, handling and selling (harges have been caleulated on
the sales of the year and not on the production. The great bulk
of the sales were in Ahmedabad, and 1t is for that reason that the
railway fieight is low. The railway freight in the second and
third column is that to Bombay. The manufacturer’s profit in all
three columns is 10 per cent. on the Company’s fixed capital ex-
penditure of Rs. 142 lakhs divided by the output. It will be
seen that, with the output limited to 1,000 tons a vear, a price
of R~. H-12-0 a cwt. at Bombay is required, and with an output
of 3,000 {onx a price of about Rs. 4-8-0 a ewt. It is in the light
of these figures that the claim to protection must be considered.

19. Before we discuss the inferences to be drawn from a com-
parison of the cost figures with the import

Views of the Bombav prices, it will be convenient to deal briefly
Ctkamber of Commerce and . . . . .
tee Bombav Millowners With the evidence of the two Public Bodies
Association. who addressed us. The Bombay Chamber
of Commerce are opposed to the grant

of protection on the double ground that, if a duty of 200 per cent.
is required to keep the industry alive, it would be wholly unsound
to impose it, and also that the im orted product is more uniform

and superior in quality. The Mill-owners’ Association, Bombay,
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on the other hand, give u qualified support to the application, not-
withstunding the fact that 1t must raise the cost of a raw material
used in cotton manufacture. They are prepared to agree to a fifty
per cent. duty, provided it is continued for only a limited number
of years and then gradually reduced to the ordinary revenue
level. They ask for a reasonable assurance that, if this protec-
tion is given, the industry will eventually be able to supply the
textile trade of India with the whole of 1ts requiremeunts without
extruneous aid, and also some guarantee of the quality of the
Indian product to ensure that the purchaser will not be placed at a
disadvantage.

20. Tt is clear that what the Mill-owners contemplate is pro-
tection tor a period only, until the magne-
pl_i’s‘;l‘({t’_:saﬂ"f"tt}::f’ :lnl(t:llllll‘:::; sium  chloride industry can  carry on
In face of German com. m}mfled, and this is what the Fiscal Com-
petition. mission regarded as legitimate protection
in normal circumstances. But in the oral
evidence Mr. Stones, who represented the Association, added an
important qualification. He expressed the view that, even when
the period of protection had expired, it would still be necessary
to give the industry special assistance from time to time, during
periods when the price of the imported article was abnormally low.
He emphasised the fact that in Germany magnesium chloride was
practicallv a waste product, and for that reason the German
manufacturer could sell at an exceptionally low price. The com-
petition which the Indian industry has to face is therefore of the
mo~t formidable kind. Tt would seem that the Mill-owners’ Asso-
ciation is doubtful whether the manufacture of magnesium
chloride in India can ever dispense entirely with outside assist-
ance. If these apprehensions are well founded protection once
given, might continue indefinitely. Tt is obvious also that, if no
lower limit can be set to the price of the imported product, the
determination of the amount of protection required at the outset
becomes extraordinarily difficult.

21. The demand for a guarantee of quality is also significant.
When Mr. Stones was asked whether the
Ascociation as a body considered that the
Kharaghoda product satisfied the condition
laid down, he expressed his own opinion that it did, but admit-
ted frankly that two-fifthe of the members were of a different
opinion. The three points regarded as of importance are absence
of free irom, refinement and colour. There is really no evidence
that in the first two points the Indian product is defective.
Mr. Stones informed us that none of the mills alleged the exist-
ence of free iron in magnesium chloride made at Kharaghoda,
and the tests made both in the Government laboratories and by
the mill chemists have been perfectly satisfactory. But the colour
is admittedly inferior. The Indian product has a greyish colour
which the Pioneer Magnesia Works have hitherto found it im-

Quality of Indian mag-
nesium chloride.
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possible to get rid of. The Management contend that this colour
makes no difference in actual use, and Mr. Stones is of the same
opinion. But he admitted that other mills took a different view,
which was shared even by sowme of the staff of his own mill. The
evidence we have taken leads us to think that the quality of the
magnesium chloride made at Kharaghoda is satisfactory, and that
the prejudice against it would gradually be overcome. But, un-
less the grevish colour can be removed, the process 1s likely to be
a slow one, and the difficulties of the Indian manufacturer are
greatly increased.  Mr. Stones told us that, personally, he would
pay as much tor the Indian product as for the German, but that
most mills would not buy Indian magnesium chloride unless it
was cheaper by anything from four annas to one rupee a cwt.

22, The Mill-owners’ Association kindly furnished us with
figures which make it clear that the burden
Effect of protection for  {}yyown on the cotton industry, it magne-
magnesium chloride on th . . i e
teatile mAustry. stum  chlorde  were  protected, would be
. almost inappreciable.  The cost of magne-
sium chloride is only from -05 to -08 per cent. of the total works
costs.  Bven if a duty of 200 per cent. were imposed, the cost
of a thousand vards of cloth would be raised only by 4 to 6 annas,
which 1s less than one-tenth per cent. The Association recognise
that a difference of this kind is negligible, bul they are naturally
apprehensive that, if a precedent were once mmted pmie(tlve
duties would be 1mposed on other materials also, and the cumula-
tive effect of a series of such duties might be far from negligible.

23. From what has been said in the last two paragraphs it will
be clear that the application for protection
Views of the Government  cunnot be rejected either on the ground that
of Bombay on protection 3 ) agmesi chloride made in India 1s
or magnesium chioride. ' nag um m .
inferior, or bécause of the consequential
effect on the {extile industry. These objections are not valid, and
evervthing therefore depends on the view taken of the future
prospects of the industry. Before we discuss this crucial question
it may be well to refer briefly to the views of the Government of
Bombay, which were explained in a letter, dated 9th January 1925.
They believe it to be unlikely that the m(hgenmm article can ever
compete on level terms with the foreign article unless it can com-
mand an infinitely greater market than at present, and thev con-
sider that the industry should be helped to capture the Indian
market. They point out, however, that for this purpose a very
high prote('tlvp duty would be necessarv. A duty of 80 per cent. ad
ralorem would, they believe, put Tndlan magnesium chloride on
a level with the imported article, but owing to the inferior colour
of the Indian product, it would be necessary to raise the duty
to 100 per cent. ad valorem. They recommend the imposition of
a duty at this rate. When the Government of Bombay expressed
these views, thev had not before them the later figures supplied
by the Pioneer Magnesia Works in December 1924, and it is not
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necessary therefore to consider how far their estimate of the pro-
tection required 1s a reasonable one. But if in fact a duty of
100 per cent. ad rvalorem is necessury, a specinl obligation rests on
the industry to show that the need 15 temporary.

24. We have alluded in paragraph 12 to the difliculty of deter-
ming under existing conditions the normal
Improbability  that the 0y dard price of imported magnesium
mdustry  can eventuully . m v, .
exist without protection. ~ Chloride. The only  definite  forecast we
have to consider 1s that put torward by
the Pioneer Magnesia Works that the price will eventually settle
aown atl the pre-war level of Rx. 3 (o Rs. 3-8-0 a ewt.  This would
mean, with the exchange at ls. Gd., a ¢4, price of from £4-10-0
to £5-H-0 a ton. It would be premature, we think, to express any
definite opmion as to the accuracy of this forecast, but it is not
in itself an improbuble one.  (rermany must inevitably be driven
by circumstances to develop her export trade by every means in
her power, and even though the average price was about Rs. 3-4-0
a cwt., there is no sort of guarantee that it would not frequently
be lower. I mav be useful, however, if we accept provisionally
this price in order to determine the amount of protection required
now, and also to test the claim that eventually the industry will
be able to do without protection.

25, It was ascertained in paragraph 18 that, if the output were
restricted to 1,000 tons a vear, the l)l'i('v
which gave the manufacturer a fair return
wias Rao H-12-4 4 ewt. It i most impro-
bable, however, that even m the fnst vear of protection the out-
put would be so small,; and a Targer output would mean lower costs.
A deduction of 4 annas a ewt. on this account seems 1o be reason-
able.  Account must also be taken of the fact that ultimately one-
third of the output might be disposed of in Ahmedabad, and that
there the Indian producer has an advantage of about 12 annas
per ewt. as compared with Bombay, both in respect of the lower
freight from Kharaghoda to the murket, and of the railway freight
on imported magnesium chloride from Bombay. Tf an allowance
of 4 aunas a ewt. is made on this account, then the price required
in Bombay is Rs. 5-4-0 a ewt. approximately. But the manufac-
turer will not in fact realise this price unless the cost of imported
magnesium chloride is raised to Rs. 5-12-0 a ewt. at least. With
the c.i.f. price at Rs. 3-4-0 a cwt. the cost, delivered at the mill,
to a firm importing direct may be taken as Rs. 3-12-0.  The duty
required would therefore be Rs. 2 a ewt. DBut in view of the fact
that the price mav be expected to drop below its normal level not
infrequently, some allowance would have to he made on that score.
On the whole, we believe that a duty of Rs. 2-4-0 a cwt. would he
required in the first instance to give the Indian product a fair
chance of capturing the market. This duty would be a little over
70 per cent. on the c.i.f. price.

Amount  of  protection
required.
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26. [t has been shown in paragraph 18 that, with an output of
3,000 tons a year, and provided the cost of

h‘““hd‘ty ﬁ’[ t‘h(' 0'3““ production is reduced to the extent antici-
that cventually the indus- , : . , . .

try can dispense with pro- ])di(—*d, a price of B‘S‘ 4-8-0 a CWt gives the
tection. manufacturer a fair return. If, once more,

allowance is made for the sale of one-third
of the output in Ahmedabad, the price required in Bombay 1s
Rs. 4-4-0. Tt will be seen that this figure exceeds by 8 annas a
ewt. the cost, delivered at the mill, of the imported product.

27. We have carefully considered the facts and figures set forth
in the foregoing paragiaphs, and our final
conclusion is that the claim to protection
Las not been wmade good. The applicants
have failed in their attempt to show that eventually the industry
will be able to dispense with extraneous assistance, and one of the
conditions laid down by the Fiscal Commission has not been satis-
fied. But even if the prospects of the industry were more promis-
g than they appear to be, the cuse would still present grave difi-
culty. It might well happen that the normal price of imported
magnesium chloride proved to be substantially below Rs. 3-4-0 a
c¢wt., and in that case all calculations would be falsified. TUntil
the price of the imported product has approached stability, no
reasonable assurance as to the prospects of the industry is attain-
able.

Claim to protection not
Justiticd.

28. If the view put forward in the last paragraph is accepted
and the claim to protection is negatived, it
tn(,g::{’?s‘;'E:;l‘l’foflh:l;:g":il is likely that the manufacture of magnesium
grounds. chloride in India will cease. But 1t does
- not appear that any important interest
would be injured. The capital which would become unproductive
1~ ro more than Rs. 1} lakhs, and the promoters of the Company
have already received the value of their investment back twice over
out of the profits of the prosperous years. Nor can it be pleaded
that the continuance of the industry is necessary on mnational
grounds. If, for any*reason, supplies from Germany were cut off,
there would be no difficulty in re-starting the industry at short
notice. This was abundantly proved in 1915-16, and there is no
part of the necessary plant which could not readily be improvised
from materials obtainable in Tndia. Tn these circumstances there
are no valid grounds for asking the country to incur a sacrifice
when there is no assurance of anyv compensating advantage in the
tuture.

29. We are indebted to Mr. B. S. Lalkaka, General Manager
of the Pionecer Magnesin Works, for the
detailed information supplied by him at our
request after his return from Europe. We desire also to acknow-
ledge cordially the assistance we received from the written and

Conclusion
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oral evidence of the Bombay Mill-owners' Association, and from
the statements of prices supplied by i1mporting firms.

G. RAINY—President.

P. GINWALA
~ M cmbers.

V. . KALE

G. C. F. RAMSDEN
Fcbruary the 26th, 1925.

Seeretary.
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Press Communiqué.

No. 1.
(Dated the ITth April 1924.)

In the Reso]utfon of the Government of India in the Commerce
Department, applications for protection on behalf of the following
industries have been referred to the Tariff Board : —

Magnesium Chloride.

The Board hope that those firms or persons enguged in the
industries enumerated above, who consider that protectian should be
granted, will, if no representation on their behalf his vet heen
presented to the Government of India, submit their representations
to the Board withouteelay.

2. It is the intention of the Board {o obtain from the applicants
full statements of the facts on which they rely in support of their
claims, and for this purpose questionnaires have been drawn up
specifying the points on which information is required. As soon as
replies have been received, arrangements will be made to examine
orally representatives of the firms applying for protection and the
written and oral evidence taken will then be publhished. Thereafter
all persons who consider that their interests are likely to be affected
by the proposals made, or desire either to support or to oppose the
«laims to protection, will be invited to submit written representations
to the Board and to say whether they desire to tender oral evidence in
addition.

3. The Board believe thut the procedure outlined above will
conduce to the public convenience and will facilitate their enquiries.
TUntil the case for protection has been developed and the most
important facts have been ascertained, it is difficult for commercial
bodies, or other persons interested, to understand exactly what is
proposed or to express their views udequately on all aspects of the
case. When opinions are invited, they will be asked for by a date
so fixed as to allow a sufficient interval after the publication of the
evidence for its study and examination. But since the Board’s tour
programme must be settled some time in advance, it is desirable that
those who intend to give oral evidence, or think it likely that they
will do so0, should send early intimation to the Board.

No. 2.
(Dated the 22nd July 1924.)

In a communiqué dated the 17th April 1924, the Tariff Board
outlined the procedure they had decided to adopt in their enquiries
into the industries referred to them in the Resolution of the Govern-
ment of India in the Commerce Department No. 38-T., dated the
10th April 1924. The first stage was to obtain the evidence of the
applicants for protection, and the second to publish this evidence
—whether written or oral—so that all interested might give their
opinions after they had had an opportunity of considering the
case put forward. The evidence tendered by the applicants for
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{)rotection in the magnesium chloride industry has now been pub-
ished and copies may be obtained from the Manager, Central
Publication Branch, 8, Hastings Street, Calcutta, price ten annas.

2. In the case of magnesium chloride, only one firm—the
Pioneer Magnesia Works, Bombay, has applied for protection.
The reasons which are held to justify the proposal have been fully
developed in a memorial addressed to the Government of India,
and in the replies to the Board’s questionnaire. The firm have
been unable hitherto to depute a representative for oral examina-
tion, but the written evi(%ence contains a ‘full statement of the
case. The applicants consider that a protective duty of 200 per
cent. ad valorem will be necessary 1f they are to compete success-
fully with the magnesium chloride importedgfrom Germany.

3. The Board will be glad to receive i{ten representations
from all Public Bodies, Associations, firms or persons who desire
to be heard regarding the grant of protection to the magnesium
chloride industry.

Oral evidence will be taken as follows:—

At Calcutta, between the 21st August and the Gth
September.

At Bombay, between the 9th and the 30th September.

At Madras, between the 1st and the 14th November.

At Rangoon, between the 19th November and the 2nd
December.

It is necessary that those who desire to supplement their written
1epresentations by oral evidence should inform the Board with
the least possible delayv, so that the dates for taking evidence may
be definitely fixed. This is particularly important for those who
desire 1o be examined at Calcutta, where oral evidence will first
be taken. The Board will leave Simla on the 29th July and, after
visiting Dehra Dun, Lucknow and Katni, will wrrive at Calcutta
on the 10th August. The following dates have been fixed by the
Board as the latest dates for receiving written representations or
requests for taking oral evidence:—

Requests for oral examination at Caleutta 12th August.
Submission of written representations
by those who desire to be examined
orally at Calcutts . . .
Requests for oral examination at
Bombay . . . . . .
Submission of written representations by
those who desire to be examined orally
at Bombay . . . . . . 1st September.
All other written representations . . 30th September.

The programme for oral examination at Madras and Rangoon
will be arranged later. All requests for oral examinations should
be addressed to the Secretary fo the Board, No. 1, Council House
Street, Calcutta, and should be despatched so as to arrive on or after
the 1st August, the date on which the Board’s office will open at
Calcutta.

19th August.
22nd August.
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THE MAGNESIUM CHLORIDE INDUSTRY.

A.-—QUESTIONNAIRE FOR APPLICANTS FOR
PROTECTION.

I.—INTRODUCTORY.

1. When was the firm which you represent established? Ts it a

pubhc or private Ieglsfeled Compauy, or is it an unregistered firm ?

To what extent is the capital invested in vowr firm held by
Indmm" How manv Indians are Directors? How many TIndians
(if any) form part of the superior management?

3. Does vour firm undertake the nmnuim *ture of Mugnesium
Chloride only, or of other products as well?  Please enumerate these
other products (if any).

4. At what date did your Works commence to manufacture ?

5. What is the full capacity of your Works as at present equip-

ped for the manufacture of magnesium chloride?

6. What has been the actual output of the Works for each year
since manufacture commenced?

7. Where are vour Works situated? Do you consider it is
advantageously situated in respect of—

(@) vicinity to the areas from which your principal raw mate-
rials are drawn;

(b) vicinity to the coalfields or other sources of power or fuel;

(¢) vieinity to an important market;

(d) other considerations, such as the existence of un abundant
labour supply?

What do yvou consider the most important. factor in selecting the
site of a Works for the manufacture of Magnesium Chloride in
India?

8. Do you consider that your Magnesium Chloride is equal in
quality and appearance to imported Magnesium Chloride? Does
vour Magnesium Chloride command the samne price in competitive
markets as imported Magnesium Chloride? If not, to what causes
do vou ascribe the lower price of the Indian product?

9. For what purpose or purposes is your product used in India?

10. Is the production of Magnesium Chloride at vour Works
liraited to certain mouths of the vear? If so, plo.)sp explain the
reason, and state whether the fact’ umtrll)utes to increase your cost
of production as compared with the cost in other countries.

TI.—RAawW MATERIALS.
11. What are the raw materials used in your Works?



22

12. What are your annual requirements of raw materials accord-
g to the rate of output equivalent to the full capacity of the plant?

13. What quantity of each of the raw materials is required for
the production of one ton of Magnesium Chloride?

14. From what area or areas does the factory draw its main sup-
plies of the raw materials, and at what distance from the factory
are they situated? If possible a map should be given showing the
site of the Works and the areas from which supplies are drawn.

15. How is the raw material collected and by what means is it
transported from the source of supply to the Works? If more than
one means of transportation is employed, specify the distance
covered by each such means.

16. What royvalty (if any) per ton for raw materials is payable
to Government or to private persons?

17. Please give the cost per ton delivered at the Works of the
principal raw material (or materials) for the years 1916, 1918, 1921
a. 4 1923, divided under the following heads:—

(1) Royalty (it any).

(2) Labour employed on extraction and collection.
(3) Freight from the source of supply to the Works.
{4) Miscellaneous charges.

18. What ae the terms of your concession (or concessions) for
the raw material? (A copy of the lease or other docuuent in which
the concession 1~ embodied should be given.) Do you consider these
terms favourable? If not, in what respect do you consider them
unfavourable ?

19. Do vou find it necessary to import any raw materials? If
so, please state from which countries you import them, and at what
prices.

20. Have you to use any chemicals in the processes of your manu-
facture® If vou do, please state the quantities required per ton of
Magnesium Chloride.

21. Do vou get any special freight rate by sea, river or rail for
your raw materials? Do you consider you are at any disadvantage
in this respect?

ITI.—LaBOUR.

22. Do the processes of manufacture require much expert super-
vision involving the employment of skilled labour imported from
abroad?

23. What number of imported labourers are employed at present,
and what would be the number required if the factory were worked
to full capacity?

24. What progress has been made since the factory was estab-
lished in the substitution of Indian for imported labour? Is it
anticipated that eventually the employment of imported labour will
be wnnecessary? What facilities are given to Indiar workmen to
acquire training in skilled work or for training apprentices?
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25. How do the rates of wages paid to imported workmen com-
pare with the rates paid for similar work in other countries?

26. What is the total number of Indian workmen employed, and
what are the average rates of wages of the different classes”

27. Please give for the years 1916, 1918, 1921 and 1923 : —

(a) the total wages bill for Indian labour at the Works;
(b) the average wages per man in the different classes.

The increases in the rates of wages should be stated, and the
dates when they were given.

28. Is the Indian labour force sufficient? Is it drawn from the
vicinity of the fuctory, or from other parts of India?

29. Hus it been found that the Indian labourer improves with
training? How does his efficiency compare with that of workmen in
Western countries emploved on similar work ?

30. What arrangements have you made for housing your labour
and for promoting 1ts welfare in other directions?

IV.—PowER (INCLUDING FUEL).

31. Is the power used in the factory derived from electricity, or
steam, or from some other source?

32. If steum power is used, is coal the fuel empioyed? 1f not,
what is the tue] ¥ 1Is the latter available in sufficient quantities?

33. What is the total quantity of fuel required per unit of out-
put, whether for power production or for other purposes?

34. From what distance is the fuel brought, and what is the
free-on-truck price in the case of coal, and in the case of other fuel
at the source of supply? And what is the cost of trunsport per ton
in each case? If fuel is purchased locally, what is the price per ton
delivered at the Works?

35. Do you own or control your own sources of supply of fuel?
If so, how many years supply have you of the kind of fuel used by
you?

36. If your fuel is wood, have you obtained any concession from
the GGovernment or other person? What is the royalty payable, and
what are the conditions of the concession? (Supply a copy of your
concession.)

V.—MARKET.

37. What is the total Indian production <f Magnesium Chloride
so far as it can be ascertained or estimated for the following
years: —

1016.
1917.
1918.
1919.
1920.
1921.
1922,
1923.
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38. What do you estimate is the total Indian demand for Magne-
sium Chloride?

39. TIs it likely that the Indian demand wili substantially in-
crease in the near future? If <o, what are the reasons for your

belief ?

40. In what parts of India are your principal. markets situated,
and wbat are the distances which separate them from the Works?

41. Are there uny markets in India in which, owing to their dis-
tance from the ports, you are more easily alle to compete against
the foreign manufacturer? If so, please state which these markets
are, and the approximate demand in each.

42. Do vou consider that the export of Mognesium Chloride
from India to any foreign countries is probable? If so, to what
countries? Can vou form any estimate of the quantities which
India might eventually be able 10 export and which foreign markets
will consume?

VI.—Forricxy COMPETITICX.

43. Which are the foreign countries from which competition in
the Indion markets is keenest?

44. From what raw materials is the Magnesium Chloride made
which is imported into India and competes with your product?

45. Do the conditions of manufacture in India differ materially
from those adopted in competing countries? If so, what are the
important differences?

46. Have the conditions in India led you to adopt a process of
wanufacture different from those adopted in the chief competing
country? Are the latter attended by the production of bye-products
tending to reduce the cost of manufacture? Do you consider that
the foreign monufacturer has an advantage in this respect?

47. Please state—
(7) The prices at which imported paper has entered the coun-
try and been sold during 1916, 1918, 1921 and 1923.
(%7) The prices realised by you in each year since manufacture
commenced.

If possible the f. 0. b. price (in sterling) of imported Magnesium
Chloride should be given and the following items shown separ-
ately : —-

Freight.

Insurance and trade charges.
Customs duty.

Landing charges.

If this is not possible, then state the c. i. f. price plus Customs
duty and Landing charges.
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48. From what sources is information obtainable as to the prices
at which imported Magnesium Chloride enters the conutry? How
far do you conmsider the information obtained from these sources
reliable?

49. Have you any reason to suppose that prices at which foreign
producers sell for export to India are unremunerative, i.c., below
the cost of production, or do they leave only a small murgin of profit
to the producer? If so, please state fully your reasons and the evi.
dence on which you rely.

50. In which of the Indian markets is foreign competition
Leenest? ’

£1. To what causes do vou attribute the low prices at which
foreign Magnesium Chloride has entered India since the war? How
tur do you consider these causes permanent or temporary?

h2. Please compare the freight vou have to pay to reach your
markets in India with the total freights-—sea and rail—pavable on
umports to the same markets.

53. Compare the Railwayv freight paid b{r importers from the
ports to selected up-country markets and the Railway freights paid
on the produce of vour Woiks {o the same markets.

N.B.—What is desired i~ conerete instances giving the name of
the port, the names of the up-country station, the distances, rates
per maund per mile, etc.

54. Have any instances recently come to yvour notice in which
Continental Magnesiumn Chloride has been re-exported from the
United Kingdom as British manuflacture? 11 so0, please give the
evidence on which vou rely, and state whether you ascribe the fact
1o depreciated exchanges or to other causes.

55. Do vou consider that, as compared with the tareign manu-
facturer, the Indian manufacturer is at a disadvantage 1n all or any
of the following points—

(a) the cost of plant and machinery;

(b) the cost of expert labour;

(r) the cost or efficiency of ordinary lubour;

(d) the collection and transport of raw materials:
(e) the cost of raw materials and consumable stores;
(f) freights on finished goods;

(g) the maintenance of stocks of spave parts,

(h) customs duty on imported materials,

(7) the raising of capital.

Where possible, definite figures should be given, ¢ g., comparing
the cost of plant and machinery erected in India with the corre-
sponding cost in Western countries, or comparing the wages of
imported expert workmen in India with the wages they.would_ dra.w
in their own countries. If there are ** seasonal ™ difficulties in
connection with the collection and transport of the principal raw
materials, these should be explained.
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56. Which of the disadvantages mentioned in vour answer to
question 55 do you regard as permanent and which as temporary?
For what period, in your opinion, are the temporar, disadvantages
likely to operate? '

VI1I.—EqQuirMENT.

57. Do you consider that your works are sufficiently large as an
economic unit of production to ensure economy? What, in your
opinion, is the smallest unit of production which can be operated
economically under present-day conditions?

88. Does the manufacture of Magnesium Chloride require the
use of elaborate and expensive machinery ?

59. What percentage of your total capiial outluy has been in-
curred on plant and-machinery?

G0. Give u brief description of your plant and n:achinery, and
the process of manufacture vou have adopted.

61. Do you consider vour machinery and other equipment, and
also the processes of manufacture, sufficiently up-to-date and eth-
cient to enable you to compete successtully against the foreign
manufacturer?

62. Have you, since 1916, adopted any new processes of manu-
facture, or have you installed new plant and machinery in replace-
ment of, or in addition to, the old plant? If so, give a brief de-
scription of them and state whether the results have fulfilled the
expectations entertained.

63. What parts of the machinery, if any, are malde in India?

VIII.—CariraL ACCOUNT.

64. What is the block value of yvour property, as it stood in your
books at the end of the last complete year for which figures are
available, under the following heads—-

(@) Leases and concessions.

(b) Lands.

(¢) Buildings.

(d) Flant and Machinery.

(¢) Other miscellaneous assets.

65. Do the figures given in answer to question G4 represent the
actual cost of the various assets, or their value after depreciation
has been written off? In the latter case, please state the total
amount written off for depreciation since manufacture commenced,
and in the former case the total of the depreciation found (if any)
which has been accumulated.

66. Apart from any question of an increase in the replacement
cost of plant and machinery due to a_general rise in the price level,
are the sums actually set aside for depreciation since manufacture
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vommenced equal to, greater than, or less than, tle sums which
cugit to have been sei aside accor dnm to tue rates of depreciation
“Wln( ‘h vou consider suitable? (See Qne~1u)11 81.)

67. What do vou estimate would be the present-day cost under
the heads (n) buildings, and (b) plant and machinery, ot er ecting a
‘Works having the same output as your present \Vorl\s ? How doos
the figure compare with the bLlock value of vour present Works
under the same heads, und would the npemtmg cost of a new Works
established now be greater or smaller than yours?

68. What is the total (a) authorized, (b) subscribed, {¢) paid up
<capital of the Company? How is 1t divided between Preference,
‘Ordinary and Deferred shares?®

69, At what rate of interest is the dividend payable on the Pre-
ference shares? Are these shares entitled to cumulative
dividends? If so, stute the dates on which thev were first entitled
1o rank for dividends, and whether any dividends are in arrears.

70. Under what conditions do the Deferred shares participate
in the profits of the Company ¥

Please prepure u statement showing for each year since the
establishment of the Companyv—

(@) the amount of the paid up share capital (Preference,
Ordinary and Deferred) ranking for dividend,

() the actual amounts distributed as dividends on each clase
of capital, and

(¢) the percentage on the paid up share capital of each clas<
which the dividend represented.

72. What is the average rate of dividend ¢n the Crdinary shares
for the tuil period?

73. What is the amount of the debenture loans (if any) raised by
the Company? At what dates were they issued, and what is
the rate of interest payable? If any period has been fixed for the
redemption of the debenture loan, it should be stated. Similarly, if
a debenture sinking fund has been established, the unnual rate of
contribution should be given.

74. What is the amount of the Reserve Fund (if uny) created by
the Company ¥ Has thix amount been accumulated from surplus
profits, or from other sources, e.g., by the issue of shares at a pre-
mium ¥

75. What additional capital (if any) would 1t be necessary to
raise in order to carry out any scheme of replacement or extension
wof plant which the C‘(;m}nuv contempl.xte“

IX.—Cost or PRODUCTICN.
The cost of production falls under two heads: —
(¢) works costs, and

(1) Overhead charges.
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The latter head—overhead charges—includes : —
(7) Interest on working capital.
(72) Depreciation.
(i77) Head office expenses and Agents’ commission.
The head ‘ Works Cost ’ covers all other expenditure on the

production of Magnesium Chloride. The divilends on share capital
are not included in the cost of production, nor is the interest nn
debenture and other loans in so far as the sums so raised have been
devoted to fixed capital expenditure.

(@) WoRks cosTs.

76. Please fill up the two Forms annexed to thie questionnaire

regarding Works Costs.

The following explanations may be useful : —

(«) The Bourd are anxious to have as full information as pos-
sible regarding the cost of production, but they recog-
nise the difficulty which manufacturers may feel 1n
disclosing to the public the details of their practice and
their works costs.  Great stress was laid on the import-
ance of publicity in paragraph 303 of the Fiscal (lom-
mission’s Report, and the Board alse have explained the
views they hold in paragraph 41 of ‘hen Third Report
on the Grant of Protection to the Steel Indusirv. It
rests with the manufacturers themselves to decide what
information can be given publicly, and nothing will be
published which the wilness desires {0 be treated as con-
fidential. At ihe same time, the Board cannot base their
recommendations merely on confidentidi information.
The publication of the details of the works costs of each
firm may not be essential because the Board may be able,
by comparison of the various figures submitied, to arrive
at a standard or average figure for each item. But it is
very desirable that the total of the works costs should be
disclosed in all cases.

(b) In Form I the actual expenditure of ihe vear under the
various heads should be shown, whereas .n Form II it 1s
the tost per unit of output that is desired.

(¢) The years for which figures have been asked for are 1916,
1918, 1921 and 1923.

(d) The figure given against raw materials should be the cost
delivered at the Works and will include the cost of all
labour employed in collection or transport. The cost of
such labour, 1herefore, is necessatily excluded from the
item ¢ Labour’ in the forms.

(€) If at any stage of the process of manufacture materials are
recovered and can be used again, the credits taken
for such recoveries should be entered in the forms, and
the manner in which such credits are takeu explained.
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(/) In the Forms Power and Fuel are shown as one item, but

it is preferable (if possible) that they should be shown
separately.

77. Was the works cost increased in any of the years for which
figures have been given owing to the fact that the Werks were work-
ing at less than their full capacity?® If so, which were the items
principally affected? To what extent would they probably have
been reduced if a full output had been obtained?

78. Do vou regard the works cost of the last year for which
figures have been given as abnormally high for any other reason?
If possible, furnish an estimate of the works cost for some future
year on the assumption that—

(@) conditions are normal,
(b) an output is obtained equivalent to the fuli capacity of the
plant.

79. Have vou adopted a system of codt aceounting? If so, will
vou place before the Board, for examination and return, vour cost
sheets for the last complete year for which they have been prepared?

80. Are you in a position to furnish the Board with informa-
tion as to the works costs of Magnesium Chloride in any competing
country for any yvear since the war?

(D) OVERIIEAD CHARGES.

(7) Depreciation.

81. What are the rates of depreciation allowed by the Income-
tax authorities? Do you consider that, in calculating the cost of
production of Magnesium Chloride, these rates of depreciation are
suitable? If not, what rates do vou suggest and why?

82. What is the sum required annually for depreciation at
Income-tax rates on the total block account—-
(a) if the assets are valued at cost,
(b) if the assets are taken at their value ofter deducting all
depreciation written off up-to-date?
The depreciation should be shown separately for :—
Buildings.
Plant and machinery in continuous operation.
Other plant and machinery.
Other assets.
If you consider that rates other than the Income-tax rates should be

adopted, please calculate the sums required annually for deprecia-
tion at these rates also.

83. Taking the figures given by you in answer to juestion 67 as
the present-day cost of the buildings and machinery required for a
‘Works having the same output as your present Works, calculate the
sum required annually for depreciation at Income-tax rates and at

B2
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the rates, you consider should be adopted if you think the Income-
tax rates are unsuitable.

84. Taking the total amount of depreciation to be written off
according to the various methods given in questions $2 and 83, what
is the incidence per ton of finished Magnesium Chloride according
to the output equivalent to the full capacity of the plant?

(i1) Working Capital.

&5. What is the working capital which {he Company requires
according to the output equivalent to its full capacity?

86. Is the Company able to provide all the working capital 1t
requires from share and debenture capital, or is it necessary to
borrow additional capital for this purpose?

87. If additional working capital has to be borrowed, what is the
amount borrowed and the rate of interest payable?

88. Compare the workjng capital with the cost of one month’s
output (works cost only, excluding overhead charges).

89. What is the average value of the stocks of finished goods
held by the Company?® What period normally elapses hetween pro-
duction and payment ?

80. Does the Company find it necessary to hold large stocks of
coal or raw materials? If so, the average value of the stocks held
should be stated.

(117) Agents’ Commission and Head Office expenses.

91. Has the Company a Head office other than the office of the
local management? Is it under the control of a firm of Managing
Agents?

92. If the answer to question 91 is in the affirmative, please
state : —

(7) the annual amount of the Head office expenses;

(71) the Agents’ commission.
93. How is the amount of the Agents’ commission determined?
94. What is the cost of : —

(/) Head office expenses

(77) Agents’ commission

per ton of your production according to the output equivalent to the-
full capacity of the plant?

X.—MANUFACTURER’S PROFITS.

95. What rate of dividend do you consider to be a fair return on
Ordinary and Deferred shares?

96. If your Company contemplated the establishment of a new:
Works, or the purchase of new machinery and other equipment for
the existing Works—whether by way of extension or replacement—
what rates of interest do you consider it would be necessary to offer
on (a) Preference shares, and (b) Debentures in order to attract
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capital, assuming that the profits made in the industry showed a
sugstantial margin after providing the interest on the existing
shares or debentures?

97. If it were decided to issue Ordinary shares, what do you
consider would be the minimum probable return which would be
likely to attract investors? .

98. What is the incidence per ton of Magnesium Chloride of : —

(a) the fair return on the Ordinary and Deferred shares as
g1ven 1n answer to question 99 ;

(b) the full dividends on the paid up Preference shares;

(¢) the full interest on the debentures, in so far as the proceeds
of the debentures have been devoted to fixed capital
expenditure and not used as working capital ?

N.B.—The figure should be given on the ouiput equivalent to
the full capacity of the plaut.,

AT.—Cratm For ProTECTION.

99. In paragraph 97 of their Report, the Fiscal Commission laid
down three conditions which in ordinary cases ought to be satisfied
by industries claiming protection. Do you consider that those con-
ditions are satisfied in the case of the Magnesium Chloride industry ?
And in particular:— .

A. Do vou cluim that the industry possesses natural advantages,
such as an abundant supply of raw materials, cheap
power, a sufficient supply of labour or a large home
market ?

B. Do vou claim that, without the help of protection, the indus-
try is not likely to develop at all, or is not likely to
develop so rapidly as i1s desirable in the interests of the
country ?

C. Do vou claim that the industry will eventually be able to
face world competition without protection

These conditions have been approved by the Government of India
and by the Legislative Assembly, and it is therefore of great
importance to ascertain whether theyv are satisfied. If vou consider
that vour industry fulfills these conditions, the reasons for your
opinion should be fully explained.

100. Do vou claim that yvour industry satisfies either or both of
the conditions mentioned in paragraph 98 of the Fiscal Commis-
sion’s Report, v1z.—

(a) That the industry is one in which the advantages of large
scale production can be achieved, and that increasing
output would mean increasing economy of production?

(b) That it ix probable that in course of time the whole needs
of the country could be supplied by the home production ?

101. Do you consider thut vour industry is of importance orp
national grounds and therefore deserves protection apart fror
economic considerations?
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102. Do you consider that there are any features of the industry
which make it peculiarly suitable to Indian economic conditions?
103. What special measures (if any) do you suggest to safeguard
your industry against underselling by reason of : —
(a) depreciated exchanges;
(b) subsidized freights;

(¢) any cause other than a reduction in the foreign cost?

104. What is the amount of protection the industry receives at
present owing 1o:—

(a) the existing Customs duties,

(b) transport charges between the country of production and
the port of entry, i.e., freight, insurance, trade charges
and landing charges?

105. What is the amount of the protection which you consider
necessary ? . .

N.B.—The reasons for proposing the particular rate recom-
mended should be explained.

106. Do you not think that consumers of Magnesium Chloride
will object to protection being granted to your industiry on the
ground that it will raise their cost of production and also entail a
sacrifice on the final consumers?
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FORM I.

Statement showing the total expenditure incurred on the production
of Magnesium Chloride during certain years.

(See question 76.)

- 1916. 1918. 1921. 1923.

(1) Raw materials

(2) Works labour . . . .

3) Power and fue! .

(4) Ordinary current repsus and mamn-
tenance of buildings, plant and
machmery.

(5) General services, supervision and
local othce charges. '

(6) Miscellaneous, e.g., rent, municipal
taxes, Insurance, etc.

(7) Any other single item not enumer-
ated above which amounts to 5
per cent. or more of the total
expenditure.

Total

Total production of Magnesium Chloride
for the year.
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FORM II.
Statement showing the works cost per ton of Magnestum Chloride.

(See question 76.)

J— 1916. i 1918, 1921, 1923.

(1) Raw materials

(2) Works labour

(3) Power and fue'

(4) Ordinary curr.nt repairs and main-
tenance of buildings. plant and
machinery.

(5) General services, supervision and
local office charges.

(6) Miscellaneous, e.g., rent, municipal
taxes, insurance, etc.

(7) Any other single item not enumer-
ated above which amounts to 5
per cent. or morc of the total
expenditure.

Total

Credit for Materials recovered (if any) .

Neott total

Total production of Magnesium Chloride
for the year.
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Witness No. 1.
THE PIONEER MAGNESIA WORKS, BOMBAY.

A.—WRITTEN.

Statement I.—Copy of letter from the Pioneer Magnesia Works, dated 12th
October, 1923, to the Government of India, Department of Commerce.

We have the honour to forward herewith our statement of the reasons wlgy
protection should be extended to this Industry, for submission to the Tariff
Board which is now sitting.

We may add that the Director of Industries as well as the Bombay Sal¢
Department have been connected with this Industry ever since 1ts inception
and we have reuson to believe that they will be only too pleased to support
our case, being directly concerned and interested 1 our well-being as will be
noticed from copy of our Drait Agreement with Government and also a letter
received trom the Deputy Comnmussioner of Salt & Excise N. D. in this connee-
tion dated Ahmedahad 13th September 1923. !

Degging the favor of a line in reply at convenience,

Enclosure 1.

Memorandum regarding Magnesium Chloride Industry for the
Tariff Board.

Statement of reasons why protection should be extended to this Industry.

Magnesium Chloride is one of five most important and necessary ingredients
required for cloth swzing in textile Mills. All warp yarn before being taken
to the loomn shed generally requires to he passed through a size mixture in
order to keep the thread pliable and soft and to enable it to stand the wear and
tear hetter. For this purpose very hght size is used, bui in cases where coarse
cloth is woven or it is desired to give more weight, as much as 100 to 125
per cent. size is often added.

2. The principal smizing substances most in vogue are :—

(a) Ad:nes_ive or starchy materials like wheat flour, maize starch, or

arina.

(b) Weight-giving products like China Clay, French Chalk, etc,

(c) Fatty or softening ingredients like oils-beef and mutton tallows,
glycerine, soap, etc.

(d) Zinc chloride to prevent mildew or fungus growths.

(¢) Deliquescent agents like Magnesium or Caleium Chloride or even
Common Salt in some cases, to keep the thread moist. But
magnesium chloride being hygroscopic in character and possessing
also weight giving property, is by far the most suitable and
desirable sizing medium hitherto known.

What is
M agnesium
Chloride.

3. The use of Magnesium Chloride in Tndiayvaries according to the texture yes,

of the cloth woven, and the dryness or hunrdity in the atmosphere, also to
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certain extent depending upon the other component parts of the size mixture
used and the idiosyncracy of the Weaving Master.
mhufnle " Roughly speaking the consumption varies from about 5 tous ver 100 lsams
PR per annum for Mills at Ahmedabad and in other parts of India, to about half
that quantity in Bombay, and taking the total No. of looms at 1,825,000 the
approximate snnual average consumption in India may be set down at from
8,500 to 4,000 tons at the outside, counting at the rate of about 3 tons per 100
looms per annum.

History, 4. Before the Great European War, Magnesium Chloride used to be & mono-
poly of Germany and the average import price ruled in the vicinity of about
Rs. 3/8 per cwt. c.i.f. Bombay.

5. There was a customs duty of 24 per cent. ad walorem payable by mer-
chants and other importers, exemption being granted to Mills directly imporsing
for their own bond fide use.

According to present tariffs however both Mills, and mecrchants have to
pay a uniform 15 per cent. ad valorem duty.

German 6. At Stassfurt in Germany there are large valuable deposits of a mireral

production. called Carnailite, which is a double-chloride of Potassium and Magnesium with
traces of Bromides and Iodides. Magnesium Chloride forms by far the greater
portion of this carnallite and must be eliminated before recovering the potassium
bromides and iodides, and thus it could naturally be exported from Germany
as 8 bye-product at cery little cost. Besides it was usually shipped from there
as bottom cargo at extremely low freight rates, whereas the indigenous product
has to bear considerable freight charges and cannot claim any sea-board to
facilitate its transport.

Great Britain as a rule does not produce or export much Magnesium
Chloride. It rather imports all its own requirements from Germany, not
only for bonG fide consumption but for also commercial re-export to India
and other places. Besides textiles, Great Britain largely uses the Magnesium
Chloride for making Magnesia cements and manufacture of flooring tiles, etec.,
though in India this is a negligible quantity, and only textile Mills are so far
known to be the principal users.

Origin of 7. As soon as the War started and German supplies were cut oft, prices of
gﬁoﬁgmlum Magnesium Chloride like every other commodity began to soar high, and &
}ngiu:try imn stimulus was thereby given to the investigation of local resources.

y Attention was drawn in the year 1915 to the almost unlimited supply of
Bitterns (which is a term applied to the residual mother liquor left in the salt
pans after the sodium chloride or common salt is formed from brine at the
bottom) at Kharaghoda, where the Pritchard Salt works of the Bombay Govern-
ment are situated, and where about 40 lacs of Bengal Maunds of what is
known as the Badagra cube-salt is annually produced departmentally.

8. Kharaghoda forms part of the Desert of Cutch being 60 miles away from
Ahmedabad and only 18 miles by rail from the imfortant junction station of
Viranigam, on the Bombay, Baroda and Central India Railway. The Gulf
of Cuteh about 60 miles further is supposed to be the source of all the brine
water at Kharaghoda with which the sandy soil is saturated and this brine
contains besides the sodium chloride a few other salts and is particularly rich
in Magnesium Chloride which is usually found in the ratio of 1 to 12, in the
Kharaghoda Agurs. In the ordinary working sesson from October to May,
Bitterns are let off twice. On a very rough estimate, this supply would run
to about 25,000 tons annually which could be easily turned into say 10 to
12,000 tons of Magnesium Chloride every year of the best guality, which is
enough to supply the whole of India 8 or 4 times over. This is, not taking
into account the adjoining salt works at Kuda—which are only 10 miles away
from Kharaghoda as the crow flies—belonging to the Dhrangadra State, where
also exceiient Magnesium Chlofde, is produced in sufficient quantity in full
competition with the Kharaghods product.
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India has thus vast untapped resources of this material and could very wail
afford to be thoroughly independent of foreign supplies and even to export any
amount under favourable conditions. Besides it can give rise to many a new
allied industry if proper support be given and means taken to protect it.

9. The Bombay Government first invited tenders in the year 1915 for the
right to remove the Bitterns from the Kharaghoda Salt Works, with the result
that one Mr. P. V. Mehd, M.A., B.Sc. (Assistant Professor of Chemistry at
St. Xavier's College in Bombay) succeeded in obtaining the Contract from the
Commissioner of Salt, Opium and Excise on Royalty payment of 8 annas per
ewt. This was only for a few months, when fresh tenders were again invited
for the year 1916, and each succeeding year thereafter, and a private Company
formed in the name of the Pioneer Magnesia Works of Ahmedabad, cousisting
of the Hon’ble Sardar Rustom Jehangir, Vakil (Mill Owner and Merchant ot
Ahmedabad) and Messrs. B. S. Lalkaka, B.A., and P. V. Mehd, M.A., B.Sc.,

New Agrooment, Substitut- was started to run the contract. The Royalpy pay-
ing Government participation  aDle was fixed at Re. 1-8 per cwt., that being the
in Company’s profit in place of highest rate offered to Government. This contract
fixed koyalty as htherto. was renewable from year to year and from the 2nd
year, the Cumpany established its Factory at Kharaghoda and has been
working there since, under the supervision of the Government Salt Depart-
ment, and in close collaboration with the Director ot Industries, Bombay,
through whom the present new agreement with the Secretary of State for
India has been negotiated. According to this Agreement, Government have
now become direct participators under certain conditions in she Company’s
nett profits in place of the hitherto fixed Royalty of Re. 1-8 a ewt., upon all
the removals from Kharaghoda.

10. The Company have at their works, a trained chemist and an Engineer,
besides other requisite staff they have also their offices at Ahmedabad and
Bombay, both principal centres of the Mill Industry. Besides their represen-
tative goes round every year for canvassing orders from the rest of India, and
to push the Company’s sales. They have also a small Laboratory for conduct-
ing experiments and their chemist was sent for further study and investigation
aud to carry on certain Research work under Drs. Sudborough and Watson at
the Indian Institute of Science at Bangalore.

11. The Pioneer Magnesia Works occupy an area of about 20,000 square
vards leased from the Kharaghoda Salt authorities, on which are placed their
Factories, Railway Siding, Office Bungalows, Work-men's chawls, and other
Store rooms, besides a separate shed for making drums for packing their
material. An up to date Motor Rail wagon with a 6-ton tank-attachment plies
in the Working Season for bringing the Bitterns from the Agurs to the Works
and large masonry reservoirs holding a thousand tons or more at a time made
of stone-paving throughout, are constructed for storing their raw material. A
good idea could be formed from the illustrations given in the small monograph
on the Kharaghoda Industry published by the Company of which some spare
copies are herein enclosed for the information of the members of the Tariff
Board.

12. They have also a good financial backing and always have a large supply
of several thousand drums ready to ineet any demand.

13. Their product has been analysed more than once, side by side with
various samples taken out of German drums, under the supervision of Pro-
fessor A. J. Turner, M.A., B.8c., F.1.C., Government Chemist attached to the
Industries’ Department, and is in no way inferior in strength or quality to the
best imported article. (Vide comparative analysis given—Schedule A.)

In 1920, small trial consignments were also sent to certain firms in England.
These were well recelved and showed every prospect of some firm offers being
made, as could be seen from telegrams and letters exchanged on the Company’s
file, and but for the difficulty of shipping and heavy freight charges prevailing
then, this might have resulted increasing a good export demand for the
Company’s goods.

Beginning o
the Ploneer
Magnesia
Works at
Kharaghoda.

Company's
Resources.

Magnesium

Chloride

(Comparative
lysis).

Exports.
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14. The Cpmpany hopes when times improve, to sagain bid for foreign
export.

15. Magnesium Chloride could also be used in tile-manufacture and for road
watering as also for making Magnesia Cements, but these uses require to be
considerably developed in India

18. The Bombay Municipality did make some experiments for using this as
a road-watering material of which the result 1s not fully known, and a certain
tile Factory in Madras have also bought some wagons from the Company for
their use. There has also heen some demand though very little from Rice
Mills for use as a grinding agent.

17. Epsom Salt and Glauber Salts could be produced from the Kharaghoda
Bitterns, but on account of the very small proportion of these salts in the
original mothor Liquor and owing to the use of sulphuric acid and other more
elaborate process, the cost becomes prohibitive and 1t cannot pay as a com-
mercial proposition aguinst like products manufactured in Bombay and else-
where.

There is a shght trace of Bromine also in the Kharaghoda Bitterns and 1n
1918 Government on the advice of thewr techmeal expert made the Company put
up a special cxperument plant for the purpose of recovermg the Bromine and
manufacturing the Mugnesium Chloride m s special way. The idea wus
dropped however, because Bromme which was considered a valuable adjunct
for explosives in war time, wus no longer needed so acutely after hostilities had
ceased, and further the Company's own process of manufucture was acknow-
ledged to be far more effective and economical m the end than the one which
the Compuny were forced to experiment with at a cost of several thousand
rupees which resulted 1 dead loss to them when the plant was subsequently
scrapped.

This may, however, serve to show that in times of difficulty or when neees-
ity arises in the event of a national emergency the Company's works may
prove of invaluable awl and not be altogether devoid of interest from the
Government point of view.

18. The Pioneer Magnesin Works situated on the outskirts of the big salt
works of Government at Kharaghoda have a particular facility for refning and
turning out a ‘more purified quality of sodium chloride from the ordinary
Badagra Cube salt which is so much mixed with dirt and other impurities,
They have therefore established a small plant for making Refined salt (also
Table salt) which comes up in all respects to the imported Liverpool salt and
could essily compete with the best (heshire or Cerebos Salt if so desired. On
the recommendation of the Dircetor of Industries, numerous Military Dairies
all over India have actually used the Company’s product in place of the English
Butter salt which they were importing.

19. It may be interesting to note here that Caleutta alone imports annually
something like 4 to 5§ lac tons, i.c., about a crore of Bengal meunds of this
refined salt in bulk from such places like Iaverpool, Hamburg, Barcelona,
Aden, and so forth, agamst which the Indian refined salt has to compete also.
Of all places Bengal alone 15 used to this foreign salt 1o any large extent, and
although the Company has been making serious efforts to popularise its use in
places close by like Ahmedabad and Bombay, hitherto there has not been much
encouragement nor demand in bulk excopt for the Cateutte market.

920. The sea freight on foreign salt from thousands of miles away, works
out roughly at only 4 annas a maund (i.c., less than Rs. 7 or Rs. 8 a ton)
whereas from Kharaghoda to Calcutta even at concession rates. the Company
Bas to bear as much as Rs. 1-12 a maund or nearly Rs. 45 to Rs. 50 a ton, other
wwnditions being equal. Unless therefore things are radically changed, it is
hopeless or impossible for the Indian Industry to stand on its own legs or to
vompete against the foreign rivalry. The same excise duty of Rs. 2.8 a
wmaund prevails equally for both the indigenous as well as the imported salt.
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21. This subject also requires careful and sympathetic consideration and
rovided suitable protection could be had, there is immense possibility for the
ocal Industry to flourish, and take its proper place side by side with the
similar imported product and in the case of this Compsny this would also
materially tend to lower their cost of the Magnesium Chloride production, in-
asmuch as the same staff could supervise and attend to both the plants
running side by side.

Comparative statcment of Magnesium Chlorvide imported into Bombay and the
quantity produced at Khoraghoda and sold by the Pioneer Magnesia Works,

FOREIGN TMPORTS. {
KHARAGHODA FIGURES.

(From official figures published 1n the Bombay Gazette
Trade Returns )
Average Production.
1mport o
price per ' :
Years ending Tons Value. cwt. exclu- ﬁf‘l(": f“ll?“
318t March. (about). sive ot Calendar year b““t. ';" el
, Duty and January to | Tons. about. lonx
other December,
charges.
I T | |
! Re. Rs. A P, ' | R,
1914-15 | 2,705 | 8,00.570 5 8 9| 1014 Not sta rted
1915-16 . . 3,563 9,33,075 1315 0| 1416 . ’ Dit to.
|
1916-17 . ., 1,087 | 281,855 | 13 3 0 1016 . mm; 838 | 1,45,873
' i
1917-18 . L 1,185 | 2,90,055 12 5 0 1017 | 1,145 | 1,181 | 2,090,742
1918-10 . . ' Not avjailable. 1918, . 1,&4;! 1,020 | 4,27,816
1919-20 . . 848 | 227,397] 13 6 6| 1010 . .| 18220 1,648 | 401,206
' |
1920-21~ . . 2,929 8,39,210 14 4 0| 1920 . . 1,477 1,178 2,556,826
1921-22 . . 2,330 | 4,49,680 010 01921 . . B3ll 1,000 [ 203,255
|
1922-23 . - 2,716 | 2,93,604 5 6 6| 1922 . i 1,353i 735 | 1,08,807
| .
TOTAL o ! 17,343 | 36,15,836
1923-24. 1023,
April 8a8 55,345 3 U 6| January 3 i
to S ONJd ) 198 20,205
May 623 37,787 3 0 0] Junc . .J !
June } 635 35,407 212 6
TOTAL | 2,116 | 1,26,489 TOTAL . 0,450 8,792 | 17,67,810

te]g.n —The following roints have a particular bearing on t! e |resent question ard muat be carefully
noted.

922, To the Kharaghoda figures must be added the rival figures of Pro-
duction and Sale from the adjoining Salt works of Kuda in the Dhrangadhra
territory. These are not exact but may be roughly put down at nothing
less than about 500 tons per annum. These are likely to be exceeded consi-
derably in future, because from next year the State has been granted
permission and has made arrangements to manufacture several lakh maunds
of Sodium Chloride in their own agurs in place of only 30,000 maunds to
which they were restritted according to subsisting Treaty Rights with tha
Government of India.

923. It may further be noted that according to authentic official records
quoted above, the proportion of Imperts is almost 95 per ceny Serman
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and 5 per cent. only from the rest of the World including Great Britain,
as will be seen from the following detailed summary showing the quantities
arrived in Bombay Port alone from various sources during the past 13
years from January 1922 up to June 1923.

' Import
‘ ‘i'a}llue
without
\ Average approximate price
3ouroes of Import from (a'll‘)(c’)?xqt) Cwts, | D(J&s;ot‘n:d per cw"zt. w%)hout dutypsnd
‘ other charges.
i other
rundry
charges.
|
‘ Rs. A. P
This is more or less the same i {
origin, i.e., Germany— ’ ' i
United Kingdom. . 113 2,263 28,417 12 9 0  For period from:
. 1st  January
Germany . . . . 2,717 54,350 2,87.002 6 4 9 | todlst Decem-
ber 1922,
Netherlands . . . 4 1,402 9354 | 6 4 3 |
|
Belgium . . . . 34 ! 678 3,605 5 7 8 |
TOTAL . 2,038 | 58,783 3,209,368 5 9 6
United Kingdom . . . 83 | 1,662 13,107 8 0 0 For period from
! 1st  January
Germany . . . 2,606 | 53,016 1,66,265 3 1 3 to 30th June
1023.
Other countries . . 15 ! 298 902 3 0 0
TAvAL . 2,704 55,876 1,80,304 3 3 6

24. The disparity in ruling prices of stuff imported from United Kingdom
as compared with Germany is very glaring and surprising, and shows that
whereas Germany could send out at Rs. 5-4 in 1922 and at Rs. 3 1n 1923
per cwt. Great Britain is nearly 24 times dearer and cannot export at
envthing less than Rs. 8 in 1922 and Rs. 12-9 per cwt. in 1923.

Also Germany has a virtual monopoly of the Imports and has sent out
2,717 tons out of 2,938 tons in 1922, i.e., 924 per cent. of the trade and
2.696 tons out of 2,794 tons in 6 months alone of 1923 or 96 per cent. of
the total imports.

25. That the present competition is sufficiently killing and ruinous to
the local Indian industry may be judged from the separately given figures
of actual costs of production incurred by the Pioneer Magnesia Works at
Kharaghoda for the past 7 years of their existence. (Vide Schedule B.)
This would show that whereas the Kharaghoda costs have remained more
or less constant and could not possibly be reduced to any appreciable extent
unless and until the other important necessary expenses like packing material
or Railway freights and handling charges, Royalty, etc., radically changed,
the German prices have been constantly going down and down with their
tumbling exchange and even now it cannot be said that the bottom is
touched.

26. Whereas the imported stuff sells on c.i.f. terms or in some cases at
godown rates in Bombay, the Pioneer Magnesia Works deliver it free at
Mills and accept Mill weights as against invoice weights in the other case.
That means a material addition to the Company’s costs. Besides the
Company’s packing is in sound galvanised drums, Which means more money
to them though the drum when empty is not without value to the pur.
chaser. The prejudice, however, in favour of Germany is so strong thas
even though their packing is so inferior and it is a common experience to
see drums half full if not totally empty sometimes, the first low cost is
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everything and is enough temptation to the purchaser to prefer it to the
Jocal article however good.

27. This is the state of Competition when the Germans themselves are
not yet established here or have come to trade in India after the War.
But it is difficult to imagine what further cut-throat competition there may
be in store for the Industry after they have once again established a firm
footing as before in this country.

28. The German stuff moreover has an important advantage over the
local industry in this way, that owing to Bombay being the first port of
entry and the sea freights being necessarily lower than the Railway charges
‘however cheap, they can afford to under-sell the indigenous product to some
extent, whereas the Company could have mno control over the Railway
freights from Kharaghoda to Bombay and have to bear other heavy inci-
‘dental and double handling charges.

It is small wonder, therefore, that in spite of the Company offering
their goods at much helow their intrinsic costs. not a single drum could be
sold in Bombay for the past one year almost in face of the German distress
goods knocking about and put on the market by nervous dealers. The
Company's Factory is therefore per force shut down since last year, and
though the expenses have been cut down to a minimum, certain unavoidable
charges go on accumulating and onlv add to their burden of carrying over
large stocks from which to make sales whenever a demand is visible. The
present low prices of between Re. i and Rs. 2 per cwt. prevailing in
Bombay are not enough to cover even the Ralway freight and handling
charges incurred by the Pioneer Magnesia Works on their Kharaghoda
stuff, and so far as could be judged from the past nmine months’ working the
Company is not even covering the expenses and stands to lose a substantial
;portion of its capital hefore the year 1s out.

Arquments in farowr of Protection.

29. 1. Naturnl adrvantages.

(a) There is an abundance of raw material at Kharaghoda which annually
goes to waste in such large quantities, This is exclusive of the immense
rich supplies lying dormant at the adjoining Salt Works of Dhrangadhra
and other untapped resources all over Kathiawar and in other parts of
India. The following calculation roughly shows the estimated wield of
Magnesitum Chloride from Bitterns from the Pritchard Salt Works of
Government at Kharaghoda alone:—

Tons
Pans. Long Broad High _ Lac Bengal Mds. of Salt - sa _1.&),(&(_)
800 250" * 1000 X 10' T 35t040 annually Y19

_ Tons Crops _ Tons of Bitterns
~ 12,000 of Bitterns 2 24,000

This means at leasi about 10 to 12.000 tons of best Magnesium Chloride
or three times the total requirements of India year after year.

Dhrangadhra if fully worked could yield much the same quantity, so
there is absolutely no lack of raw material so far as the industry is concerned.

30. (b) So long as salt remains an integral part of vital hnman consump-
tion and the Kharaghoda Agurs are not finally dismantled or ahandoned,
Magnesium Chloride will ever count as an important subsidiary bye-product
and will continue to play its part provided,.of course. the Mills do not also
cease using it as a sizing ingredient as at present. Of this there is no
immediate danger.

81. (¢c) Transport.—The Kharaghoda agurs are served with a net work
of about 40 miles of Railwav line throughout the Salt works, which no doubt
‘helps the Company materially in bringing their raw Bitterns i. the Factory,
as promptly and economically as mossible.
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Further owing to the importance of the salt industry itselt there is
iny amount of Railway facility for transporting the manufactured product
direct - from the Cocmpany’s Railway siding to any part of India with the
minimum of delay.

32. (d) Labour.—This is also cheap and plentiful at Kharaghoda and of
a sort peculiarly adapted to this class of handling and work, tor which the
ordinary labourer would not do so easily. Magnesium Chloride being of a
corrosive nature and the conditions of work at Kharaghoda rather peculiar
and of a somewhat strenuous nature, an ordinary workman would soon
run away and not be able to withstand the extremes of heat and cold -and
the blinding summer sandstorms. The ‘‘ Agaria '’—as the Agur labourer
is called—who 1s bred and born in these parts is well adapted for this class
of work and does it very efficiently.

33. (¢) Company's rcsources.—The Company has the good fortune of
possessing a wealthy Mill-owner and financier m Sardar Rustom J., Vakil
of Ahmedabad, so there 1s no dearth of capital to meet any future develop-
ments as may be deemed necessary or expedient.

They have a well established office 1n Bombay working in conjunction
with an influential Firm of good standing and reputation (Messrs. H. M.
Mehta & Co. of 123, Esplanade Road, Fort, Bombay) with another Head office
at Ahmedabad to look after the sales; besides they have a well trained
chemist and an Engineer at the Works, and the Company’s representative
also visits different Mills all over India to canvas sales.

34. (f) The Company's product is well known and used hy almost every
Mill i India  The packing 1s 1 sound galvamised drums. Their quahity
also 1s quite up to the mark and the analysis compares very favourably
with the best mmported article, and given suitable conditions 1t 1s possible
to build up a successful export trade with Great Britain and other foreign
countries to the lasting advantage of this country. The Company were
also awarded a Diploma of mert at the Madras Industrial Exhibition ot
1918.

35. (y) The general cost of production is fairly low and but for this
unhealthy and artificial competition which enables Germanv to dump her
goods 1nto India at ridiculously cheap rates, there 1s every chance for the
indigenous product to grow and to stand on 1ts own legs, so as to meet
any world competition.

Protection, however, is absolutely necessary under present ahnormal
conditions, notably on account of the fabulous depreciation and collapse of
the Mark in Germany which to a certain extent acts like a bounty n
favour of the exporting country, and 1s the means of overflooding of cheap
goods, in allied countries, causing so much unemployment in Great Britamn
and elsewhere.

36. Even in pre-war times German Magnesium Chloride used to be
fanded in Bombay at about Rs. 3-8 per cwt. f.o.r. Bombay, whereas just
now the pnrices rule between Re. 1 and Rs. 2 per cwt. owing to a variety of
causes, viz.:—

Firstly.—The Germans have long since ceased quoting in Marks. All
their transactions are now conducted in foreign currency and with every
appreciable fall in the value of the Mark there has heen a material reduction
in sterling quotations as judged from: the tabular statements already given.
jiven the latest quotations are in the vicinity of £1-10 to £2 per ton which
would mean roughlv less than Rs. 2 per ewt. f.o.r. Bombay including the
15 per cent. duty and all other incidental charges.

This is possibly due to the fact that Germany having established gold
credits in foreign countries, is in a position to sell so cheap despite the
fact that the cost of production in her own country has materially risen,
instead of being lowered.
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37. Secondly.—Germany being a debtor country is naturally anxious to
turn all her merchantable ware, into ready foreign money regurdless ot real
value, and this added to special export facilities granted in her own
country, possibly enables her to throw it away so cheap, which others
cannot afford to do.

38. Thirdly.—All export trade is run by big groups or syndicates who
dabble in marks and arrange credits in a way which materially cheapens
their cost of purchase.

39. Fourthly.—Magnesium Chloride is a waste product of very little
value in Germany itself and since 1t requires to be removed from there at
any cost, after recovery ot other very valuable salts or minerals, they could
aftord to pack 1t off to foreigners, irrespective of price.

40. Iiftily—Magnesium Chloride ased to be brought as bottom cargo
before the war and even now there are extremely low freizht rates for
this class of goods wlich are brought down from Germany in their own
steamers.

41, Srrihly.—Germany 15 out to capture her lost trade and to re-estab-
lish herself 1 foreign lands. She can theretore aftord to ofter this bait of
cheap prices to kill the infant indigenous industries 1n other countries
which when once done, would no doubt enable her to demand her own terms
and sell at any fancy prices afterwards.

42. Seventhly.—During the last 2 years many an Indian Merchant who
had never dreamt of handhng or even seen this article, was tempted by
low offers to put large indent orders so much so that where ten tons would
suffice, 100 tons were ordered, and the market was overstooked. Owing to
the corrosive nature, bad packing, long distances and tsanshipments at
various places, German drums have been found to be leaked out from top
to bottoni with the result that the merchant here is badly hit and s
very anxious to part with his goods at any price lest he might not realise
even that much by waiting longer. Moreover, it requires big godewn
spuce, which means further expense There are, theretore, anxious sellers
i Bombay at the moment at even Re. 1-8 a cwt. or lower for any lot
purchases, This argument 1s only used to show the unfortunate position
into which the Indian industry has been reduced through lack of protection.

43. Eighthly.—There have been prolonged Mill stiikes at Ahmedabad.
Berides in consequence of dull trade generally, leading to curtailed nnll
production, the demand tor Magnesinm  Chloride has also considerably
fallen, which acts like a load, on thie imdustry. Meantime tresh shipments
continue to arrive against pending contracts, thus making 1t more and
more difficult for the nascent udustry to hold up against fast accumulating
stocks. They are per force obhged, therefore, to shut down the Factory
1 view of such adverse factors, ai Leavy loss. Protection 15 not wanted
permanently but, as a temporary measure only, so long as this abhnormal
state of things lasts. As it 1s, 1t is even too late and should have heen
thought ot 2 years ago. For the mischief is done and 1t will take a
considerable time to get thimgs moving agamm in face of the immense
quantitier that are already imported and lyving unconsumed in the country.
If any relief is to be granted. urgent steps are most necessary and advisable,

44. Ninthly.—Apart from any indirect” advantages like those of Govern-
ment Royalty, distribution of wages and payvment of Railway charges,
income-tax, etc., as could be gleaned from the following tahle, which are
lost to the country, Government have hv their new agreement a direct
interest in the continuance and well-being of this industry owing to
participation in half the Company's profits vear after year. Some consi-
deration is, therefore, due to the Company as this factor cannot altogether
be ignored or lost sight of.
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‘Table of Royalty—Labour charges and Railway freight—Payments annually
made by the Company.

Wages and :
Years. Gvernment cﬁ?;;& Bailwey | Toman
Rs. Re. Rs. Rs.
(about)
1916 . . . . 31,847 30,000 10,690 72,637
1917 . . . . 38,096 20,000 10,025 68,121
1918 . . . . 55,741 48,000 13,591 1,17,332
1919 . . . . 47,296 45,000 10,721 1,03,017
1920 . . . 33,5667 30,000 i 7,589 71,146
1921 . . . . 38,772 26,000 | 12,500 72,272
1922 . . . © 14,874 24,000 “I 5,118 43,992
Torar . . 2,55,182 2,23,000 | 70,234 | 548,417 plus
| J 68,429

for income-tax paid during the above period which would mean a potential
gain to the country at the rate of ahout Rs. 90,000 per annum.

45, Tenthly.—Judging from the Company’s production during the past
seven vears of nearly 9,600 tons, there has been an average annual output
of 1,300 to 1,400 tons which is derived only from 4 months’ working on
their present resources. This means that for eight months of the year the
Factory hes idle and 1s not working. Provided there 1s enough demand,
even on their present plant—which could be considerably increased at very
little cost—the Pioneer Magnesia Works can turn out at Kharaghoda st
least 4,000 tons of Magnesium Chloride per annum, which is equal to the
whole of the demand from Indian Mills and this would necessarily lower
their cost of production, and add proportionately to the distribution nnder
all the three heads as shown above, which otherwise would be a total
economic loss to India if this promising nascent industry were to be extinct,
and hounded out by such ruthless German tactics.

46. Eleventhly.—To the argument that protection may tend to make the
price unnecessarily dear to the consumer, the following answer could be
given,

Conditions, of course, vary with each individual Mill and hence it is
difficult to give exact calculations. However, the following will give a good
idea.

On the basis of 20s. to 24s. warp x 30s. to 36s. weft of yarn used in
a Mill and taking an average of even 100 per cent. size per Ib. of yarn
(which is altogether a very high percentage to take for all India) it appears
that less than half a 1b. of size is used on every lb. of cloth woven. The
average approximate cost per lb. of size mixing in a Mill at the present
day would roughly amount to 2} annas of which the proportion of
Magnesium Chloride is only about 1/24th of 30 pies=1 to 1% pies per Ib. of

size used.
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In other words, the total cost of Magnesium Chloride per lb. of cloth
woven cannot be more than half a pie at the very highest computation
which is altogether negligible and the Mill Owners’ argument of increase
in costs, would fall to the ground in view of the other important negative
9dv1an(;gges accruing to the country by the continuance of the Industry
in India.

National de/ence.

Twelvthly.—Though not directly contributing to national defence, this
Industry may in times of emergency be easily adapted for collection and
recovery of bromine and such like substances which are highly valued for
explosives and the Factory could also be made a nucleus of any new or
cognate industries which it may be possible to run to advantage or made
to serve for demonstration purposes at Kharaghoda.

47. Tharteenthly.—The best way of protecting the Industry would be by
means of an anti-dumping duty on the Foreign Magnesium Chloride arriving
at port, so as to make it impossible for it to undersell the local product at
anything below the actual cost of production as shewn above. For this
we have a good precedent in Australia where anti-dumping legislation
actually is in force now and a Tariff Board is working to protect the local
industries against ruthless foreign competition, as is now contemplated in
India.

To decide what amount of actual Duty should be effective against the
foreign article, it will be necessary to consider the local minimum costs and
the average approximate import value during the past, and supposing the
Company’s lowest cost of production comes to about Rs. 3-2 per cwt. f.o.r.
Kharaghoda {without Royalty) plus handling and railway freight and godown
charges 1n Bombay amounting to Re. 1-8 extra it will mean Rs. 4-10 the
least Bombay. To this must be added a reasonable margin of profit for
the Company of say 124 per cent. which would bring the minimum sale
price to about Rs. 5-4 per cwt. in Bombay, and to bridge this gulf a duty
of about 200 per cent. or a little more or less may even be necessary so
long as German import prices remain at this present low level as judged
from the Customs returns above quoted.

48. Fourteenthly.—Protection is not sought for the Pioneer Magnesia
Works alone but in favour of the Magnesium Chloride industry in India as a
whole, and there bheing other rich fields of supply also, there is no fear of
creating a monopoly for any particular Company. Rather it is bound to
benefit the whole country and do immense good in the end both to the
producer as well as the consumer.
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Statement of actual working costs of Magnesium Chloride per cwt. f.o.r.
Kharaghoda based on annual production, at the Factory from 1916 to 1922,
as seen from the Pioneer Magnesia Works’ Books of Account. These are-
exclusive of Railway freights, handling charges, selling commissions, depre-
ciation and income-tax payments which would all have to be counted
extra.

Total Average cost of
| annual production
working without other
Years. Sales. Ptr oduc- costs as charges shown
1008, above f. o. 1. above per
Khara- cwt, f. o. 1.
ghoda. Kharaghoda.
. ! i S
cwts. | cwts. | Rs. Rs. a. P,
| .
1916 . . . . 16,762 | 19,327 71,329 311 0
1917 . . . . 23,610 22,896 1,00,796 4 6 6
18 . ... 38,403 36,903 2,10,633 511 3
1919 . . . . 32,950 36,434 1,67,463 4 9 6
|
1920 . . . . 23,468 | 29,642 1,17,201 4 0 0
1921 . . . . 21,979 17,034 1,23,890 7 4 3
1922 . . . . 14,698 27,059 80,942 300
ToraL . 171,870 ! 189,195 8,72,254 4 9 9
[ ]

N.B.—(1) The reason why the expense in 1921 is so high is because in
that year the production was exceptionally low.
Rs. a. P.
(2) The average cost per cwt. of Rs. 4-9-9 f.o.r.
Kharaghoda as shown above can be
roughly explained as under Factory

and fuel cost (about) 1 20
Government Royalty . 180
Drums and packing . . .. 120
Interest, establishment and all other

sundry charges excepting those
mentioned on top . . . . 013 9

4 9 9percwt.

(8) Up to the year 1921 Royalty remained fixed at Re. 1-8 a cwt.
irrespective. of whether the price realised was higher or
lower.

It will be noticed that the Royalty to Government has
up to now worked out on an average to nearly 3rd of the-
cost of production, which is rather prohibitive.
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Enclosure 4.
No. 88-5.

From—H. T. Sorrey, Esq., M.A., I.C.S., Deputy Commissioner of
Salt and Excise, Northern Division, Ahmedabad,

To—The General Manager, Pieneer Magnesia Works, Ahmedabad.

18th September 1923.

I am glad to receive the draft copy of the case prepared by you for
submission before the Tariff Board. 1 perused the case with interest and
certainly consider it worth putting before the Tariff Board for considera-
tion,

I am submitting the papers to the Commissioner for consideration re-
marking that the industry in question deserves some protection against
foreign competition.

Enclosure 5.
Copy of Draft Agreement regarding Magnesium Chloride at Kharaghoda.

THIS INDENTURE made the day of One thousand
nine hundred and between the Secretary of State for India in
‘Council (hereinafter referred to as ‘‘ the Secretary of State’” which ex-
pression shall include his successors in office and assigns unless such inter-
pretation shall be excluded by or repugnant to the context) of the one part
and Sardar Khan Bahadur Rustom Jehangir, Vakil, on behalf and in the
name of the firm carrying on business as the Pioneer Magnesia Works,
consisting of the following partners namely, Sardar Khan Bahadur Rustom
Jehangir, Vakil, Behramji Sorabji Lalkaka, and Parjanyarai Vaikunthrsi
Mehd, all of Ahmedabad (hereinafter referred to as ‘‘ the said firm ’’ which
expression shall include any future partner or partners of the said firm
and the survivors or survivor of them their heirs executors administrators
and assigns unless such interpretation shall be excluded by or be repugnant
to the context) of the other part.

2. WITNESSETH that in consideration of the royalties covenants and
conditions hereinafter reserved and contained and on the part of the said
firm to be respectively paid performed and observed the Secretary of State
doth hereby permit the said firm through themselves or their agents or
servants.

FULL SOLE AND EXCLUSIVE LICENSE AND AUTHORITY TO
UTILIZE for the term of 30 years commencing from the day of

19 all bitterns remaining, after the extraction of salt from
the brine, in the salt pans at the Pritchard Salt Works situated at Khara-
ghoda in the Taluka of the Ahmedabad district for the purpose
of manufacturing Magnesium Chloride and Magnesium Sulphate from the
said bitterns:

TOGETHER WITH FULL LIBERTY AND LICENSE to have access
to the said salt works for the purpose of removing such bitterns.

3. AND the said firm hereby agrees as follows:—

(@) “‘ The said Royalty will be payable after allowing to the Firm as
its own exclusive property ten per cent. of the actual total
expenditure incurred without counting the interest or the
income-tax charges for the period. After deducting this item
from the total gross profits of the year, the surplus, if any,
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shall be divided into two equal parts and given to the Govern-
ment as Royalty and to the Firm as their own respective
shares;

(b) to keep accounts, in such form as may he prescribed by the Secre-
tary of State, of the quantity of Magnesium Chloride and
Magnesium Sulphate so manufactured and exported and to
allow inspection of the said account at all reasonable times by
such officer as the Secretary of State may authorise in this
behalf ;

(¢) to obtain the previous approval of the Secretary of State to all
proposed expenditure on buildings, plant, machinery, bunga-
lows, quarters and works 1o he erected or constructed in con-
nection with the said manufacture;

(d) to utilise daily not less than four hundred and eighty gallons of
bitterns for the purpose of the said manutacture;

(¢) to supply the Secretary of State during the said term of thirty
vears, on payment of a reasonahle price to be determined from
time to tume by agreement between the parties, with such
quantities of the mother liquor and of the said hquor at any
subsequent stage in the process of manufacture as he muy
require;

(f) not to dismantle or remove any huilding, plant, machinery, bun-
galow, quarter, work or material necessary for the purpose of
or mcidental to the said manufacture, save as provided in this
agreement.

4. AND the Secretary of State hereby agrees to permit the said firm:

(a) to manufacture trom the said bhitterns. subject to terms and
conditions to be agreed on by the parties, bronune, bromide or
other bye-products. unless the said manufacture of bye-product
he at any time undertuken bv a Government department,

(b) to use, subject to the control of the Salt Department, such
roads, ways and railway sidings on the said Pritchard Salt
Works as may be necessary for the purpose of the said manu-
facture and for the removal of bitterns and manufactured
products.

5. AND the Secretary of State shall lease to the said firm land which
in the opinion of the Secretary of State is reasonably required for the
purposcs of the said manufacture and shall, subject to the provisions of
clause 3 (¢) ot this agrecment, permnt the said firm to erect on the said
land, plant, machiery, buildings, hungalows, quarters and other works
necessary for the purpose of or incidental to the said manufagture: such
leases and permission shall he subject to such restrictions or conditions
relating to the use of land, mcluding the payment of any rates or taxes,
as may be applicable under any enactment or rule for the time being in
force to the land in the vicinity of the said salt works.

6. The Secretary of State shall, on giving six months’ prior notice in
writing of such his intention, to he delivered at or sent by registered post
to the office of the said firm at Kharaghoda, have the right at any time
to cancel this indenture and to take over the husiness of the said firm under
the terms of this indenture and to enter upon and take possession of all
land in possession of the said firm for the purposes of the said business
and to take possession of all bhuldings, plant, machinery, works and

material thereon:

AND the said firm shall surrender to the Secretary of S?ate all their
right, title and interest in such land, buildings, plant, m_achmery, ‘punga-
lows, quarters, works and materials and shall quietly give possession of

the same:
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AND the Secretary of State shall in such event reimburse to the said
firm the market value, to be determined by agreement between the parties
hereto, at the date of the resumption of the right title and interest of the
said firm in all such buildings, plant, machinery, works, bungalows and
quarters of which the expenditure has been approved under clause 3 (¢) of
this agreement and in the land of which possession has been taken under
the terms of this condition, and in the materals:

PROVIDED that no compensation shall be payable in the event of such
entry and taking possession for buildings, plant, machinery and works of
which the expenditure has not been approved under the provisions of
clause 3 (¢) of this agreement or for land leased to the said firm by Govern-
ment or on which the said firm has a right ot entry by permission of
Government, or for hitterns removed from the salt works.

PROVIDED FURTHER that in the event of disagreement hetween the
parties hereto as to the said market value, the said value shall be deter-
mined by an equal number of arbitrators appointed by the parties hereto:

PROVIDED FURTHER that during the first ten years of the terms
hereby granted the Secretary of State shall not have the right, save on
the ground of gross negligence, grave mismanagement and incapacity on
the part of the said firm. to take over the said business as aforesaid except
for the purpose of carrying on the said business under the direction, control
and management of a department ot Government.

7. AND THE SAID FIRM shall be at liberty to terminate this agree-
ment at any time before the expiry of the said term of thirty years by
giving three months prior notice in writing to the Secretary of State such
notice to be dehivered at, or sent by registered post to the office of the
Collector of Ahmedabad. In the event of the agreement being so terminated
the Secretary of State, on giving notice to the said firm, before the expiry
of the aforesaid period of 3 months, in the manner provided in clause 6
of this agreement, shall he at liberty to take over the business of the said
firm in the manner and on the conditions apecified in clause 6 of this
agreement :

PROVIDED that if the Secretary of State shall not exercise his option
to take over the husiness, tne said firm shall not be entitled to any com-
pensation but shall be at liberty to dismantle and remove, after the expiry
of the notice period and within six months from the date of such termina-
tion of the agreement, all buildings, plant, machinery, bungalows, quarters
and works erccted or constructed by them in connection with the said
manufacture.

8. AND it is heseby further agreed that in case the said firm shall not
fulfil or perform all and every of the conditions set forth in this indenture
or shall commit a breach of any of them, it shall be lJawful for the Secretary
of State, after giving six months’ previous notice in writing to the said
firm in the manner provided in clause 6 of this agreement to cancel this
agreement free of all claims Sny persons whatsoever :

AND in such event the etary of State shall be at liberty, on giving
notice in writing in the manner provided in clause 6 of this agreement of
such his intention before the expiry of the aforesaid period of six months,
to take over the husiness of the said firm in the manner and on the condi-
tions specified in clause 6 of this agreement :

PROVIDED THAT TF THE Secretary of State shall not exercise his
option to take over the business of the said firm, the said firm shall be at
liberty to dismantle and remove any buildings, plant, machinery, bungalows,
quarters or works erected or constructed by them in connection with the
said manufacture, after the expiry of the aforesaid period of six months
and within six months from the date of cancellation of this agreement but
shall not be entitled to any compensation for such cancellation.
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IN WITNESS WHEREOF
Secretary to Government, hath by order of the Honourable the Governor
of Bombay in Council set his hand and the seal ot his office for and on
behalf of the Secretary of State for India in Council and the said firm
hath hereunto set their hands the day and year first above written.

Secretary to Government, for and on behalf of the
Secretary of State for India in Council in the
presence of

Signed and sealed by Esq
} Seal

1.
2.

Signed by Sardar Xhan Bahadur Rustom
Jehangir, Vakil, Behramji Sorabp Lalkaka and
2arjanyarai Baikunthrai Mehd in the presence of

1.
2.

Enclosure 6.

Magnesium Chloride Manufacture and the Pioneer
Magnesia Works by B. S. LALKAKA, B.A,,
General Manager and Partner of the
Pioneer Magnesia Works.

Bitterns.

‘¢ Bitterns >’ is a term applied to the residual mother liquor left in the
salt pans after sodium chloride (common salt) is formed 1t is, therefore, a
by-product in salt manufacture, being usually found in the ratio of 1 to 12
at Kharaghoda where the manufacture of salt on a large scale is carried on
under the control of the Government of Bombay. The mode of manufacture
here differs considerably from the method in vogue at other places in the
Presidency, where ordinary sea water is used. At Kharaghoda the brine is
drawn from wells. Kharaghoda forms part of the Runn of Cutch, and is
eighteen miles distant from the important jgnction station of Viramgam,
with which it is connected by a broad ga‘-‘branch line of the Bombay,
Baroda and Central India Railway.

The Pritchard Salt Works, as they are known, were first opened about
35 years ago and now produce annually on an average about 40 lakhs of
Bengal maunds of what is called ‘‘ Badagra »’ salt. The whole of the sur-
rounding area is now a sandy desert, probably submerged in bygone ages.

Salt manufacture begins soon after the rains are over, when the brine
with which the sandy soil is saturated is raised and filled into salt pans
to a depth of nine inches to a foot and allowed to evaporate for a period of
from six to eight weeks. Thin incrustations of salt are formed at the bottom
and the floating bitterns, or mother liquor, is then drained off and conducted
into separate channels known as ‘‘ farans.” Fresh brine is then super-added
by slow degrees until actual salt cubes are formed which are ready for
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extraction and storage by April. The salt works, which are divided into a
number of ‘ sidings,”” are served by a net-work of railway lines and are a
regular hive of industry giving employment to several thousand labourers
.during the summer months. Seven engines, each drawing a load of 40 to
50 wagons laden with salt, ply from sunrise to sunset removing the salt from
iihe pans to closed and open Government stores near the railway station where
it is stocked. The rainfall, though averaging only about 20 inches annually,
is sufficient to flood the low-lying agars, or pans, in thc monsoon. During
the summer months the sun is very strong and dust storms are frequent, but
the cold weather is healthy and bracing.

The bitterns, which are drawn off to the extent of several thousand tons
annually during the season of salt manufacture, are exceedingly rich in
magnesia salts. They are now used for the manufacture of magnesium
chloride, the main use of which is as a sizing agent required by textile mills
.all the world over.

Composition of bitterns.

The bitterns left in the pans after the manufacture of common salt from
sea water contain magnesia and other salts, but the following analyses show
the greater concentration of both common salt and magnesium chloride in the
brines of the Runn of Cutch. It should be mentioned that the brines vary
.considerably in composition, even in adjacent wells, and that the figures in
the following table are the averages for five samples analysed at the Govern-
ment Laboratory, London, on behalf of the Director of Industries, Bombay.
The figures for sea water are based on the well known analyses of Dittmar.

Kharaghoda Sea

brines. water.

Per cent. Per cent.
Sodium chloride (Na Cl) . . . . . . 14°67 272
Magnesium chloride (Mg Cly) . . . . . 463 T 033
Magnesium sulphate (Mg SO4) . . . . . 048 0-22
Calcium Sulphate (Ca SOq) . . . . . 044 013
Potassium chlorile (K Cl.) . . . . . 041 007
Calcium carbonate (Ca COj) . . . . . 001 001
Magnesium bromide (Mg Brg) . . . . . 0°07 0-01

Bitterns contain all the salts enumerated above except the calcium sul-
phate, but no efforts are usually made to utilize them. At the end of each
season they are washed away by the rain.

Magnesium chloride, magnesium sulphate (epsom salts), potassium chloride
and bromine are all substances of commercial importance, and the quantity
which is annually wasted in India has been estimated by Watson and
Mackenzie Wallis to be as follows : —

Amount of salts wasted annually in Indian bitterns.

Tons.
Magnesium chloride (MgCl,6H,0) . . . . 193,000
Magnesium sulphate or epsom salts (MgSO 7H 0) . 127,000
Potassium chloride (KCl.) . . . . . 20,000

Bromine (Br.) . . . . . . . 1,200
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Magnesium chloride.

Before the war magnesium chloride was practically a German monopoly,
and Indian supplies were almost wholly imported from Germany at the very
low price of Rs. 3 to 4 per cwt. At Stassfurt in Germany there arc large
deposits of the mineral known as carnallite, which is a double chloride of
potassium and magnesium with traces of bromides and iodides. Magnesium
chloride forms the greater portion of this carnallite and has to be eliminated
before recovery of potassium bromides and iodides, so that it could be
exported as a hy-product at little cost, while it was generally shipped as
bottom cargo at low freight rates.

Magnesium chloride is one of the five most important ingredients used in
size mixing. All grey yarn before passing to the loom-shed requires to be
sized to an extent varying with the nature of the cloth to he woven and the
prevailing climatic conditions, hut in order to keep the thread phable and
soft and to enable it to withstand the strain involved in the process of
weaving a certain amount of size is practically always needed.

The following are the most important sizing substances in use:—~—

(a) Adhesive or starchy ingredients, like wheat flour, maize starch, or
farina. .

(b) Weight-giving products, like china clay and French chalk.

(¢) Fatty or softening substances, like oils, beef and mutton tallow,
glycerine, soap, ete.

(d) Zinc chloride, to prevent mildew or fungus growths, and

(¢) Deligquescent agents, like magnesium or calcium chloride for keeping
the thread soft and phable. Magnesium chlormde, being hygro-
scopie in character, ix peculiarly suitable as a sizing material.

At Ahmedabad, where the climate is for the most part very dry and hot,
much heavily sized cloth is woven, and for this as much as 100 to 130 per
cent. of size is required, entailing a much larger consumption of magnesium
chloride than at Bombay, where the climate is humid and the cloth woven
finer than that made at Ahmmedabad. The consumption varies from about
5 tons per 100 looms per annum m Ahmedabad to about half that quantity
in the Bombay mills.

Taking the total number of looms in Tndia to be about 120.000, and esti-
mating 34 tons per 100 looms as the average mean consumption, the annual
requirements of the country may be roughly calculated at ahout 4,500 tons,
which were almost entirely supplied from Germany hefore the war. As soon
as hostiltties commenced and supplies were cut off, a stimulus was given to
the investigation of local resources and attention was drawn to the almost
unlimitea supply of bitterns at Kharaghoda going to waste from year to year
with the result that experiments were made to test the possibility of turning
out a good substitute for the German article.

Manufacture of magnesium chloride in India.

Tenders were invited by the Government of Bombay for the right to
remove the bitterns from the salt works with a view to by-product manu-
facture, and Mr. P. V. Mehd, M.A., B.Sc., who was then working as an
Assistant Professor of Chemistry at St. Xavier’s College, obtained the first
contract from Government for extracting and removing the bitterns for a
few months in the year 1915 on payment of 8 anunas per cwt. as royalty.
Fresh tenders were subsequently invited by the Commissioner of Salt and
Excise for a one year’s contract, and a company under the name of the
Pioneer Magnesia Works was then formed with the Hon’hle Sardar Rustom
Jehangir Vakil, Mill owner and Merchant of Ahmedabad, Mr. P. V. Mehd
and the writer, as partners. The royalty payable to Government was fixed
at Re. 1-8-0 a cwt.

As the first contracts were given only for a year at a time, it was not
irossible at the outset to work on a large or permanent scale. During the
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first year the rawy material was railed from Kharaghoda to Ahmedabad, ®
distance of about 60 nnles, where 1t was prepared in a rough way by the
Company for the use of the mills. In the second year, 1916, the factory waz
removed to Kharaghoda where it has been working ever since.

The Company’s premises occupy an area of about 20,000 square yards
leased from Government on which are situated their factory buildings, work-
men’s chawls, drum-making plant and store houses, as well as two well-built
bungalows for the use of the proprietors and the supervising staff. Reser
voirs, cemented and stone-paved throughout, have been constructed with a
capacity of a thousand tons of bitterns. A stock of several thousand drums
of the finished product is always maintained and kept ready to meet any
demand. The plant now in operation was designed by Mr. T. 8. Dawsou.
late Principal of the Victoria Jubilee Technical Institute of Bombay, and'
has given very good results.

As the result of negotiations carried on through the Director of Industries,
the Company have now been granted a long lease and, in lieu of the existing.
fixed rate, royalty is to be payvable in future on a shding scale adjusted
according to the fluctuations of the market.

Operations at Kharaghoda.

The first stage of operations at Kharaghoda 1s the collection of the bitterns
at the agars and their transport to the reservoirs adjoining the Company’s-
tactory by means of a motor rail wagon with a special tank attachment. As
the bitterns are allowed to concentrate further in the reservoirs their collec-
tion 1s carried out considerably in advance of their utilization at the tactory.
Even at a density of 48°T the hitterns still contain some common salt, ana
the manufacturing operations arce designed to eliminate this and other salts,
of which the most important is magnesium salphate, as well as suspended
clay and other heavy impurities. The latter settle down in the reservoirs
where the common salt 1s also removed. Tke bitterns, now very rich in
magnesium chloride, are then pumped to a serics of copper pans placed over
furnaces, where the magnesium sulphate 1s se altered 1n composition that its
separation is easily effected in a substdiary set of copper pans to which the
bitterns, after their treatment in the furnace pans, are transferred. The
magnesium chloride is finally recovered as a hot liquid which 1s poured into
strong galvanized drums where it solidifies and is ready for export from the

factory.

Quality of Indian magnesium chloride.

Analysis by Mr. A. J. Turner, Principal of the Victoria Juhilee Technical
Institute, Bombay, shows that the Kharaghoda product is quite as good as
the mmported article, A favourable opinion has also been recorded by Dre.
Sudhorough and Watson of the Indian Institute of Science. Bangalore.
Samples taken by the Director of Industries, Bombay, were analysed at his
request at the Government Laboratory, London, where they were pronounced
to he ‘‘ good commercial magnesium chloride (fully hydrated).”’

The magnesium chloride of Kharaghoda has been found to compare well
with the German article in practical use as well as in chemical analysis. The
only handicap against it 1s its appearance. The imported article has a better
colour and, though it makes no difference ir actual use, this naturally
secures its preference by many consumers. The origin of the greyish colour
in the Kharaghoda production is not known and constitutes a problem of
considerable scientific and technical interest. Several explanations have been
offered but no method of removing it has yet been devised. Even when n
perfectly pure white article has been obtained by crystallization, the grey
colour - usually reappears on fusion, and as it is the fused and not the
crystallized chemical which is required for trade purposes, the Kharaghoda
production reaches the consumer with a greyish tinge. The Company is,
however, fully alive to the importance of removing this purely superficial
defect and is working, in collaboration with the Bomhay Department of
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Industries and with the assistance of the Indian Institute of Science, to solve
the problem.

Last year the Company sent a trial consignment of a few tons to England
with the idea of building up an export trade. The product was approved
and several offers were received, but, owing to the recent slump in prices in
the United Kingdom, it has become impossible in the meantime to make
theadway.

Output.

The Company’s works are in charge of a trained chemist and a qualified
engineer, and their labour force during the working season numbers about
100. They have their own offices at Ahmedabad and Bombay, and in the latter
city Messrs. H. M. Mehta & Co. have been appointed selling agents. The
business side has been carefully organized and representatives travel all over
India. The Company claims that hitherto no serious complaint either of
defective quality or shortage of supply has been received from its customers.

The resources of Kharaghoda in magnesium chloride are immense and the
Company’s works could easily supply the whole of the Indian market. During
the war the Company rescued the cotton mill industry in Western India from
a serious difficulty, as will be seen from the figures in the statement below.
Up to date it has paid over Rs. 2% lakhs to Government in royalties and.
as good prices were obtained till last year, 1t has also contributed large sums
in income tax to Government revenues, Within the last year or so Germany
has dumped large quantities of magnesium ciiloride in India where the selling
price has been much below that in England. Despite these depressing trade
conditions the Pioneer Magnesia Works are still able to compete in price, as
well as in quality, with the foreign manufacturer, as the following table
shows.

Imports and Indian production of magnesium chloride.

Nore.—Import figures for the years preceding 1914-15 are not available.

ImpoRTS. SALES OF
KHARA-
Years, GHODA
Tons. Value. m;(:g: <
Rs. Tons.
1914-15 . . . . . . . 2,705 3,00,570 o
1915-16 . . . . . . . 3,563 9,33,075 .
1916-17 . . . . . . . 1,067+ 2,81,355 838
1917-18 . . . . . . . 1,185% 2,90,955 1,181
1918.19 . . . . . . Not available. 1,970
1919-20 . . . . . . 848 2,27,397 1,647
1920.21 . . . . . . . 2,929 8,39,210 1,171
1921.22 . . . . . . 2,330 4,49,680 1,099
71922, April to July, four months . . . 1,510 18,29,746 6003

* Sales for calendar years 1916 to 1921.
+ Excl 1d ng im rorts into Calcutta and Karachi.
+ Sales for seven months, January to July 1922,
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There is also a considerable production of magnesium chloride at Dhran-
gadra.

Future prospects,

Apart from its use as a sizing agent not many uses are known for magne-
sium chloride. In the past there has heen a small demand for it from rice
mills in Burma and Madras for use in grinding operations. Efforts have also
been made from time to time to popularize the use of magnesia cements. 1ts
employment on road surfaces in Bombay city has been suggested. All other
requirements are, however, comparatively small and the annual outturn at
Stassfurt in Germany, the chief centre of production. was formerly only
about 25,000 tons.

Other by-products might, however, be manufactured at Kharaghoda, such
as epsom salts, Glauber's salt, and a substance known as  churodi’’ from
which plaster of paris can be obtained. The Company has made attempts to
produce these, as well as zinc chloride, and has investigated the extraction of
bromides, but none of these efforts have so far been commercially successful.

Epsom salts might be extracted trom the bitterns before the magnesium
chloride or from the sludge which remains after the recovery of the chloride
from the bitterns by the process already described. This sludge contains
about 35 per cent. of magnesium sulphate. Magnesium sulphate, which is
used in rather larger quantities than the chloride, is also chiefly used in
finishing textiles.

On the analysis of a large range of samples of brines, bitterns, salts and
sludges supphed by the Iirector of Industries, Bombay, to the Government
Laboratory, London, the Department of Scientific and Industrial Research in
England recommended further experiments on a ¢ semi-large '’ scale for the
recovery of other salts, mecluding potassium salts and hromides, but the
Government of Bombay, in view of the fact that the royalties on magnesium
chloride go to imperial and not to provincial revenues, have not considered
further expenditure on their part justified and have referred the matter to
the Government of India.

Table salt.

The Company have recenily erected an up-to-date plant for preparing
refined table salt from the ordinary ‘ Badagra >’ salt manufactured at Khara-
ghoda. This plant was designed and brought into successful operation by
Mr. A. J. Turner, Principal of the Victoria Jubilee Technical Institute,
Bombay, who 1s one of the technical advisers of the provincial Department of
Industries. The refined salt equals 1n quality and appearance the best im-
ported table salt and it is hoped to obtain a large market for it, especially in
Culcutta. Till recently railway rates have been prohibitive, but these have
now bheen adjusted to the same scale as those for unrefined salt.

B. S. LALKAKA.
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Statement 11.—Copy of letter from the I"oneer Magnesia Works, dated 17th
November 1923, to the Government of Indiwa, Department of Commerce.

We have the honour to acknowledge receipt of your letter No. 6072, dated
Sunla, 19th October, stating that the Tariff Board being at present fully
occupied with inquiries into the steel and derivative industries, no further
‘questions can be referred to them for examination until further progress be
made 1n the investigation now i hand.

We beg to thank you for saying that our application has been noted and
that if the Government of India decide to remit it to the Board, we may be
duly informed.

The reply is extremely disheartening, in that it means shelving of the
question ¢ Sine die,”’ and with your permission we would respectfully invite
your attention to the following important points which will show how urgent
it is to bring the question betore the Board for any examination they may
-deem proper.

(1) Without entering into the merits of the case, it may be pointed out
that the main reason why our industry cannot compete with the foreign
article, 1s because of the extraordinary cheap rates at which the German pro-
duct (almost 97 per cent. of the total imports) is brought into India, owing to
a variety of causes and the existence of very heavy low priced stocks in India,
not to mention in other neutral countries and at German Ports,

(2) There has been some evidence lately, so far, though very little—of the
previous German stocks in Bombay getting scarce, and though the prices also
have stiffened by a few annas per cwt. here and there, what 1s most suspicious
is the possibility of further large orders going from our mills and merchants
with consequent risk of dumping, which sooner or later 1s bound to shut us
out for months on end, without any prospect of our young industry receiving,
and immediate steps cannot be too strongly urged in the protection of our
-own nascent industry.

(8) The Director of Industries who takes a particular interest in our own
case—as we are working according to our agreement with the Secretary of
State, on a profit sharing basis with the Government under certain conditions
and under that officer’s general supervision—has been good enough to make a
strong representation on our behalf to the Bombay Government requesting
that if possible, our case instead of being indefinitely postponed may be heard
before the Board now and in view of the Tariff Board actually sitting in
Bombay at the present moment and going into the question of the Chemical
Industries—as they did yesterday in case of the Eastern Chemical Works and
the Dharamsi Morarji Chemical Works of Bombay, when this very question of
Magnesium Chloride had been discussed also—would it be too much to hope,
Sir, that the Government of India may be pleased to revise their decision and
.consider our case also fit for utgent examination whilst the Board are in
Bombay and before it gets too late. For after all it is a question of life and
death to the industry as circumstances stand at present, and we fear that a
fine opportunity will be lost by further delay to save it from inanition.

We also beg to enclose a copy of our letter of the 15th instant to the
Director of Industries pertaining to this question.

Copy forwarded to the Director of Industries, Bombay, for information.
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Enclosure 1.
123, Esplanade Road,
Bombay, 15th November 1923.

H. F. KNIGHT, Esq.,
Acting Director of Industries, Bombay.

Re Tariff Board.
‘SIr,

Referring to our conversation and subsequent letter of the 30th ultimo,
may we respectiully inquire whether you have been able to address the Bombay
‘Government in the matter of allowing our representation to go before the
"Tariff Board, which unfortunately has been barred for the present, owing to
the Board being too much pre-oceupied with the tar more important inquiries
into the steel and the derivative industries, as per Government of India’s
Jletter No. 6072 of October last, shown to you.

The latest newspaper reports even go to show that the import position is
far from improving yet. A cutting from the ‘* Advocate of India’s Market
Report ”’ of 11th instant is enclosed herein which says ¢ Magnesium Chloride’s
Home quotation 1s £3 per ton " (which 1s equal to about Rs. 2-12-0 per cwt.
Bombay godown delivery) and large orders are booked at that rate.

This 15 enough to scare us still more inasmuch as that unless immediate
‘steps are taken to bar new entries, the days of our indigenous and young
industry are numbered, and 1t is only a matter of days and months when we
will be perhaps shut out for ever.

Under the circumstances, we can only appeal to you, Sir, to protect our
interests, if at all you think them worth preserving, and we fully trust that
now that the Tariff Board is actually meeting for the first time in Bombay
to-morrow, every effort will he made to have our case investigated on 1ts own
merits and some urgent necessary steps taken before it be too late or we are
wiped out.

Re Royalty agreement with Government and last year’s accounts.

As it is a long, long time since we heard in the matter we shall esteem it a
greater favour, if you would kindly oblige us by stating when it is going to be
finally settled so that we may shape our course accordingly. Awaiting the
favour of .a line .in reply at early convenience.



60

Statement 111.—Copy of letter from the Pioneer Magnesia Works, dated the-
28th April 192}, to the Government of India in the Commerce Depart-
ment.

In continuation of our registered letter, dated 12th October last, for-
warding our application for protection to be extended to this industry, we
have the honour to send herewith a further supplementary statement for
submission before the Tariff Board.

We shall be glad to give oral evidence also as required in support of our
case whenever called upon to do so by the Board.

APPENDIX T (TO STATEMENT III).

Figures of Foreign Imports and Kharaghoda Sales during 1923-24 as under.
Foreign Imports from Official Customs Returns, 1923-24.

Avnnmq

tmport | "t | Kiaraghoda | | Sales
Months. Tons. value (eXclusive | - 1923 | Gross Realis-
Rupees. | of do“t;;‘;r’md tons about | ation about
charges).
Rs. A. I Rs.

April . . . . . . 858 55,345 3 8 6 45 4,709
May . . . . . . 623 37,787 300 55 8.985
June . . o . . . 635 35,403 212 6 30 3,068
July . . . . . . 115 8,326 310 0 4 306
August . . . . . 40 3,346 4 2 6 4 335,
September . . . . . 25 807 112 0 32 2,801
October . . ' . . . 67 4,649 37 6 15 1,337
November. . . . . . 53 2,656 2 6 9 18 1,630
December . . . . . 88 5,874 36 9 15 1,348
January . v . . . 436 22,754 9 9 13 1,051
February . . . . . . 4606 24,670 210 38 40 3,333
March ., . . . . . Not available yet 28 2,450
TOoTAL (for 11 months) . 3,400 2,01,5661 216 3 328 31,253

per cwt

average.

Nore.—(a) Out of 3,406 tons, Germany exported 3,246 tons at an average
of Rs. 2-12-3 per cwt. c.i.f. Bombay, the rest being all from the United
Kingdom at an approximate cost of Rs. 6-15-3 per cwt.

(b) Owing to large stocks and no sales to speak of during 1923, the
Pioneer Magnesia Works had to shut down their works and consequently
there has been no new production either during the past year or up to now.

(c) Out of 329 tons sold from Kharaghoda in 1923 the share of Bombay is
practically nil, the whole quantity being mostly sold in Ahmedabad.

(d) The following statement of sales received from the Company’s Selling
Agents, Messrs. H. M. Mehta & Co., of 123, Esplanade Road, Fort, Bombay,
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shows how poor the response from Bombay has been in spite of the consi-
derable sacrifices in rates suffered by the Piouneer Magnesia Works.

19283-1924.

Date. Party’s name I\li}{ll’t(ti‘?-}l\f'((::y Amount.
' Cwts. qrs s, Rs. A P R, A, P
per cwt.

20th December 1923 Sitaram Mills 710 3 8 0 25 6 0
23rd December 1923 Planet Ml . 26 1 9 3 8 0 92 2 0
24th December 1923 Kalyan Mull Mills 13 0 3 8 0 48 2 0
29th December 1923 Bombay United Mills 26 3 26 312 0 101 8 0
15th January 1924 ., Planet Mills . 26 3 0 3 R O 9310 0
25th January 1024 . Bombay Umted Millg 18 2 18 3 8 0 4713 0
30th January 1924 . Dr E § Mody 20 1 3 3 8 0 71 3 0
12th February 1924 Hatim Mills . 34 014 3 8 0 164 7 0
20th February 1924 Mohs~1m Mills 6 325 3 8 0 24 6 6
-8th March 1924 . Kalyan Mull Mills . 26 210 3 8 0 03 1 0
17th March 1924 Iitto . . 27 2 6 3 8 0 96 7 0
27th March 1924 Victoria Mills . . 14 0 0 3 8 0 49 0 0
27th March 1924 | Bombay United Mills 28 0 0 310 0 101 8 0
-28th March 1924 . Planet Mills . . . 12 3 27 3 8 0 445 7 6
TOTAL 282 0 26 Less selling 1,053 12 0
com. 5 Y% 5211 0

1,001 1

{Less Railway freights and other handling charges in Bombay up to Godown and for 368 11

Mills dehvery.

632 6 0

= R«. 2-3-10 per ewt, net realisation 1 Bombay.

APPENDIX 1I.

Table of Royalty, Labour Charges and Ra:lmay Freights paid durmmg the
calendar year 1923 ave:—

1923.
Railway freights
Royalty. Wage}ﬁ; and ‘other and handhing ToraL.
charges. charges.
[
Rs. Rs. Rs. l Rs
Nil 3,017 2,136 i 6,053
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APPENDIX III.

Statement of detailed expenditure incurred by the Company i 1928 as pew
audited Balance Sheet for the year ending 8dst December 1928.

Items.
Rs.
1. Government Royalty (on profit sharing basis.
according to new agreement) . . .
2. Bitterns Extraction and Storage 7
3. Factory charges ?’ 3.917
4. Motor Rail wagon g, : ) ’
5. Fuel ‘/'
6. Drums and Packing . . 17,365
7. Railway and other handling charges . . 2,136
8. Establishment and Sundry charges . . . 4,120
9. Rents and taxes . . . . ) . 715
10. Travelling charges . . . 380
11. Allowances 3,000
12. Bombay office charp;os 893
138. Insurances
14. Selling Commission, dls(ounts wught allow-
ances, etc. . . . . . 1,915
15. Interest charges 8,190

16. Depreciation on Bu1ldmge Plaut and Mn(hl-
nery according to Government Schedule . 11,844 Gross
Rovenue

TorAL . 44,680 Rs. 31,268

Nore.—There has been no new production for nearly two years besides
the sales were also extremely poor during 1923, being only about 329
tons=6,580 cwts. on which the total expenditure incurred, z., Rs. 44,5680
becomes extremely heavy, giving an average cost of nearly Rs. 6-12-6 per cwt.

There is small wonder, therefore, that the Company has during the past
year suffered a heavy trading loss of nearly Rs. 27,000 and the prospects.
for the current year 1924 are also very gloony and are expected to result in
further serious loss, in spite of the tact that most of the Company’s establish-
ment at Kharaghoda as well as in Bombay and Ahmedabad has for the time
Leing been broken up, and the chemist us well as other supervision staff
dismussed to cut down all overhead charges to a minimum.

APPENDIX IV.

The stocks of foreign Magpesium chloride in Bombay yet seem to be:
plentiful and the rates sufficiently low being somewhere in the vicinity of
Rs. 3-8 to Rs. 3-12 per cwt. f.o.r. Bombay, snd the present German quota-
tions appear to be between £3-10 and £4 per ton (c.i.f. Bombay}

The Pioneer Magnesia Works have under these circumstances recently
submitted an application to the Bombay, Baroda and Central India Railway
Company to reduce their carrying rates to Bombay if possible in order to
enable the Company to re-enter the Bombay Market. But it must be noted
that without adequate protection in the shape of a Dumping Duty on the
foreign stuff entering here, the position of the local industry is very pre-
carious.

Besides whatever steps are to he taken should be taken soon, otherwise
the chances of recovery for the indigenous industry would be getting more
anc more remote and taking advantage of this position, Germany will be:
able to dump her products more and more on this country.
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Statement 1 I’.—-—Replies to questionnaire recewved from The Pioneer Magnesia
Works, Ahmedabad, dated 16th June 1924.

We have the honour to acknowledge receipt of your office No. 414, dated
the 23rd May 1924, together with enclosures.

Qur reply to the questionnaire, with five spare copies, is sent with this
letter, and we have also enclosed herewith five copies of a journal ‘‘ Magne-
stum Chloride Manufacture and the Pioneer Magnesia Works ”’ which con-
tains some interesting information in connection with the manufacture of
Magnesium Chloride at our Works.

We have tried to place before you in as clear a manner as possible, the
details of the whole case 1n our two previous representations and also in our
reply to the guestionnaire. 1f, however, you consider 1t desirable that our
representative should be examimed before the Board in Simla we shall be
only too pleased to abide by your wishes on hearing from you even by a
telegram.

THE MAGNESIUM CHLORIDE INDUSTRY.
INTRODUCTORY.

@. 1. Our firm, The Pioneer Magnesia Works, was established in the year
1915 A.D. 1t is an unregistered private firm.

(). 2. The whole capital of our firm 1s held by Indians. There are three
Indians in the superior management of the firm.

(). 3. Our firm manutactures Magnesium Chloride as well as Refined Salt,

Q. 4. Our Works commenced to manufacture Magnesium Chloride in
1915 A.D. 1in the month of September.

Q. 5. The full capacity of our Works as at present equipped for the
manufacture of Magnesium Chloride 1s 4,000 tons per year.

Q. 6. Output of Magnesium Chloride 1n our Works has been as under:—

Year. Output in
Tons.
1915 . . . . . . . . . .
1916 . . . . . . . . . . 966
1917 O 0% V1
1918 . . . . . . . . . . 1,845
1919 . . . ... 1822
1920 . . . . . . . . . . 1,477
1921 . . . . . . . . . . 851
1922 . . . . . . . . . . 1,353
1923 . . . S . . . . . Nu

Q. 7. Our Works are situated on the Kharaghoda Government Pritchard
Salt Works 1n the Viramgam Iistrict.

(1) Our Works are situated advantageously in respect of the vicinity
ot the areas from which principal raw material, wviz., Bitterns
is drawn.

(b) There are no coalfields or other sources of power or fuel near our
Works.

(¢) Our Works are advantageously situated in respect of an important
market, namely, Ahmedabad, which is only 60 miles from Khara-
ghoda.

(d) Our Works are not very advantageously situated in respect of the
abundant labour supply.
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The most important factor in selecting the site of a Works for the manu-
facture of Magnesium Chloride is the vicinity of the source of raw material,
viz., Bitterns.

@. 8. Our Magnesium Chloride is equal in quality to the imported stuff
but our Magnesium Chloride is not as white as the imported stuff. Ours
being a little greyish in colour. We do not realise the same price for our
Magnesium Chloride as is realised for the imported stuff because of the pre-
judice against Indian goods.

@. 9. Magnesium Chloride is principally used for sizing purposes in the
Textile Mills.

Q. 10. The production of Magnesium Chloride at our Works is limited to
certain months of the year; the raw product being not available throughout
the year. For this reason we have to store up raw materials as well as
finished goods to meet the demand for the rest of the year; this increases
cost of production by locking up the capital. The limited consumption of
our goods owing to foreign competition would not justify working the factory
throughout the year, which fact also contributes to the increase of cost of
production.

II. Raw MATERIALS.

Q. 11. The raw material used in our Works is Bitterns, residual mother
liguor of salt.

Q. 12. The annual requirements of the raw material, if the factory were
worked to its full capacity, would be nearly ten thousand tons of the Bitterns.

@. 13. Approximately 2% tons of Bitterns is required to manufacture one
ton of Magnesium Chloride.

Q. 14. Bitterns is drawn from Government Salt Works, situated at a
distance of 2 to 5 miles.

Q. 15. Bitterns is collected by manual labour and transported to the
factory by means of a rail motor wagon.

Q. 16. From 1915 to 1923 we paid a royalty at the rate of Re. 1-8-0 to
the Government on the manufactured goods, but since 1923 the amount of
royalty is made dependent upon the net profit made.

@ 17. The cost per ton of the raw material, viz., Bitterns is Rs. 2-8-0
per ton as shown below in detail, exclusive of the royalty which is payable.
on the finished goods and not on the raw materials.

Year. Labour. (Transport Freight.) Miscellaneous.
Rs. A. P Rs, a. p. Rs. A, Pp.
1916 . . 114 0 0 6 0 0 4 0
.1918 . e
1921 . e e i

Q). 18. Copies of the agreement for royalty are-.enclosed herewith. The
terms are now favourable.

@. 19. We have not to import any raw material.

Q. 20. We have not to use any chemicals in the manufacture of Magnesium
Chloride.

@. 21. Questions of special freight rate for raw material by rail or sea
does not arise in our case.

III. LaBoUR.

Q. 22. No expert supervision involving the employment of foreign skilled
labour is required in the process of manufacturing Magnesium Chloride.

Q. 28. No imported labour is used at present and none would be required
to be msed, if the factory were to work to its full capacity.
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@s. 24 and 25. These questions do not rise in our case.
Q. 26. We utilise all Indian labour in our factory.
Q. 27. The total wages bills for different years run as under:—

Amount of bill
Year. in Rupees for
the labour.
1916 . . . . . . . . . . 20,277
1918 . . . . . . . 16,736
1921 . . . . 10,875
1923

. . . .

~

@. 28. The Indian labour force is sufficient for our works, and it is drawn
from the vicinity of the Works.

Q. 29. We have found that the Indian labourer improves with training.
Q. 30. We have erected special quarters for the labourers.

IV. Power (iNcLuDING FUEL),

@. 31. The power used in the Works is derived from steam.
@. 32. Coal and firewood, both are employed as fuel. Firewood can be
obtained in sufficient quantities for our purposes.

Q. 33. Half a ton of firewood is required for every ton of finished product
(Magnesium Chloride).

Q. 384. Firewood which is the principal fuel is brought from a distance of
100 miles, Coal is obtainable at its source at Rs. 9 per ton. Firewood is
obtainable at the rate of Rs. 25 per ton. The freight per ton of coal is
approximately Rs. 20 and per ton of firewood is Rs. 3-12-0.

Q. 35. We do not own or control our sources of fuel.

Q. 86. We have obtained no concession for wood, which is our principal
fuel.

V. MARKET.

Q. 37. There are only two factories manufacturing Magnesium Chloride.
We manufacture the bulk of it and our production for various years is as
under : —

Output of Magnesium

Year. Chloride i

Tons.
1916 . . . . . . . . . . 966
1917 . . . . . . . . . . 1,145
1918 . . . . . . . . . . 1,845
1919 . . . . . . . . . . 1,822
1920 . . . . . . . . . . 1,477
1921 . . . . . . . . . . 851
1922 . . . . . . . . . . 1,352
1923

.

Q. 38. The total demand for Magnesium Chloride in India is fros 3,500
to 4,000 tons.
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Q. 39. The increase of demand for Magnesium Chloride depends upon the
increase of textile manufacture in India.

Q. 40. The principal markets for Magnesium Chloride are Ahmedabad and
Bombay, the former being at a distance of 60 miles and the latter 360 miles
from our Works at Kharaghoda.

Q. 41. There are no markets in India in which owing to their distance
from the ports, we can more easily compete against the ioreign manufacturer.

¢. 42. Export of Magnesium Chloride from India to foreign countries is
not probable.

VI. ForeicN COMPETITION,

Q. 43. Germany is the chief foreign country from which competition in
the Indian markets 1s the keenest.

. 44. In Germany Magnesium Chloride is manufactured from Carnallite
found in the Stassfort deposits.

Q. 45. The manufacture of Magnesium Chloride in Germany is as a waste
bye-product of valuable potassium salts, while we have to manufacture it as
the chief product.

Q. 46. The process of manufacture in India and in Germany is mainly the

same hut in Germany the manufacturers have an advantage that they recover
potassium and other salts, thus reducing the cost of manufacturing Magne-

sium Chloride.
@. 47. The following are the rates exclusive of duty for the imported
Magnesium Chloride : —

Rate (exclusive of

Year. duty) yer cwt
in ruj ees.
Rs. A. P.
19014-15 . . . . . . . . . 5 80
1915-16 . . . . . . . . . 1315 0
1916-17 . . . . . . . . . 13 8 0
1917-18 . . . . . . . . . 12 5 0
1918-19 . . . . . . . . . Not available
1919-20 . . . . . . . . . 13 6 6
1921-22 . . . . . . . . . 910 0
192223 . . . . . . . . . 5 6 6

Q. 48. The above prices are quoted from Government Trade Reports.
Q. 49. Magnesium Chloride is manufactured as a waste bye-product in
Germany, and it is carried as ballast on boats to Indian ports. Hence they
have a big margin of profits.

@. 50. Foreign competition is keenest in the Bombay market.

Q. 51. The exceptional low prices at which German Magnesium Chloride
has entered India since war is due to the favourable exchange to Germany.

Q. 52. We are not in possession of agtual figures for freight by sea for
foreign Magnesium, but this commodity is vsually carried on boats as ballast.

Q. 58. Bombay is the chief market, and it being a port, the imported
stuff has nothing to pay by way of railway freight.
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Q). 5. We have no instances to our knowledge in which Continental Magne-
sium Chloride has been re-exported from the United Kingdom as Brtish
manufacture.

¢. 55. The foreign manufacturers have an advantage over Indian manu-
facturers, as Magnesium Chloride with former is a waste bye-product of
potassium salts, and 1s easily collected and does not require any treatment by
means of any special plant or machinery.

Q. 56. Though none of the disudvantages mentioned in Question 55 can
be regarded as temporary, protection of the indegenous industry for a reason-
able length of time, say 10 years, under the past war normal condition shouid
enable us to hold our own against foreign competition.

VII. EQUIPMENT.

. 57. Our Works are sufficiently large as an economic unit of production.
The smallest economic unit of production would bhe 500 tons.

Q. 58. The manufacture of Magnesium Chloride does not require the use
of elahorate and expensive machinery.

Q. 59. About 63 per cent. of the total capital outlay bas been incurred
on plant and machinery. -

Q. 60. We enclose herewith a copy of the pamphlet on Magnesium Chloride
and the Pioneer Magnesin Works, wherein on page 440, a brief description
of the plant and process of manufacture is given.

. 61. Our machinery and other equipment and also the process of manu-
facture are sufficiently up-to-date and eflicient to enable us to compete suec-
cessfully against the foreign manufacture.

Q. 62. In 1916 we erected our Works at Kharaghoda and later new speciay
flues for burning purposes according to the instructions ot the Technical
Government Department were constructed. According to the instructions of
the Department of Industries a new experimental plant was erected at our
Works to economise fuel consumption, hut it was afterwards found that our
method was the most economical.

Q. 63. Excepting the boiler and the steam engine and the conveying pipes,
the other parts of the plant are manufactured in India.

VIII. CAriTAL ACCOUNT.

Q. 64. Block value of our property as it stood at the end of 19%3 is u»
under : —

Rs. a. P

(@) Buildings . . . . . . . 42613 2 0
(b) Plant and Machinery . . . . . 90,364 18 9
Miscellaneous . . . . . . 882 0 0
1,41,806 15 9

Q. 65. The figures given in answer to Question 64 represent the actual
cost of the various assets. The total depreciation accumulated amounts to

Ras. 28.000.
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Q. 66. The sums actually set aside for depreciation since manufacture

commenced, are practically equal to the sums that ought to have been set
aside for actual depreciation.

3. 67. The cost of erecting a new Works with the same capacity of output,
would be practically the same as we have incurred.

Qs. 68, 69, 70, 71, 72, 28, 74 and 75 do not arise in our case, since ours
is a private firm.

IX. CosT oF PRODUCTION,

Qs. 76, 91, 92, 98 and 94.

Detailed statement showing actual annual expenditure incurred by the
Pioneer Magnesia Works on Magnesium Chloride manufacture at Kharaghoda
according to their Books of Account from 1916 to 1922. '

Comparative statement of working costs from 1916 onwards.

S |
é‘ Item. 1916. 1917. 1918. 1919. 1 1920. 1021. 1922.
&
Rs. Rs. Rs. Rs. Rs. Rs. Rs.
Royalty . . .| 31,847 | 38,008 | 55741 | 47,208 | 83,557 33,772 | 14,874
Bitterns extraction 3,775 6,083 10,845 16,014 9,694 3,873 5,618
and storage.

8 | Factory charges . 20,277 6,632 16,736 18,661 11,648 10,875 9,309

4 | Motor Rail Wagon .. . . . 2,661

s|Ful . . .| 4067| 14220 30,830 | 23040 | 17,601 1 15,108 | 12,038

¢ 6 | Drums and Packing . 10,896 20,440 48,588 38,298 28,606 1 85,913 16,605
7 | Railway charges . 10,690 10,026 18,501 10,721 7,580 ' 12,500 | 5,118
8 | Transport and hand- 3,157 5,915 7,286 8,636 6,039 : 7,485 3,138

[ ling charges. ! 4 »

9 | Sundries. . . 848 | 2720 | 2,506 5200 | 2084 2204 1,500
10 | Reats and Taxes . 1,498 ' 278 425 1,561 2,280 2,213 1,462
11 | Travelling . . 726 580 1,258 936 611 1,245 1,191
12 | Establishments, allow- 6,681 9,635 17,915 5,910 5,275 " 12,141 6,377

ances, etc. | !
18 | Bad debts . o 280 1,606 2,310 239 59 1,144
14 | Insurance charges . . . .. .. . 860
15 | Interests . . 8,124 2,807 2,385 2,851 8,437 5,514 8,046

16 | Selling expenses,Com- 20,3490 194579 88,806 81,870 16,468
mission  discounts, |
shortages, etc.

20,864 | 9,808

24,000 | 71,844

18 | Income Tax . . 1,625 2,645 6,672 23,566 | 16,114 18,907

|
|
17 | Depreciation . . 5,957 14,268 15,000 22,843 24,933!
|

TOTAL . ! 1,138,107 | 1,563,228 | 2,90,888 | 2,64,499 ’ 1,88,344 . 2,07,646 | 1,10,845

Statement of actual working costs of Magnesium Chloride per cwt. f.o.r.
Kharaghoda based on annual production, at the factory from 1916 to 1922, as
seen from the Pioneer Magnesia Works’ Books of Account. These are exclu-
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sive of railway freights, handling charges, selling commission, depreciation
and income-tax payments which would all have to be counted extra.

Total annual | Average cost ot
working production with-
. costs  as out other charges
YEass, Sales. Productions. above f. 0. r. | shown ahove per
Khara- cwt. f. 0. .
ghoda. Kharaghoda.
Cwts. Cwts. Rs. Rs. a. p.
1916 . . . 16,762 19,327 71,329 311 0
1917 . . . 23,610 22,896 1,00.796 4 6 6
1918 . . . 38,403 36,903 2,10,633 511 3
1919 . . . 32,950 36,434 1,67,263 4 9 6
1920 . . . 23,468 29,642 1,17,201 4 0 0
1921 . . . 21,979 17,034 1,23,890 i 7 4 3
|
1922 . . . 14,698 27,059 80,942 | 3 00
|
;
171,870 189,195 8,72,254 | 4 9 9

N.B.—(1) The reason why the expense in 1921 is so high is because in
that year the production was exceptionally low,

(2) The average cost per cwt. of Rs. 4.9-9 f.o.r. Kharaghoda as shown
above can be roughly explained as under:—

A. P
Factory and fuel costs (about) . . . . 1 20
Government royalty . . . . . . 1 80
Drums and packing 1 20

Interest, establishment and all other sundry
charges excepting those mentioned on top . 013 9

4 9 9 perton

(3) Up to the year 1921 royalty remained fixed at Re. 1-8 a cwt. irrespec-
tive of whether the price realised was higher or lower.

It will be noticed that the royalty to Government has up to now worked
out on an average to nearly ird of the cost of production, which is rather
prohibitive,

Q. 77. The cost of production increased in 1921 owing to the production
being exceptionally low.

Q. 81. The rates of depreciation allowed by the income-tax authorities are
proper.

@s. 82, 83. About Rs. 11,800 are required annually for depreciation at
income-tax rate on the total block accounts.

Q. 85. The Company requires a working capital of 1% lakhs to 2 lakhs of
rupees.

Q. 86. Most of w.C. working capital is provided by the princival partner
Sardar Sir Rustomji Jehangir Vakil,
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Q. 87. The rate of interest for the borrowed capital s 8 per cent.

Q. 89. The average value of the stocks of finished goods held by the
Company is about Rs. 50,000 ; usually 4 months elapse between production and

payment.
X. MANUFACTURER'S PRoOFITS.

Qs. 95, 96, 97, 98. These questions do not arise in our case, as ours is &
private firm.
XI. CrAIM FOR PROTECTION,

. 99. A. We claim that the industry possess natural advantages such as
an abundant supply ol raw material, wiz., Bitterns, because 1t can be had
within a distance of 2 to & miles from the factory in large amounts as a
residual mother liquor of salt.

B. Owing to the depreciated exchanges and the recovery of the Magnesium
Chloride as a bye-product in Germany the industry is not likely to develop
without the heip of protection.

C. We do claim that the industry will eventually be able to face world
competition.

Q. 100. A. Our industry is one in which the advantages of large scale
production can be achieved and that increasing output would mean increasing
economy of production.

B. Tt is probable that in course of time the whole needs of the country
could be supplied by the Home production.

Q. 101. Heavy sized textile goods cannot be manufactured without* Magne-
sium Chloride. It used to be imported from Germany till the beginning of
war. In case there is no home industry developed, the prices might be
inflated at any time by the German manufacturers. Again Bromine can be
recovered from the Bitterns and 1t would be very useful for chemical industry
ard medical preparations and hence the industry is of importance on national
grounds also.

Q. 102. The industry is peculiarly suitable to Indian economic conditions
as the hitterns (from which Magnesium Chloride is manufactured) can be
had as a bye-product of Government Salt Works.

Qs. 108, 104 and 105. (1) The protection offered to the industry by way of
customs duty on the imported stuff, is practically negligible owing to the low
price of foreign Magnesium Chloride.

(2) Protection offered to our industry by way of transport charges between
the country of production and the port of entry, is rather negative, 1.c., to
say the foreign manufacturer is at an advgntage in that respect.

The amount of protection which we consider necessary for our industry
is to levy a duty of at least Re. 1-8-0 per cwt. (i.e., about 50 per oent. ad
valorem duty according to present rates) on the foreign imported Magnesium
Chloride.

Q. 107. On the basis of 20s to 24s warp x30s to 36s weft of yarn used
in a mill and taking an average of 100 size per lb. of yarn (which is alto-
gether a.very high percentage to take for all India), it appears that less than
% Ib. of size is used on every 1 lb. of cloth woven. The average approximate
cost per lb. of size mixing in a mill at the present day prices (Magnesium
Chloride at Rs. 3-12-0 per cwt.) would roughly amount to 24 as. of which the
proportion of Magnesium Chloride is only about 1/24th of 30 pies, i.e., 1 to
1} pies per 1b. of size used.

In other words the total cost of Magnesium Chloride per lb. of cloth woven
cannot be more than } vie at the very highest computation which is altogether
negligible (and the increase owing to protection duty would be more negligible
still) and the millowner’s arguments of increase in costs would fall to the
ground in view of the other important negative advantages accruing to the
country by the continuance of the industry in India.
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Statement .V.—Keports received from the Pioneer Magnesia Works with their
letter, dated 18th November 192j.

I have the honour to submit herewith for perusal and information of the
Board two reports in original recently received from America and England
as the direct result of my personal exertions and inguiries while on tour
in those countries a short while ago.

I am appearing before the Board at Poona on Friday next the 2lst
instant to give oral evidence, but before doing so, I have taken the liberty
of submitting these reports to you as throwing some additional light on the
question and giving much useful mformation as regards the variety of uses
to which this substance 1s put and the possibility especially under present
conditions of building up a good export trade from our side.

Two spare copies are also sent for ready reference and I should be grateful
by your kindly returning to me the original letters after you have done with
them.

Robhert A. Sufiern,
Import and Export,
96, Wall Street,
New York.
September 20, 1924.

Mr. B. 8. Lalkaka,
London, England.

Drar MR. LALKAKA,

As requested I enclose a report T have made for you after investigating
this market in regard to the production and uses of Magnesium Chloride, as
well as the latest statistics which the United States Government has collected
regarding 1ts importation into the country and its value on the import
involces,

T am sending a copy of this to Bombay to you also, so that if it should
miss you in London you will not be delaved in getting the information it
contains, which 1 hope will be of service to you. I placed your order with
Backstein Overseas Company for the old clothing you desired, and trust it
will show you a good profit. 1 rather think that old clothing is becoming
scarce in the world, owing to the more or less impoverished condition of the
European Nations, who formerly supplied a considerable portion of it. If
Russia should come into the market for supplies T am afraid the prices will
rise and the supply dwindle. With very best regards I remain,

Yours very truly,

(8d.) CECIL T. WALKER.

Magnesium Chloride from bittern waters of salt works was produced by
four companies of the United States last year 1923, three of these companies
being located in the State of California and one in the State of Michigan.
Although the State of Utah is a large producer of salt there were no ship-
ments of magnesium chloride from there. The United States Geological
Survey roughly estimates the domestic production and sales for 1923 at
28,000,000 pounds most of which was sold as ‘‘ commercial >’ crystallized
«chloride 97 per cent. or more pure; but several thousand gallons of solution
was also sold. This compares with a production in 1919 by seven establish-
ments of 26,282,436 pounds value at $445,087 or approximately $34 per ton
of 2,000 pounds.

Prior to the war there was no domestic production, the requirements of
the country being supplied from abroad, principally from Germany. When
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the German imports were shut out through the war the United States fouund
it necessary to produce its own requirements.
The increased use of magnesium chloride especially in the building in-
dustry in the making of magnesia cements and stucco,
Uses. which are known under various trade names, has
greatly augmented the demand so much so that the imports of 1923 more
than doubled those of 1922. The increased demand since pre-war days is
even more pronounced, as shown by the figures of imports, mostly from
Germany, in 1914 amounting to 2,515,752 pounds of commercial crystals, with
no domestic production worth considering, while in 1923 there were imported
23,052,385 pounds and domestic production had reached about 28,000,000
pounds, which indicates a consumption of about 25,000 tons for the year.
Many industries find good use for this compound. It is chemically used
in the manufacture of hydrochloric acid; in the making of various magne-
sium salts; as a catalyst in various oxidation processes; mixed with common
salt as a bleaching agent; in the extraction of sulphur from calcium sulphate;
in the making of chlorine and magnesia. Tt is used in the manufacture of
beer, paper and ceramics. 1t is used for the fireproofing of wood and in the
mining industry for the treatment of timbers, and to chill the drilling tools
when drilling for salt deposits so as to prevent the dissolution of the salts.
It is used as an ingredient in the manufacture of disinfectants, compounds
for the laying of dust during sweeping and fixing the dust on roads; and as a
refrigerating medium. In the textile industry it is used in the dressing
and filling of cotton and woollen fabrics; as a size; as a thread lubricant
in weaving calico and also in dyemg and in the carbonization of wool. It is
used in the manufacture of fire extinguishers. In the building industry it is
used as an ingredient of magnesia cement in oxychloride flooring, which is
extremely used in subway cars and kitchens of the new apartment houses in
New York city. In the making of stucco it is found to be a valuable ingre-
dient.
The duty on imports is five-eighths of a cent a pound or say $12:50 per
short ton, while the selling price in the New York
Import duty and ppiet at this writing is $34 per ton of 2,000 pounds
price. and is packed in drums of about 550 lbs., though this
weight varies with manufacturer. There are two grades the *‘solid >’ or
tused and the flake, the latter sometimes being packed, if not usually, in
bags of 100 1bs.

The imports of 1921 aggregated 7,365,812 lbs. valued at -012 cents.

The imports of 1922 aggregated 11,403,837 lbs. valued at -010 cents.

The imports of 1923 aggregated 23,052,385 lbs. valued at -008 cents.
These imports were undoubtedly shipped in under a very low freight rate,

probably as ballast, in order to be able to complete under the present pro-
tective tariff.

CECIL T. WALKER.

Ymport Department.
40, Western Street,
London, S.E. 1, 8rd October 1924,
Scriven Brothers and Company.

Mr. B. S. Lalkaka, B.A.,
of The Pioneer Magnesia Works, Bombay,
163, Cromwell Road,
Kensington, S. W.
DEAr Sir,
We confirm your interview on the subject of magnesium chloride. We

shall be pleased to have analysis 'and suggestions for business, but your price
must be sufficiently competitive to make business possible.
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German magnesium 15 offering at about £4 to £56 per ton of four iron
drums, but this description is not usually sought after as the stuff corrodes
very badly.

Thank you for your references, which we are duly taking up.

Yours faithfully,
SCRIVEN BROTHERS & OQ.

The Dominions Producers Agency, Limited.

41, Great Tower Street,
London, E. C. 8.
30th September 1924.
B. 8. Lalkaka, Esq.,
C/o Messrs. Thomas Cook & Son,
Ludgate Sircus, E. C. 4,

Dear SIR,
Magnesium Chloride.

We have obtained a quotation from Germany for the above, which we
pass on to you, in case of interest, as follows: —

““ Magnesium chloride fused, including 300 kgdrums, hard-wood casks
of 300 kg. at £4-6 per 1,016 kg. prompt delivery from factory
f.o.b. Hamburg.”

These suppliers inform us that the market for this article is expected to
advance considerably in the near future, and that the German Chloride Mag-
nesium-Verband is now quoted on a basis of £5 per 1,000 kg. including
packing, f.o.b. Hamburg.

The above prices are exactly as we have received from them and we
thought it worth while letting yvou know the present state of the market,
as a guide to your future operations.

The German article is, of course, subject to an addition of § per cens.
reparation duty which would not have to be paid on your imports, but on
the other hand rates of freight from Indian ports tc the United Kingdom
are higher than to the Continent. The present rates are as follows:—

Bombay—London . . . Rs. 50 per ton approximately.
Bombay—Hamburg . . Rs. 25 per ton approximately.

The homeward rates are not quoted in London, being fixed in India, but
the above figures are based on general rough cargo rates.

We find that magnesium chloride is exported very largely from Germany
to Tndia. The Hansa Line who have frequent sailings from German ports
to Bombay and Karachi have this cargo on practically every one of their
steamers. It is usual to ship from 50 to 100 ton lots.

Picking bands and roller skins.—We have obtained sample cuttings of
one or two qualities of the above and have drawn up quotations c.i.f.
Bombay. We shall be glad to know whether we are to hand these to you
personally, if you will be calling again at this office on your return to
London, or whether you wish us to despatch these direct to Messrs. Vakil
& Co.

Yours faithfully,
For and on behalf of

The Dominions Producers Agency, Ld.

(8d.) ,
Assistant Secretary and Export Manager.
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Statements VI1.—Supplementary Statements submitted by the Pioneer
Magnesta Works, Bombay, dated 14th December 192}.

In reply to your No. 1279, dated Poona, 24th November 1924, I have the-
honour to return herewith the original papers received from you together
with a supplementary statement containing additional information as required
by the Tariff Board at the time of my Oral Evidence before them on the-
21st ultimo.

Beyond a few verbal alterations T could have no fault to find with the
actual record as 1t stands of the oral evidence taken, though in order to.
clear some possible misapprehension as well as to elucidate further the ques-
tion hefore the Board, I have taken the opportunity of offering certain ex-
planatory remarks which 1 trust will meet their favourahle consideration.

Supplementary statements of the Pioneer Magnesia Works.

(1) 200 per cent. duty.—Undue stress seems to be laid upon the point that
the Pioneer Magnesia Works cannot stand without such a high protective
tariff wall. Far from it At the time their original statement was prepared
the German Magnesium (hloride was selling in Bombay as low as between
Rs 1 and 2 per ewt. and under those abnormal conditions it was thought
mmpossib'e for the local Industry to exist unless a prohibitive tariff was
levied which would make it possible for them to meet such cui throat com-
petition  In fact 1t was after full discussion with the then Director of Indus-
tries that the undersigned was induced to suggest this as a hypothetical
figure only, and it should by no means be hiterally interpreted or taken as a
standard to apply under all circumstances and at all times.

We need not go too deeply into the question of what made such low prices
possible, but suffice 1t to say that this could not be but for certain extra-
ordinary conditions prevailing at the time in Germany which gave them an
additional impetus to invade and capture the foreign markets irrespective of
whether the drop was truly wananted or paying and could be maintained
or repeated by them i1n the future.

The normal piice of the imported article i pre-war days for years and
years past ruled somewhere hetween Rs. 8 and Rs. 3-8 a ewt., and I submit
that judging from certain date as already discussed in the evidence, when
things are more settled, 1t would be safe for all practical purposes to take
this as a more or less stable figure in our calculations, for considering the
duty question to protect the home industry.

(2) Re Rs. 1-8 handling and freight charges from Kharaghoda to Bombay.
—This requires some explaining—When the statement was made the charges
roughly worked out as under: —

Rs. a. Pp.

012 0 Freight per cwt. from Kharaghoda to Bombay for full wagon load
only (I'or smaller consignments 1L came to about 6 annas more).

0 6 0 From Railway station to Agent’s godown in Bombay.

0 6 0 From Agent’s godown dclivered up to mill premises.

1 8 0 Total per cwt.

N.B.—The last two items are taken approximately and might fluctuate
according to prevailing labour and cartage rates and the relative mill
distances. It will be noticed that for the present for a temporary period of
stz months only the B., B. and C. 1. Railway, have been good enough to
reduce their freight rate on wagon loads by about 2} annas per Bengal
maund which would bring this charge down to say Re. 0-8-9 1nstead of
0-12-0 per cwt. Besides after great trouble and persuasion, in consultation
with th~ Bombay Agents, we have been trying and have sometimes succeeded
in inducing the mill owners to buy wagon loads at a time which would take
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the staff right into their own mill siding instead of by the more cumbrous
and costlier method of double handling—so that in all probability in course
of time the freight and handling charges to Bombay may be expected to be
down by about 8 annas per cwt, 7.c., to Rs. 20 instead of Rs 30 a ton. But
that would depend upon the continuance of the lower freight charges by
the Railway as much as on the mill owner’s attitude as shown above, over
which we could have no control.

(8) The fundamental proposition before the Board is the following :—
(First) what are the natural advantages; secondly what reasonable assur-
ance can be had that eventually the Industry would be able to
dispense with protection: thirdly that without protection the
Industry would not develop very rapidly.

(Firstly) 1t 1s not necessary to dilate on this point as sufficient has been
said already to show that the Industry situated as 1t 1s on the outskirts of
the extensive Government Salt Works at Kharaghoda does pessess certain
very great natural advantages not only as regards raw material and market
for the fimshed product, but also so far as many other facihities, e.g., of
lahour, transport, material resources of the company, vieinity ot fuel supply
and other Factory needs are concerned, and for our purposes it may I think
be assumed that there 1s no very serous apprehension 1 the mind of the
Board on this score. Moreover Government experts have themselves esti-
mated that as much as 193,000 tons of Magnesium Chloride is annually
wasted 1 the Indian Bitterns (vide page 33 of the printed evidence) of
which only a very small percentage could at present he utihized In regard
to firewood, however, the advantage was negatived by the Preadent on the
wore that a hundred miles 185 too long to draw firewood from and that
sace for space, in the same wagon six times more coal could be carried than
frewood. 1 shall attempt to show that after all we are not so badly off in
ths respect. Kharaghoda 1s within easy access of the fire-wood district, being
only 18 miles from the 1mportant junction station of Viramgam, and although
Godura is the principal centre of supply and 1s over a hundred miles, there
15 pentiful supply availuble round about us and we have ¢xperienced no
difficxlty whatsoever 1n ohtaining all the quantity required at fairly reason-
able ntes.

The other argument that coal can be earried six timex more than wood in
the sane space, 1s open to question. For ou mqury I understand that if a
16-ton le taken and filled up to a certain pomnt it will carry 16 tons of coal
and no nore, tor the simple reason that though 1t can contain more 1if filled
to the brin, the Railway Company would not permit of overlonding  Besides
if only itd can be carmed, that would mean only 3 tons of wood which is
not borne »ut by facts; for 1n actual practice we do get 1n the same class
ot wagon as much as 400 Bengal maunds or about 14 tons of fire wood and
it that be s6 1t would he admitted that there 1s no particular disadvantage
against the kdustry. Moreover there 15 always the possibility of our flues
being adaptea to hurn coal instead of fire-wood if that be found more
economical anc efficient 1n the future. We have, however, preferred fire-
wood so far, o technical advice, as this heat seems more swited to our
production thaneoal.

Readyyecess to the market for the fimshed product.

Page 10 of Oral Fvidence—last paragraph. As pointed out 1n the present
statement, the charge to he incurred hetweenn Kharaghoda and Bombay are
more likely to fall to i, 20 a ton under certa.n conditions, and this 18 bound
to te!ll advantageously @ our costs as layd down 1n Bombay.

Secondly. Ilow can the Industry do eventually without protection?

The President has laid the onus upon us to show whut 1easonable proba-
bility there is of our comp\ting with Germany without some sort of protec-
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tion, having regard to the peculiar advantages they enjoy which enables
them to sell at such low prices. It is not possible to give a categorical
answer or even to assert with any degree of certainty or reasonable proba-
bility, without making some sort of assumption which may be more or less
conjectural and arhitrary and may or may not come true.

Two main questions arise—Assuming that protection 1s granted for say
5 or 10 years to come, what will the import price then be and at what lowest
rate can the Indian Magnesium Chloride be placed in the Bombay market at
that time? In the oral evidence 1 have indicated that in my opinion the
stable import price will more or less rule somewhere between Rs. 3 and
Rs. 8-8 a cwt. as in pre-war days and basing our own cost of production on
an estimated yield of say about 3,000 tons which is well nigh 50 per cent.
less than the maximum capacity of our present plant but which could never-
theless be safely taken as the most economical unit of production and within
our hmits I will try to convince the Board from the accompanying table
of costs that 1f all goes well, we can easily withstand any outside competition
however keen, when the period of protection expires. As 1n the case of the
Steel Industry which the Precaident has guoted, more or less the same stand-
ards might apply here also, viz., that given efficient management and suffi-
cient output, the cost of production would come down to such a level when
our Industry would be capable of holding its own. The information here
given and the figures submitted will 1t 1s hoped enable the Board to deter-
mine as in the case of steel, what 1s the probable price at which imported
Magnesium Chloride would enter India and what would be the probable differ-
ence between ours and the ymported article and to decide what should be
the amount of protection (For comparative statement of production costs
vide Schedule B.)

1 venture to submit that the cost of production rises or falls with the
increase or decrease in production as the figures given in Schedule B, will
show,

Then the other points to consider are that given a reasonable assurince
for the safety of the industry, there may be other local competitors 1 the
field; that a much greater stimulus would be oftered for spending ¢ re-
search work and finding out 1mproved methods of more economic wrking
and for recovering other hye-products which latter though at present pwssible,
could not he worked as a commercial proposition ; that further extensve uses
for Magnesium Chloride as 1ndicated in the report from America be @:veloped
1n the country; and last not least that this might ultimately develp into a
healthy and permanent industry of sufficient importance and dimensbns which
besides giving employment to our own countrymen and fulfilling the needs
of the textile trade, would bring added revenue into the coffers of Govern-
ment without putting any undue burden on anybody. It also neans saving
our country from being at the mercy of the,foreigner and fom so much
exploitation from outside when such excellent material is at han< which other-
wise would go to waste.

On the question of quality as well as the ultimate cost to th® consumer, the
Board has had independent testimony from the Bombay mill-owner’s re-
presentative Mr. Stones which goes to show that our qualyy stands well in
comparison with the German product even though it may ‘ot be as white in
appearance, and further 1t is not an article of daily use or corsumption by
the general public and the cost of a 3rd of a pie per 1b.of cloth to the mill-
owner can safely be considered as negligible. Coming © the question of ex-
port even though it be eliminated from our view at pesent as the President
has remarked, it might be well to consider how far t means added produc-
tion and consequent lowering of costs and whether t would be advisable to
go in for it even if the external trade may not be s profitable in comparison
with the internal sales. Then again we must »t forget that from the
country’s point of view export always means so mwch added wealth to restore
the balance of trade in our favour and this angde of vision should not be
discarded. Moreover it must not be forgotten .hat in granting protection
the Government of India i.e. in other words the gemneral tax-payer alse
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benefits to the extent of 50 per cent. of the nett profits of the company in
keeping with the terms of their agreement.

The Board has to consider how far we have made out a case in favour
of protection and whether in their opinion it would be advisable to let the
Industry die rather than that a moderate amount of protection which hurts
nohody be granted. The ways and means are a secondary question, and
could be adequately settled after careful examination of the various items
and information submitted. Again just now our Factory remains idle for
8 months in the year but when the maximum output 1s assured, it can work
the whole year round which would mean an immense saving 1n charges and
a great advantage could be secured in other respects also.

Although our relations with the Salt Department at Kharagodha are most
cordial, so long as salt remains the main Manufacturing Industry and the
conditions of collection and storage of Bitterns in the Pan area remain
what they are we are greatly hampered in our working and it 1s not possible
for us to dictate to Government even though 1t may mean greater facility
or economy of working for us For their needs have to be consulted first
and ours afterwards.

Diseriminating  Protection.—The President has said that this means
discrimination hetween those industries which would eventually he able to
stand on their own legs without help and those who woald not. Could not
this also apply to the amount of protection needed to keep a particular
Industry alive against foreign aggression, and 1 do not think it can be
urged against us that we have failed to make out a case to show how far we come
under this category and whether a modeiate amount of protection is
deserved or not What that amount should be and for how long and in
what shape or form are questions which we are perhaps not competent to
deal with, and we have no doubt but that the Board will take a broad and
sympathetic view of the matter and see that the industry 15 not wiped out
of existence for no fault of theirs. To argue, that because the Company has
made handsome profits 1n the past and can afford to lose now or shut its
doors 1f 1t cannot stand without protection, also that why should the Board
take money out of the pockets of the general tax-payer to enrich a private
party; and what if this manufacture was started comparatively very soon after
the war, why could it not be improvised again in a similar contingency in
the future, etc , might be answered thus.

True—good profits were made, but those were under extraordinary cir-
cumstances arsing out of the Great War and cannot be looked upon as perma-
nent or likely to be repeated. We were not the only people that made
money—hundreds of thousands of others did the same and more especially
the mills whn were our only customers had their cofters filled to overflowing
and were in no way affected. On the contrary we did a distinct service to
them, for had we not stepped in, the mills would have had either to do
without Magnesium Chlorde or to use other substitutes which might or might
not have suited and they would have had to pay through the nose to get the
foreign article. In fact we filled the gap, gave them a good article and
managed to keep them supplied without a single wall or complaint at com-
paratively 50 per cent. lower value than the foreigner.

.We have paid a few Lacs to Government in royalty—spen* large amounts
in wages and given our mite in the shape of Income-tax, which all meant a
potential nett gain to the country at the rate of about a lac of rupees per
annum as the figures in the printed evidence show and if in spite of that it
is thoughi that the Industry is not worth protecting, it would be more our
misfortune than anything else.

We want not so much additional duty under all circumstances as a dump-
ing duty against unfair foreign exploitation and if you take the instance of
far more advanced countries like Australia and America it will be noticed
that in certain cases hke the Germnn toys and even silks and ready made
clothes, as much as 80 to a 100 per cent, customs duty is levied in America
tor the protection of the home industries.
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‘Fire-wood costs in 1920-21-22 have been as under :—

Purchased Consumed
0Old Balance . Total §
Years. : during the during the
in rupees. vear. Rupees. year.

o Rs. Rs.
1920 . . . . . 1,250 . 31,142 32,392 17,692
1921 . . . 14,700 6,481 21,181 15,103
1922 . . . . . 6,078 6,939 13,017 12,938

Fire-wood costs come to hetween Rs. 35 and Rs. 40 per 100 Deshi maunds=
50 Bengal maunds laid down at Kharaghoda duly cut and stacked and after
allowing for wastage and less per centage, ete. It would also depend upon
the class of wood and the distance from which it has to be brought. We
do not burn coal—but the approximate price for good 2nd class coal may come
to about 22 Rs. a ton at Kharaghoda I think.

Transport and Ilandling charges.—I have ascertained and find that those
gshown 1n our previous statements 1eferred to charges incurred on Magnesium
Chloride only wherever sent after the same had been put in wagons at
Kharaghoda. Freight inwards and outwards and costs incurred in handing
all other material are detailed under cther respective heads, e.g., fuel or
drums or Factory and so forth,

Paching charges.—At the rate of Rs 7 for each drum containing 7 cwts.
Magnesium Chloride the cost comes to Re. 1 per ewt. as per separate details

below.

Rs. 5. Cost of 11 sheet used, weighing about 25 lbs. at the rate of
Rs. 28 per ewt. (This was the cost of our old drums when the
statement was prepared.)

Re. 1. For sundry material like painting and soldering, rivets, etc.

Re. 1. Making charges.

Rs. 7

Just now owing to the relatively chenper cost of drum sheets as well as
labour—the packing would come to at least 2 annas per cent. cheaper than
before.

Radway freights.—A schedule of various concession rates both in Bengal
maunds and per cwt. now 1 force is submitted herewith (vide Schedule C).
The relative distances from Kharaghoda in miles are also shown. They are
of course for hulk and not for small consignments.

Selling commissions.—Our experience tells us that it is often more economi-
cal and effective to work through influential agents than departmentally.
Besides, the latter does not necessarily mean much saving, as otherwise we
would have to employ a fairly adequate staff which would swell our establish-
Jaent costs.

Depreciation charges—A statement (vide Schedule A) showing the per-
centages allowed by Government both for purposes of our agreement with
them as well as for Income-tax 1s submitted herewith.

Income-tax figures.—Both as regard actual amount of tax paid and the
amount on which it was assessed are not ascertainable from our own books.
They could only be obtained from the income-tax authorities at Ahmedabad
where we are assessed every vear. In their notices as well as in their payment
receipts, the income-tax authorities do not show any figures separately even
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+hough requested and hence I am unable to furnish the Board with the
requisite information.

The figures published in the printed statements present the actual state
of affairs as adjusted in our own books of account and we regret it is not
-possible for us at the present moment to determine the exact difference in
total earnings and depreciation as requested. It is true that in good years
we carried more towards depreciation though only a portion thereof was
allowed to be written off for purposes of income-tax.

Salt being an Imperial monopoly and the Pritchard Salt Works of Govern-
ment being worked departmentally, our Magnesium Chloride Industry at
Kharaghoda is subject to the supervision of the salt authorities and under
the existing agreement with the Secretary of State whatever royalty was
paid hitherto or profits accrue herveatter would go to the Government of India
and not to the Bombay Government after accounts are audited by the account-
-ants and checked by the Chief Account Officer of the Government in Bombay.
It would not be possible 1 think to revise the question of royalty with a view
to obtain a refund from the Government as suggested hy Mr. Ginwalla.

Royalty.—It is argued that according to the existing terms, we are first
allowed a return of 10 per cent. hefore dividing the profits with Government.
This is not literally true nor does 1t benefit or help us materially—for tho
reason that in lieu of this we are not allowed to charge the interest on capital
as well as income-tax to the revenue account. These two items often swallow
up much more than the 10 per cent. allowed on gross expenditure, and
after all they ure out of pocket items so far as we are concerned and fall
entirely on our shoulders 1n bad years when nothing is earned. Besides the
loss 15 also ours. Because the sharcholders have get their capital back under
‘certain extraordinary und abnormal conditions 1s no reason why they should
go on losing without any hope of return under persistent ill-luck or unfavour-
able conditions inspite of their best endeavours or without any fault on
their part.

Lastly unless the production and sales are sufficiently enlarged it would not
be possible to make any decent return after meeting the half share of Gov-
ernment, and it would leave but a bare margin to the Company for all their
capital and zeal and work and risk of Joss and in arriving at a fagure of cost
and a reasonable margin of profit the Board should kindly take all these factors
into consideration and adjudge the protective duty accordingly.

SCHEDULE A.

Statement of Depreciation on the fixed capital erpenditure for the year
1923 prepared by the Managing Partner Mr. . S. Lalkaka.

T Deprecia- | Deprecia-
Heads. Particulars. Capital tion Itum
amounts.
per cent. allowed.
4
e —
Bs. 4 .| Rs. a »
1 Bittern Settlers . . . 3,388 0 0
]
Sweet Water Tank . . . 722 6 0
Bittern Reservoirs . . . ] 16,140 0 0
Miscellaneous Small Tanks and 788 0 0 1
Cisterns. |

21,5338 6 0! 210 538 7 6
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Heads.

II

II

: Deprecia-| Deprecia-
Particulars. ag?::;zls tion tion
) per cent. allowed.
Rs. a. P Rs. 4, P
Magnesia Shed . . . . 8,491 8 0
Chimney . . . . . 472 6 0
Store Rooms . . . . 360 2 0
Miscellaneous guarters . 3,262 3 0
Laboratory, Kitchen and Out- 2,027 0 0
houses.
Two Bungalows 26,000 0 0
Motor Shed . . . 2,000 0 0
Boiling Fluids . . . . 1,864 0 O
Railway Siding and Ramp . 6,200 0 0!
Additional Shed and Bromide 6,280 4 0O
Plant.
Drums Factory . 5179 0 0
62,145 6 0 5% 3,107 4 3
Cooly Quarters . 3,000 0 O
Clerks’ Rooms . 600 0 O
3,600 0 0 10% 360 0 0
Motor Rail Car . . . . 32,000 0 0 20% 6,400 0 0
Steam Engine Boilers Pumps, 5,366 13 9 "% 268 o 6
Pulleys, Mechanic Shop, etc.
Copper Pans and Pipes . 15,000 0 O
600 0 0
15,600 0 O 7% 1,170J0 0
Sundry New Additions . . 1,606 2 0
GRAND TOTAL . . |1,41,807 1 9 11,844 1 3
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SCHEDULE B.

Comparative Statement of Production costs (approzximate only) on an esti-
mated yield of 3,000 tons as against 1,000 tons per annum.

Over 3,000 tons= Over 1,000 tons=
60,000 cwts. 20,000 cwts.

i
| @ about per @ about per
cwt. cwt.

Rs. Rs. A. P Rs. Rs. 4a. P.

Bitterns Collection calculating 15,000 0 4 0 6,250 05 0
2} tons Bitterns to 1 ton of
Mag. Chlonde.

Labour and Factory charges at 18,750 05 0 7,500 0 6 0
Kharaghoda works.

Fuel—say Firewood required 26,250 070 10,000 0 8 0
at the rate of Md. 1} per cwt.
of Mag. chloride and calcu-
lating the price to be Rs. 40
per 100 mds.=50 Bengal
Maunds only.

Packing at the rate of 3 drums 52,500 014 0 20,000 1 00
to a ton.

Depreciation calculated on pre- 11,844 0 3 13 11,844 0 9 53
sent Block A-C of Rs.1,41,000
at rates allowed, by Govt.
Vide Schedule A. i

Interest charges on say Ra. 17,500 0 4 8 12,250 0 9 9}
2,50,000 in case of large out- i
put and Rs. 1,75,000 roughly
on a smaller output, the
block account being the same
in both case. at 7Y%, rate of
interest.

Establishment and supervision 12,000 0 3 2% 6,000
charges, rents taxes and sun- '

dries, contingencies, etc. ‘

|
| !
Rs. 1,563,844 |i.e. 2-0-0 per Rs. 73,844  |i.e. 3-11-0 per
l [ cwt. cwt.

Add freight and handling in Bombay with selling commissions and margin of
profit for the Company.

Norr.—This shows that even after allowing for certain variations, there is
ample scope and every possibility of reducing our cost by at least Rs. 15 to
Rs. 20 a ton if not more What a tremendous difference and saving that
would mean in overhead costs, on a sufficiently large output? This is enough
argument to prove that with due encouragement the industry can hold its
own, and be independent of any protection in due course when this additional
duty is taken off.
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SCHEDULE C.
Traffic Superintendent Office,
Bombay,
Dated 19th June 1924.
Copy.
No. R. 904/14/69.

Memo. with effect from the 20th June 1924, Bittns. C. C. D. R. L. from
Kharaghoda to the following stations will he clmrged as under . —

Approximate mileage from Kharaghoda. P‘ﬁﬁi’:ﬁ"l per cwt.
Rs. a. Rs. A. P.
Indore 0 9 0 012 6
Ujjain . 0 810 012 3
700 Delhi Queens Road or Dellu L. Gato 012 3 111
Cawnpore . . . . 01311 1 8 6
60 Wadhwan . . . . . . . 0 2 9 0 310
90 Nadiad . . . . . . . 0 3 4 0 4 8
180 Surat . . . . . . . 05 9 0O 8 0

58 Ahmedabad . . . . . . 0 2 9 .
plus town duty @

0-1-6 -

043 annas per 0 510
Md

375 Bombay . . . . . . . 0 6 2 0O 8 8
Morar Road . . . . . . 012 3 1 11
Agra Fort . . . . . . 012 3 111

SCHEDULE D.

Imports of German Magnestum ('hloride vn 1924 from Bombay Customs
returns.

Months. Cwts. Import Price per cwt.
Rs. A, p.
January . 8,719 2 9 0
February . . . . . . . 9,328 2 9 6
March . . . . . . . . 3,810 213 6
April .. . .. 842 3 09
May 5,663 3 2 3
June 708 3 09
July 3,265 311 6
August 3,279 4 79
September .. RPN
October . . . . . . . . 4,105 4 8 0
39,719 Total for 9 months.
November.
December.

Note.—There has been no new production at Kharaghoda, our factory
being shut down for the past 2 years. The above total comes to say 40,000
cwt.=2,000 tons, the total import value being Rs. 1,26,057 or Rs. 63 a ton.
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Statement VII.—Further supplementary statement submitted by the Pioneer
Magnesia Works, dated the 17th January 1925.

Referring lo our letter, dated December 14th, with accompanying supple-
mentary statements as required, I have the honour to inquire whether the
Board have come to any decision and if not when our case is likely to be
decided finally and the result made known to us.

Since supplying the mmport figures mentioned in our last statement,
additional figures up to December 1924 have been furnished to us from the
Bombay Customs Returns, which we bheg to write below for the information
and guidance of the Board : —

1924, Forcign Tmporia | Tmport value A;:;‘C’:’ﬁ.i“}fgf;“
wt.
) Rs. A, P
From January to August 35,614 1,07,598 3 0 14
September 6,518 26,103 4 0 0O
October 4,105 18,459 4 8 0
November . 6,785 33,711 415 6
December . 15,594 66,600 4 4 4
ToTAL 68,616 2,52,471 at 3 10 7 per
cwt. averag:.

(i.e., 3,430 Tons about.)

It will be seen that a large quantity has come in during the last month and
a goodly portion of it is sold in the market at even below costs in some cases.

Unless urgent steps be taken to stop this dumping, our industry, we fear,
is doomed and we should be obliged if the Board will be pleased to do some-

thing in the matter.



THE PIONEER MAGNESIA WORKS, BOMBAY.
B.—OzaL.

Oral evidence of Mr. B. S. LALKAKA, General Manager and
Partner, recorded at Poona on 21st November 1924,

DPresident.—First of all, there is one point to be cleared up. In your
original representafion you asked for 200 per cent. duty, but in your answer
to the Questionnaire you say that the amount of protection necessary is an
ad valorem duty of 50 per cent.

Mr. Lalkaka.—I only took a hypothetical case. At the time when the
original scheme was put forward German magnesium chloride was coming at
about Re. 1-8 to Rs. 2 a cwt. which would hardly be enough to cover the
handling and the freight charges from Kharaghoda to Bombay. 1 thought
that unless 200 per cent. protection was given under such circumstances
it was impossible for the industry to go on and that was why T made that
proposal.

President.—Surely the c.i.f. price was never as low as Re. 1-8 a cwt.?

Mr. Lallaka.—It was.

President.—The Millowners’ Association told us that the lowest selling
price in Bombay was Re. 1-12.

Mr. Lalkaka.—It was between £1 10s. to £1 15s. per ton c.i.f.

President.—The lowest figure the Sizing Materials Company gave was for
June 1923, viz., £2-17-6 a ton, which at 1s. 4d. exchange, came to Rs. 42-12.
That is the lowest figure we have had for the c.i.f. price. We have, however,
been told that the selling price in the bazar was a good deal lower. You
will admit, I thinlg. that, if there is a case for Protection, the duty should
be based on the c.i.f. price and not on temporary fluctuations in the bazar
price, due to overstocking. This 200 per cent. proposal was based, 1 under-
stand, on a price of Re. 1-8 per cwt.

Mr. Lalkaka.—Yes.

President.—That would mean a duty of Rs. 3 per cwt. Is that what you
were aiming at?

Mr. Lalkaka.—It would come to somewhere about that.

President.—How much did you think the duty would be? Had you any
definite idea in your mind?

Mr. Lalkaka.—What T had in my mind was to bring the cost of the
imported article to apparently the lowest cost of production at which it could
be placed in Bombay.

President.—But had you any definite idea as to the amount of duty in
rupees per cwt.?

Mr. Lalkaka.—Supposing the German price was Re. 1-8 in Bombay then
the amount of additional duty that would have to be levied would be about, say,
Rs. 2 per cwt.

President.—That would only raise the price to Rs. 3-8. Moreover, if the
import price is Re. 1-8, a duty of Rs. 2 is not 200 per cent. Finally, it is
difficult for me to believe that you regarded Rs. 3-8 as a price that would
pay you.

Mr. Lalkaka.—Tt would not pay us.

President.—What is the good of it then? What is the use of putting on
a very heavy duty if it is not going to pay you? What I jmagined you meant
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was that, if the price was Re. 1-8, you wanted a duty of about Rs. 3 per cwt.
I want to know whether there was anything definite in your mind, or
whether you asked for 200 per cent. on general lines. If you had nothing
definjte in your mind but simply thought that the price being so extraordi-
narily low the duty would have to be very heavy, it is quite open to you to
say that.

Mr, Lalkaka.—That was in a general way the idea.

President.—In your answers to the Board's Questionnaire (Nos. 103 to
105) you have asked for a specific duty of Re. 1.8 which you said was about
50 per cent. ad valorem. 1f you meant that the c.i.f. price in Bombay was
Rs. 3 a cwt. that would raise the price in Bombay to Rs. 4-8. At the same
time the price of Re. 1-8 plus 200 per cent. also comes to Rs. 4-8. Ts ahout
Rs. 4-8 the price you want to get?

Mr. Lalkaka.—I should think so. That would just cover it, and 1 have
worked out the figures.

President.—] will turn now to the fundamental proposition before the
Board. The Fiscal Commission laid down certain conditions which should
ordinarily be satisfied before Protection is given. These conditions need not
be satisfied in the case of very important industries which are necessary on
national grounds. But I do not think vou will maintain that the Magnesium
Chloride industry is on a par with the Steel industry, so that we must treat
it as one of those that fall under the ordinary conditions. I do not think we
need dwell upon one of the conditions, which comes second in the order. But
the two important conditions are (1) that the industry should possess natural
advantages and (2) that there should be reasonable assurance that even-
tually the industry will be able to dispense with Protection. The third
condition was that without Protection the industry would not develop very
rapidly. There is no need to ask any particular questions on that, as it will
follow from the evidence given on other points. But the other two conditions
are very important. I would like you to tell us what natural advantages the
industry possesses.

Mr. Lalkaka.—I have already indicated them in my answers. We have
an abundance of raw materials as much as to manufacture three or four times
the needs of India. They are situated at a very convenient locality. The
market for the finished product is practically near at hand. Then in pomnt
of railway facilities we have nothing to complain of. We are getting enough
railway wagons to despatch our goods. In the Government salt works they
have got a network of railway lines and we have connections to the factory.
‘We can send out our goods to different parts of India and there is no lack of
goods wagons for us because, salt being the mauin industry, there are a
number of wagons always available at the salt factory, and we find no
difficulty in getting wagons. In point of fuel—we use firewood—we find it
somewhere round about.

President.—You have told us ‘‘firewood which is the principal fuel is
brought from a distance of 100 miles.”’

Mr. Lalkaka.—We can also get it from Viramgam which is about 18 miles
distant. The answers to the Questionnaire were drawn up in my absence.

President.—You had better send us the right answer. T should not say
myself that, if the fuel has to be brought from a distance of 100 miles, vou
have any particular natural advantage. It is a bulky article and would not
stand a heavy freight charge.

Mr. Lalkaka.—For that matter the Ahmedabad Mills get their coal from
several hundreds of miles.

President.—My point is rather this.* Tf you take the relative weight of
coal and wood, you can carry about six times the quantity of coal in the same

* This passage has been misreported. The exact form of the question
cannot be recalled. but the point raised was the relatively low calorific value
o1 wood as compared with coal.
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space. Wood takes more space. This answer that you have given about.
firewood, that 1t is brought from 100 miles, is apparently misleading, and
it is perfect]y open to you to send us a revxsed answer.

Mr. Lallaka.—Yes.

DPresident.—Do you consider that you are all right in respect of labour?

Mr. Lalkaka.—] see they have given a wrong answer. We find no difficulty
as regards labour and it is found at very close quarters.

President.—I remember reading in one of the documents you have sent
us that the labourers in this area are accustomed to work in salt manufacture,
and are a very hardy and vigorous race of people and work very well. But
it would be a very difficult matter, T imagine, to compare labour conditions
in  Stassfurt in Germany and those 1n Kharaghoda. Quite possibly in
Germany they use labour saving appliances on a large scale. In the ordinary
sense you seem to he advantageously situated as regards labour, and I do not
think there will be any disposition on the part of anybody to contradict that.

Mr. Lalkala.—T should think we are very advantageously situated ss
regards labour and moreover we do not require much labour.

' President.—So the advantages you claim are—

(1) An abundant supply of raw materials, i.e , the hitterns, or ¢ mother
hiquor’ out of which the sodiun chloride has heen taken.

(2) Large markets at a reasonable distance.

(®) Cheap fuel (T am a little inclined to question this advantage).

(4) Abundant and cheap labour.

(5) Good railway communication and facilities for transport.

You say you are advantageously situated in being near your market. How
far off are you?

Myr. Lalkaka.—For instance, Almedabad is only 60 miles from:
Kharaghoda.

President.—Take Bombay, which 1c the igger market of the two. You
have told us that, after you have made the magnesium chloride, packed it
and put 1t in the truck, it costs you Re. 1-8 a cwt., before you can deliver
into the mill at Bombay. It comes to Rs. 30 a ton. If the distance from the
market, as measured in money, 1s Rs. 30 a ton T do not think you have:
an advantage in this respect.

Mr. Lalkaka.—Where have T stated that?

President.—You sav ¢ supposing the Companv’s lowest cost of production:
comes to ahout Rs 3-2 per cwt., f.o.r. Kharaghoda, plus handling and railway
treight and godown charges in Bombay amounting to Re. 1-8 extra it wilh
mean Rs. 4-10 at least in Bombay.”

Mr. Lall:aka.—Yes, because we have got the disadvantage of double
handling.

President —My point is this. If it costs you hetween the factory and the
market Re. 1-8 in freight, transport, handling and godown charges, or Rs. 30
a ton, you are not advantageously situated. You are disadvantageously
situated, and it is a very heavy charge. That is my point. As regards
Ahmedabad it is true that you have an advantage but as regards Bombay,
if this figure of Re. 1-8 is correct, then it is a very serious dlsadvantage

*Mr. Lalkaka.—We have lately tried to minimise this cost.

President.—You would naturally do so, because it is very heavy. But it
is very difficult for you to say that vou have natural advantages as regards
ready access to your market. Perhapa when we come to asking you in detail
about various items of cost, you will tell us about it.

Mr. Lalkaka.—When T am calculating Re. 1-8, T am calculating on deli-
vering the thing at the mill premises, whereas in the case of foreign magnesmm-
chloride they charge these things separately. They only calculate the c.i.f.
price.
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President.—The information we have had so far is that the people whor
fmport magnesium chloride are either selling at a 50 per cent. profit or at a
50 per cent. loss. It is either a squeeze or a slump, and, therefore, it is very
difficult to say what charges they are incurring because it seems to be a
curious market. However, the point is that, unless you can bring down the
charges to be incurred between Kharaghoda and Bombay to something under-
Rs. 20 a ton, I don’t think you have got any advantage at all.

Now let us go on to the other condition laid down by the Fiscal Commission»
that eventually the industry should be able to dispense with Protection.
What have you got to say about that?

Mr. Lalkaka.—That would depend on what wounld he the prevailing price
of the imported article.

President.—That T fully admit. We will come to that when we go more:
deeply into the figures, but are there any general remarks that you can make?

Mr. Lalkaka.—1 have one remark to offer. Supposing we are able to
increase our production and compete in foreign markets, that would reduce
our cost of production. T am very hopeful of exporting some of our material
to England and to America.

President.—If that were a practical proposition at the present moment, T
should ask you what conceivable reason there is, why you should come to
the Board and ask for Protection® Surely the export of magnesium chloride
is not a practical proposition at the present moment because. if it is, we
should have to consider whether it was worth while considering the question
of Protection or not. You mav he able eventually to bring down vour cost
of production to such an extent that yonm would not only capture the Indiam
market, but invade the foreign markets. But I am afraid you have got to go a
long way before you can attain that.

Mr. Lalkaka.—TIf we could increase our sales in the Indian market that
would give us a chance of lowering our cost of production.

President.—I don’t see that your figures establish that. They establisk
rather the converse proposition. In the yvears of lower production the cost
goes up, but in the years of highest production the costs do not go downm
very low.

Mr. Lalkaka.—In those years we had to pay heavily for packing material,
etc. We had also to pay very high charges for labour.

President.—You have told us that the magnesium chloride which is made:
in Germany comes from the Stassfurt salt deposits, and that the deposits
there are exceedingly rich in certain very valuahle natural salts, e.g.,
bromides, iodides, potassium chloride and so on. Do these exist 1n the Khara-
ghoda salt?

Mr. Lalkaka.—There is just a trace.

President.—T gather that at Stassfurt in order to recover these more
valuahle salts they have to remove the magnesium chloride, and that it is only
& bye.product, so that they have got a natural advantage because, if it is merely
stuff which has to be removed in order to get the potassium chloride, bromides
and so on, they can afford to sell the magnesium chloride at almost any price,

however low.

Mr. Lalkalka —That is so.

President.—There is also this further point that these deposits are abun-
Jant and are very rich and are likely to last for a great many years.

Mr. Lalkaka.—T dare say, yes.

President.—How then do you think the Tndian magnesium chloride is
going to compete with theirs? There is a very great natural advantage
which Germany possesses.

Mr. Lalkaka.—You are considering the time when we should be able to do
without Protection?
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President.—Yes, at any time in the next 30 and 40 years. At the end
of 100 years they might have used up all their salts and then you might have
a chance, but that 1s looking too far ahead?

Mr. Lallaka.—That is a very difficult question for me to answer. Consi-
dering the uses to which it is put in other countries one might hope that in
India certain other uses might also be found for it which will increase its
consumption.

President.—But surely the world price of magnesium chloride is going to
be determined in other countries. The demand for magnesium chloride in
India 1s only a small proportion of the world consumption, and therefore the
question of the demand in India is not very important. The real question
15, If Germany has such great natural advantages, how do you hope within
the next 30 years that the Indian product will be able to hold its own without
Protection or assistance of some kind?

Mr. Lalkaka.—1 cannot say anything definitely of course.

President,—You see, the onus is upon you. It is for you to show that
the conditions are satisfied. If you cannot satisfy us, what are we to do?

Mr. Lalkaka.—The thing is that in the case of increased demand we can
have larger output and thus lower the cost of production. Also some im-
proved method may be found which will lower the cost of production.

President.—Of course we cannot get a certainty in any industry. What
we look for is a reasonable probabihity, and if the conditions under which
magnesium chloride is produced in Germany are such that they can sell at
a very small price, how 1s it possible for you to do without some sort of
assistance P

Mr. Lalkaka.—We may also be able to reduce our cost of production. For
instance, epsom salts can be produced; on account of its cost of production
we are not doing it at present. It is quite possible we may be able to find
out a process under which other salts may be produced which will lower our
«cost of production.

President.—But should you not have discovered those processes before
you came to ask for Protection.

Mr. Lalkaka.—Protection is only going to be given for a short period
after which it will stop.

President.—That is not what the Fiscal Commission said. They did not
say ‘let them try and experiment tor 10 years and, if they cannot make
good, then withdraw the Protection.” What they laid down was that, unless
the Board were satisfied that there was a reasonable probability that even-
tually the industry would he able to hold its own without Protection, Pro-
tection ought not to be given. The reason why I am putting this to you
is because this is a real difficulty you have to meet.

Mr. Lalkaka.—With due deference I would submit this whether it would
he advantageous for the countrv to give Protection to the industry which
fulfils certain conditions or whether it would be safe to let it die?

President.—A policy of discriminating Protection was what was adopted
by the Government of India and the Legislature, and the policy of dis-
criminating Protection means infer alia diserimination between those indus-
tries which would eventually be able to stand on their own legs without help,
and those who would not.

M. Lalkaka.—There is also the question whether by granting Protection
vou are affecting consumers adversely or not.

President.—Surely we must take the points in order. First of all you
have got to establish the fact that eventually this industry of making
magnesium chloride will he able to do without Protection.

Mr. Lalkaka.—What sort of assurance can I give?

President.—Let me put it to yon in this way. Look at the Steel industry
They pointed out the extraordinary abundance and richness of the iron ore
some of which are the very best in the world. They also pointed out that their
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coal is abundant and within easy reach of the iron ore. At present the cost
of production of steel is a good deal higher than in other countries. Never-
theless, the Board were satisfied that eventually, given efficient management,
the cost of production would come down to a level where the industry would
be quite capable of holding its own. Have you anything to tell us of the
chances of producing magnesium chloride at such a cost that you can compete
with magnesium chloride produced in Germany?

Mr. Lalkaka.—That is a very difficult proposition to answer. But I can
guarantee that after five years my cost of production ought to be such and
such, that it would be less than what 1t is at present.

President.—Are you definitely of opinion yourself that eventually you will
be able to dispense with Protection?

Mr. Lalkaka.—] am honestly and confidently of opinion that eventually
it would bhe able to compete with the toreign product without Protection

D’resident.—Can you tell me in general terms what your reasons are?

Mr. Lalkaka.—I am hopeful of reducing my cost of production and of
finding certain improved methods by which we may be able to recover certain
other bye-products and thereby reduce further the cost of production

President.—That is to say, vour hopes are mainly tounded on the belief
that vou could bring down your cost?

Mr. Lallaka.—1 bhelieve so.

President.—1 will pass on to another point. You may have locked at
our Steel Report and the general Iine we took. We tried to determine what
was the fair price to the Indian manufacturer. We tried to ascertain what
was the prohable price at which imported steel would enter India, and we
took the difference between these two prices as the measurs of the Protection
required. How are we to determine what 1s the price at which magnesium
chloride will he 1mported? You will admit it 1s going to be rather difficult
T have got here the average c.i f. prices supphed to us by the Sizing Materials
Company. In April 1923 the price was £4-5 per ton. 1n June 1t dropped to
£2-17-6, in October it rose again to £3-2-6, 1t remained between £3 and £4
until April 1924, after that 1t was between £4 and £5 until it went up to
£6 1 October.

Mr, Lalkaka.—The quotation I have got only to-day is £5-10.

President.—If the price is hable to fluctuation between the himits of £3
and £6 a ton, it will be a somewhat troublesome business to fix any scheme
of duties. R

Mr. Lalkaka.—To my mind the stable price whicli would prevail would
be somewhere about Rs. 3-8 per cwt. 1 have got rupee prices here. 1 got
them from the monthly returns from the Bombay Customs showing the
quantity imported.

President.—J have always found that the figures in the Trade Returns for
values are not very reliable. However. we shall be very grateful if you
would bring any figures you have already given up to date in a supplementary
statement.

Mr. Lalkaka.—Yes, I will.* Just looking down these c.i.f. prices, on the
whole they appear to be accurate although my idea is that the minimum
price from Germany was £1-17, whereas they mention £2-12-6.

President.—We wrote to three firms and we shall no doubt get all the
information they can give us. But this is the only answer we have got so
far. I don’t think that vour figures from the Customs returns support such
a low figure?

Mr. Lalkaka.—The lowest we had from the Customs was Rs. 2-13-5 for
this March. T also got the figure of Rs. 2-13-0 for September last year.
That is fairly low.

President. —That would be Rs. 34 a ton.

* Not received.
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Mr. Lalkako.—Yes.

President.-—~That is a good deal lower than any figure the importing
firms have given us. What 1s the price to-day?

Mr. Lalkaka.—£5-10-0. My letter says that. 1t is for 20th November
-c.i.f. Bombhay.

Presudent.—You have told us that the price will eventually settle down te
what it was hefore the war, 1.e.. Rs, 3-8 a ewt. It 18 quite possible that you
are right  But 1t 1< difficult for the Board dogmatically to make propotsals
on an assumption of that kind, and even supposing you are right, it is quite
possible still that wide oscillations may continue for a long time. There is
a difficulty there because, if the price went up straigktway to Rs. 5 a
cwt., you would not require Protection, but if the price went helow Rs. 3
and settled there, the amount of Protection would not be enough to enable
you to compete at all Therefore it is a complicated problem. To what do
you attribute the rise in price during the last six months?

Mr. Lallaka.—According to my information this trade is in the hands of
certain rings, big chemical syndicates. The whole of the magnesium chloride
England consumes is imported from Germany. Germany exports 12,000 tons
to America according to the report 1 have got. Probably all other countries
are importing from Germany. Germany is also sending to India about 2,000
to 3,000 tons. 1t 18 a tairly g trade. Probably for all chemicals—and with
them, for the magnesium chloride, there is a syndicate which captures the
bulk of the material, and according to the fluctuations of the market they
make the price higher or lower.

President.—] quite understand that. But what is the reason why they
‘have put their price up during the last six months?

Mr. Lalkaka.—1t 1s not only magnesium chloride that has gone up but
the price of several articles in which Germany specialises has gone up.

President.—Do you attribute it to the stabilizing of the mark in Germany?

Mr. Lalkaka.—The prices of food supplies have gone up and the reason
why Germany has been maintaining its market is that the labour is working
very hard there.

President.—But that would be a reason for the cost going down.

M. Lalkaka.—Prices would be much higher but for the fact that labour is
working very hard. T was in Hamburg and Berlin recently.

President.—How long are these conditions likely to last? Do you think
that these high prices in Germany are likely to last?

Mr. Lalkaka.—A friend of mine had a report from one of his English
agents that the syndicate is boosting up the prices just now and, as soon ar
the stocks are sold out, the prices are sure to come down.

President.—Does the syndicate own the actual source of raw materials?

Mr. Lalkaka.—No. It is only a commercial syndicate.

President.—Tt seems doubtful therefore whether prices will settle down
at their present level, and vou think they will go back to Rs. 3-8?

Mr. Lalkaka.—That is my belief.

President.—Could you just tell us why you think so?

Mr. Lalkaka.—Because, as I said, they have a natural advantage. Tt
.comes to them as a bye.product and therefore practically their cost of produc-
¢ion is nothing. Thev have not got to manufacture and there is no expense
on fuel or other things. There is only the cost of packing and freight which
.48 very low. 8o they can always afford to sell at much cheaper rates.

President.—But is there any special reason in your mind for fixing Rs. 3-8
a cwt. as the limit beyond which the price will not fall?

Mr. Lalkaka.—Under normal conditions prices will be maintained at that
Nevel. "That is what J am inclined to believe. The cost of packing, of course,
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may vary. Of course it must cost them something which they are able to
judge beforehand.

Mr. Ginwala.—How much do you put for packing?

Mr. Lalkaka.—Our packing costs over Re. 1 per cwt. and their packing is
inferior. They are packing in ordinary black iron drums and sometimes the
magnesia wholly leaks out from the drums. But the merchants sell them on
the invoice weight. I consider that their packing would cost them about
8 annas a cwt.—or half of our cost.

President.—What 18 their treight?

Mr. Lalkaka.—The freight 1s 25s. a ton from Hamburg to Bombay. This
comes to 13s. a cwt. and at par value it comes to 14 annas to 156 annas. This
is sea freight. T do not know the exact Jand distance it. comes from.
Stassfurt is in Saxony and it should come v:d Chemnitz and the distance
may be put at about 400 miles. T cannot say what the land freight would
be, but for argument’s sake 1 think 1t may be as much as the sea freight
from Hamburg to Bombay.

President.—But not so much if 1t is transported by hoat. A lot of
heavy stuft is transported in that way 1n Germany. You made allowance for
sea {reight to Bombay and for lahd freight to get to Hamburg and for the
packing and tor other expenses they have got to cover, and that is why you
fixed 1t at Rs. 3-87?

Mr. Lalkaka.—Yes.

President.—T have examined your cost of production under the various
sub-heads. First of all you give us the cost of bitterns. I have worked out
the average for the last three years and that cames to 4 annas a cwt. What
exactly 1s covered by this item? 1s it the cost of collecting it?

Mr. Lalkaka.—Yes. Practically that.

President.—Would there be anything in the nature of storage charges?

Mr. Lalkaka.—We have huge reservoirs which can hold 500 tons at a
time and there we allow it to settle. There might be some leakage on account
of evaporation and we cannot get the exact quantity we store.

President.—You have told us how much you have spent on these bitterns
and I took into account what has actually been spent. Is that right?

Mr. Lalkaka.—Yes.

President —In this particular item do you think 4 annas is al} right?

Mr. Lalkal:a.—Between 4 annas and 5 annas.

President.—Is there likely to be any saving there?

Mr. Lalkaka.—It is more or less fixed.

President.—1f you were going to collect a larger quantity of bhitterns,
vou would have to employ more men.

Mr. Lall:aka.—We pay our labourers at so much per drum. We may be
able to make some economy.

President.—1f you are paying by piece-work T do not think you are going
to get that saving.

Mr. Lalkaka.—We pay at so much per tin. We are bound down by certain
conditions prevailing in the salt works Tt is the main industry which is
done in certain months of the year. They would not allow our bittern
wagons to go at those times, and we have to bring them at odd times, and
we have to make the most advantageous arrangements possible at that time.
We have to pay 1 anna per tin and we might bring it down to 3 anna.

President.—There might be a shortage of lahour and then the wages might
go up. What is your season for collecting bitterns?

Mr. Lalkaka.—After October thev hegin to put the pans in order. They
commence taking the first brine water some time about the beginning of
November. They then allow it to settle down for ahout eight or tan weeks
and then let off the ¢ mother liquor ’ somewhere about the middle of January.

D
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That is the first time we are allowed to draw the ¢ mother hquor.” Then they
take fresh brine and allow 1t to evaporate for about eight weeks more. We
are allowed to collect the second crop i March, which means that the season
1s practically between January and June each year, because in the monsoom
the Agurs are 1mpassable and thercatter the old hitterns is mixed up with
a lot of dirt and washed away.

President —Supposing, vou had an output of 4,000 tons, would you then
work the whole yvear round?

Mr. Lallaha.—We would work the whole year round. 4,000 tons of
magnesium chioride would require ahout 10 to 12 thousand tons of bitterns.

President.—Supposing vou are producing 1,000 tons, how long will you
work P

Mr. Lalkaka.—Only for four months.

President.—The next item is factory charges. What is meant by that?

Mr. Lalkal.a.-—That means labour supply in the factory mainly.

President.—Would it include stores, and things like oils, spare parts, etc.?

Mr. Lalkaka.—This is comparatively a very small 1tem.

President.—But anv expenditure on repairs and maintenance would come
under this head?

Mr. Lallaka.—Yes.

President.—The average ot the three years comes to

Mr. Lalhalka.—Yes.

President.—In the year 1920 1t was Re. .89, in 1921 it. was Re. .64 and’
in 1922 it was Re. -34. In 1921, therciore, 1t was a little high. Do you
think that factory charges will be less than 7

”

7 angras per cwt.

7 annas per cwt.?

Mr. Lalkaka.—They have heen less in some years.

President —They were less 1n 1917, 1920 and 1922. But may 7 annas be-
taken as the average labour charges you have 1ncurred ?

Mr. Lalkal.a.—Yes.

President.—Is this 1tem of factory labour, as in the case of labour for
collecting hitterns, one which will go down with higher output?

Mr. Lalkala.—Qute possible.

President.—The next item is fuel. For two out of the three years it was
comparatively low. Re. 62 m 1920 and Re. 48 in 1922, whereas in 1921,
which was a year of low production, it went up to Re. ‘89. You show the
expenditure on fuel 1n 1921 at Rs. 15,103. Would that be the cost of the
coal or wood you actually used during the year, or the cost of the wood you
purchased and brought to the works?

Mr. Lalkala.—What 1 actually used.

President.—That makes it difficult to understand why it has heen so high.

Mr. Lalkal:a —Because ot the fluctuating rates for firewood. In one year
the price is high and in another it is low.

President.—Will you let us have the prices for 1920, 1921 and 1922, the
quantity of coal or wood purchased and the prices paid; and also the quantity
of coal or tuel used, and the current prices for coal and wood ?

Mr. Lallalka.—Yes.*

President.—The average for the three years is about 10 annas a cwt., but
in two out of three it was less than that.

Mr. Lall:aka.—Yes.

President.—There again T should like to know to what extent you think
that item can be reduced.

Mr. Lalkaka.—We are always trying to economise. There was economy
in fuel in 1922, due to an improved flue we introduced.

* Statement VI.
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Lresident.—I1t would be usetul if you would think over it and let us know
what you think should be taken as a normal figure for expenditure under each
head per cwt., preferably on the basis that you are getting an output of not
less than 3,000 tons

Mr. Lalkal.a.—1 will let you have the imtormation.

President.—The next two 1vems ‘“ Transport and handling charges’ go
«closely together. | take 1t these mean railway charges on stores, coal, fuel
and so on, and not the railway charges on your fimished product?

Mr. Lallala.—l1t does.

Lresident.—I1f 1t includes freight to Ahmedabad and Bombay on magne-
sium chloride, that mixes up things horribly  Your works cost should end
when you put your stuff on the rallway wagons. 1f you mix up your works
«costs without distinguishing them from the frenght on what is gong out, 1t
Jeads to great difficulty. Have yvou mcluded that?

Mr. Lall:ala —Yes.

President.—Up to what point?

Mr. Lallala.—In the case of up-country mulls, i.e., those situated outside
of Bombay and Ahmedabad, whoever sends for the goods pays the raillway
dreight. Tn the case of Ahmedabad and Bombay usually we pay it.

President.—For the last three years you will have to separate any railway
«charges incurred on sending the magnesium chloride to Ahmedabad and
Bombay and similarly if there are any transport and handhing charges  [If
you have mcluded handling charges at Ahmedabad nd Bombay, they should
be separated. I, on the average of the three years. these rtems together—
railway charges and transport and handhing—come to ouly 9 annas a cwt.
.and 1l that includes bhoth transport and handling charges, 1 teel. . . .

Mr. Lallala.—On second thought I am mclined to believe that it would
not 1mclude charges on fuel bhecause that would go to ¢ fuel charges.” Then
again, Bombay has during these three years taken absolutely nothing, so
practically all the charges were incurred on sending the stuff to Ahmedabad
which 1s a very small distance.

I’resident —No expenditure that 1s imcurred on finished magnesium chloride
after 1t has lett the works 18 part of the works costs. It 18 very important
that we should know what these charges are, but they are not parts of the
works costs. .

Mr. Lall.aka.—l understand.t

President.—Atter that comes some miscellaneous charges—sundries, rents
and taxes, ete. Kven taken all together, they are nov very important. The
whole four come to about 3 annas a cwt. on the average of four years. Then
there 1s an 1tem which 1s called ¢ Establishments, allowances, etc.”” The
fluctuations are most extraordimary. They are Re. 49 in 1918, Re. *16 1n
1919, Re. 18 1n 1920, Re. 71 1n 1921 and Re. :24 in 1922 The onlv point
about that is that one does not quite understand why it should fluctuate
in such a violent way. What do these mean?

Mr. Lall:aka.—Practically it means the office in Bombay, the office in
Ahmedabad and the Manager who used to be maintained at Kharaghoda.

President.—These are rather of the nature of what we usually call ‘ over-
thead charges.’

Mr. Lalkaka.—Yes.

President.—Ts there any particular explanation for the fluctuation?

Mr. Lalkaka.—In that particular year there might have been one or two
extra men employed, and further the production of that particular year,
viz., 1921, was the lowest on record which added considerahly to the cost
under this item.

* Statement VI, Schedule B.
1 See Statement VI.
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President.~~Then there is this item of * Drums and packing.” What do
you make the drums out of P

Mr. Lalkaka.—Galvanised sheets. We buy sheets and make the drums on
the spot either on contract or departmentally.

President.—How much does one of these drums contain?

Mr. Lalkaka.—About 7 cwts.

President.—How much does each drum cost?

Mr. Lallaka.—Somewhere between Rs. 7-4 and Rs. 7-8.

President.—And you say that your magnesium chloride is better packed
than the imported stuff ?

Mr. Lallaka —T should say so, and anybodyv would agree to it.

President.—1 take it that you have no hope of being able to reduce this
particnlar item?

Mr. Lalkaka.—That depends on the cost of the sheets. Tf the price of
sheets hecomnes cheaper it is quite possible we may be able to reduce the cost
of drums by about 4 annas a cwt.

President —What do the sheets cost?

Mr. Lallaka.—Recently I covered steel sheets in London. They cost me
somewhere about Rs. 17 a cwt. in Bombay. Taking 4 sheets to a cwt even
roughly the cost of the sheets would come to—one drum weighs about 24 lbs.—
about Re. 4-8.

President.—I think that would be sufficient for our purposes. Supposing
it is about Re. 1 per cwt. how many annas and pies 1s the cost of the sheet,
and how many annas and pies is the cost of making the drum?

Mr. Lallkaka.—1 will let you have the intormation.*

President.—Take this question of freight to Bombay or Ahmedabad. What
is the freight from the works first to Ahmedahad and then to Bombay?

Mr. Lalkaka.—The Railway Company have given us special freight rates
from Kharaghoda to Bombay; it used to he about 12 annas per cwt. and they
have still further reduced 1t which now works out 2 annas cheaper.

President.—That would he ahout 10 annas a cwt. What would be the
freight to Ahmedabad?

M'r. Lalkaka.—It is a relatively bigger freight rate, about 5 annas a ewt.,
looking to the distance from Xharaghoda to Bombay which is 375 miles
and that from Kharaghoda to Ahmedahad which is 63 miles only.

DPresident.—What would bhe the railway freight on imported magnesium
chloride from Bombay to Ahmedabhad?

Mr. Lalkaka.—Somewhere near Re. 1.

President.—Usuallv when you send your magnesium chloride to Bombay
do you'send it direct to the mill or to your or your agent's godown?

My, Lalkaka.—In a maijority of cases it goes to the agent’s godown and
from there again to the mill.

President.—What does it cost you to unload it at the railway station and
take it to the godown?

Mr. Lalkaka.—Tt fluctuates. The statement at page 41 of the printed
evidence will give vou a fair idea. This statement was prepared by our
selling agents of the sales from December 1923 up to March 1924. They
sold 282 cwts. and the railway freight and other handling charges up to
godown and for mills deliverv came to about Rs. 368. This is most extra-
ordinary, but then this was double handling, taking from the station to the
godown and from the godown to the mill. Tt works out at Re. 1-4 per cwt.
from which about 12 annas represeuts the freicht as then prevailing and
ahout 8 annas per cwt. extra for double handling from railway to godown
and thence to mills.

* Statement VI.
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President.—What do you estimate as being what it cost you per cwt.
“first of all to get 1t from the railway station to godown, and then from godown
to the mill?

Mr, Lalkaka.—When a wagon load goes the whole thing has to be removed.
We send 1t down in wagon loads to the godown but when supplying to the
mill it is not always wagon loads, so the cost of handling becomes dearer on a
smaller quantity. .

President.—Tell us what 1t costs you when a whole wagon load goes down.

Mr. Lallkaka.—I can supply you these figures later.*

Presudent.—It is very immportant because Re. 1-8 a cwt. requires a good
deal of justification. 1 must say that Rs. 15 a ton 1s rather a high freight
rate. What 1s your distance from Bombay?

Mr. Lalkaka.—About 375 miles.

President.—The next item you have given is ‘¢ Selling expenses, commis-
sion, ewc.”” The average for the last three years is about 11} annas a cwt.
which 1s about 14 per cent. on the works costs, plus freight and handling
charges to Bombay. It strikes me as very high. Why is 1t so high as that?

Mr. Lalkaka.—TIt 1s not the cost of Bombay sales alone, there may be other
items.

President.—It may be Bombay or Ahmedabad, T don’t care where it is.
It 1s a very high charge. Why 1s it? Do you sell to your selhng agents, or
do they charge commissions on sales?

Mr. Lalkaka.—In Bombay the arrangement is that the selling agents get
a nett commission on the sale price. If you take it at the cost price this
will naturally work out higher.

President. —That unphies that you have heen selling at a profit. Who are
the® agents ?

Mr. Lalkaka.—Messrs. H. M. Mehta and Company of 123, Esplanade Road,
Yort, Bombay.

President.—1t seems to me that 10 per cent. is a very high commission.

Mr, Lalkaka.—From last vear we have reduced 1t to 5 per cent. But
there is a certain advantage.

President.—What is the advantage?

Mr. Lallaka.—They make payments to us at the end of the month no
matter when they realise the amount.

Presulent —No doubt that would to a certain extent save you from interest
charges.

Mr. Lallalka.—Moreover they are millowners themselves. That is another
advantage.

DPresident.—Your block account is Rs. 1,43,000 only. Can you get your
full production on that?

Mr. Lalkaka.—Yes.

DPresident.—1t is a very low capital account. You have taken for your
depreciation Rs. 11,000 a year. Taking it very roughly the rate we have
applied 1s 6% per cent.

Mr. Lalkaka.—On a motor wagon we allow as much as 25 per cent. and
on certain other things we charge 12} per cent. or less.

President —Will you send us a statement showing the depreciation on
various things?

Myr. Lalkaka.—Yes.t

President.—You have told us that ahoat Rs. 4-8 a ton is the price you
should get for a cwt. How did you arrive at that figure?

* Statement VI.
} Statement VI, Schedule A.
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Mr. Lalkaka.—1 calculated roughly Re. 1-2 for the manufacturing costs
at Kharaghoda, mcluding the cost of collection; ¢ Overhead ’, including
interest charges, establishment and supervision, comes to 12 annas a cwt. and
1 have calculated Re. 1-4 for railway freight and handling charges.

President.—1t seems to me that your Head office charges and agency
(‘harges‘arc relatively a bit too high. As regards Re. 1-4 for railway freight,
etc., that 18 reasonable.

Mr. Lalkaka.—I allowed 8 annas as my reasonable margin of profit.

President.—1 think if you got 2 annas it would be reuasonably fair, and
you would get 8 per cent. on the block account. 1 calculated on an output of
4,000 tons.

Mr. Lalkaka.—But 1 calculated only on an output of 1,000 tons.

President.—That is all right then. It would come to 8 annas. You have
told us that Rs. 4-8 1s a fair selling price, and if you took the 1,000 tons
output in arriving at that figure, you had better explain to us. In arriving
at the figure of 8 annas tor manutacturing profits you have gone on the hasis
that you are going to produce 1,000 toms. So your cost was perhaps cal-
culated on the basis of 1,000 tons output?

Mw». Lalkaka.—Yes.

President,—In that case how would your Works Costs go down on the
4,000 tons output?

Mr. Lalkala.—That will be hypothetical.

President.—But it might affect our whole view of the case.

Mr. Lallaka.—Supposing 4,000 tons were manufactured, the costs would
not come down to one-fourth the original costs.

President.—Clearly not, and that 1s the reason why we want you to tell
us to what extent 1t may go down. 1 think it will be useful 1f you take
item by item of the Works Costs and tell us what you expect would go down
and why. For instance this Re. 1-2—your manufacturing costs—is very
much below any figure you have ever been able to reach. Will you tell us
how you got that fgure on a 1,000 ton output?

Mr. Lalkaka.—What is your figure?

President.—I got Rs. 21 which is nearly a rupee above yours. That does
not include royvalty or mcome-tax, but it includes ¢ estabhishment.’

Mr. Lalkaka.—In my case the establishment 1s tuken separate. which
comes under overhead charges.

President.—If establishment is taken away that would not be very far
out. In your original representation jou said something about unhealthy
competition from Germany and selling below cost ot production. What did
you mean?

Mr. Lalkaka.—The costs were very low on account of the depreciated
exchange.

President.—That was at the time you were writing your original repre-
sentation. This factor has now disappeared.

Mr. Lalkaka.—Yes.

President —Supposing that the imported magnesinm chloride is selling in
Bombay at Rs. 5 a ewt., what price would you expect to get for your magne-
sium chloride?

Mr. Lalkaka.—On principle we prefer to keep our price lower, although
our product is not inferior, in order to give no inducement to the consumer
to import frem outside.

President.—That is not the point. Supposing the price of imported
magnesium chloride is Rs. 5, what would you charge for vour product?

Mr. Lalkaka.—I would keep it lower by about 8 annas.
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President.—Mr. Stones who came on behalt of the Millowners' Associatiom
told us what the mlls would do 1t you did not lower 1t. Is that the
way in which you usually regulate the prices?

Mr. Lalkaka.—More or less.

President.—At about 8 annas below the 1mport price?

Mr. Lalkaka.—Sometimes 1t is much Jower than that because our customers
would not buy it amd distinctly say that, if there 1s not much difterence in the
price, they are not going to buy from us.

President.—There 15 nothing out of the way in it. The Millowners' Asso-
ciation told us that there was no objection to Protection betng given provided
there was some guarantee that the magnesium chloride produced 1n India
was equal 1 colour and refinement to the mmported stuft.

Mr. Lalkaka.—]1 admt there 1s a difference 1in colour But as regards
quality I do not admit there 1s any difference. 1 have never had a single
complaint from any millowner of that sort. That in itself 1s proot of the
quality being quite as good and serviceabhle.

President.—As regards colour 1 think you have told us in the written
representation that this grev colour always appears in crystallization, and
hitherto you have not succeeded in removing it.

Mr. Lalhalha.—We were very near gelting at the problem when we had
to shut down the works.

President.—You hop= to be able to get rid of the colour defect, but you
have not succeeded 1m that so tar?®

M7, Lalkala —We have not got a chance

President.—Mr  Stones saxd that he went into the matter deeply, and
was of opinion that the colour made no practical difference and had no effect
on the cloth For that reason he was personally satisfied that it was as good
as_the imported product, although there were some members of the Asso-
ciation who held a different view. He said that about 2/5ths of them held
distinctly that the Indian product was not so good. What would you put
the annual consumption at Ahmedabad at?

Mr. Lalkaka.—According to the latest report T find that there are 145.000
looms in the whole of India. When I worked out the fizures there were
135,000 looms, of which 64,000 were 11 Bombay, about 25,000 were in Ahmeda-
bad and the rest in other parts of India. Ahmedabad consumes a large
proportion. We calculated at the rate of 5 tons per annum for every 100
looms. Bombay consumes about half that amount, ..e., at the rate of about
2% tons per 100 looms per annum.

Prestdent.—Mr. Stones said that Bombay consumed four times as much
per loom as Ahmedabad

Mr. Lalkaka.—My experience is difterent. 1 calculated the consumption
of Ahmedabad at about 1,250 tons.

President.—Before vou can sell in Bombay at all you ought to he able to
capture the market in Ahmedabad, because you have an advantage of Re. 1-8
there, when compared to Bombay. Are millowners in Ahmedabad purchasing
the imported magnesium chloride?

Mr. Lolkaka.—T have been out of India for 63 months and just now 1
am not in a position to say But usuallv many millowners are interested
in the purchase of <tores  Thev have got their relations at Home and prefer
to send orders out. | am not making allegations, but that is one of the
factors.

President.—But if that is one of your difficulties, T do not see why the
tax-payer should be made to pay for it.

Mr. Lalkaka.—Perhaps half the quantity is sold in Ahmedahad and the
rest in the whole of India. As a matter of fact we get a lower price in
Bombay than Ahmedabad hecause Bombay is the first port of entry.

President.—You ought to get Re. 1-8 more in Ahmedabad.
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Mr. Lalkaka.—There is a difference of about 8 to 12 annas per cwt.
between Ahmedabad and Bombay prices.

President.—I am thinking of what vou actually received at the Works.
You received less in Bombay, but there is not only the railway freight
between Bombay and Ahmedabad, but also the difference between the freights
you pay to Bombay and Ahmedabad respectively. There is just one other
thing. T was comparing the figures given by the Sizing Materials Company
and, according to the figures they have given, there is considerable difference
between the c.if. price and the market price, which the existing duty would
not fully explain. Can you give us any sort of idea of the charges which
the merchants who import have got to incur?

Mr. Lalkaka.—Usually what happens in a majority of cases in Bombay is
that the merchants do not stock the goods because it requires a big godown
and it 15 also liable to leakage. They take indents from the mills and get
the goods direct to the mills who put them in their own godown. The
Sizing Materials Company, of course, are the biggest stockists 1 Bombay
and naturally thev realize better prices than anybody else.*

President.—1f you are correct in saying that the drums are broken and
the goods are damaged, they would be likely to realize a lower price?

Mr. Lalkaka.—But they sell at the invoice rate and the mulls are the
suflerers.

President.—What I was trying to get at is this. In August 1924 the
difference was Rs. 38 between the market price and the c.i.f. price. Do you
think that the merchant is, so to speak, a sort of commission agent for the
mills?

Mr. Lalkaka.—There are big stockists who, of course., order on their
own account and sell on their own account, though in a majority of cases
the indentors do so on’ commission basis only.

President.—Does the actual price paid in Bombay vary enormously
according to the local supplies in Bombay quite independently of the c.i.f.
price?

Mr. Lalkaka.—By ‘local supphes’ you should not include the
Kharaghoda stuff. It is only foreign stuff.

President.—Quite right.

Mr. Gimwala.—At page 48 you have given your cost of production. That
is actually taken from your books of accounts, is it not? And it is intended
to show the financial position of the Company?

Mr. Lalkaka.—Yes.

Mr. Ginwala.—From your figures you do not seem to have done so badly.
This depreciation that you show here you have actually written off. have you
not ?

Mr. Lalkaka.—Yes.

Mr. Ginwala.—According to that, it comes to Rs. 1,18,845. That is the
total.

M~r. Lalkaka.—Yes.

Mr. Ginwala.—So that your block now remains at Rs. 23,0007

Mr. Lalkaka.—Yes.

Mr. Ginwala.—I do not understand the meaning of your answer to
Question 65,

Mr. Lalkaka.—The explanation for this is that, according to our agree-
ment with the Government, we have to share profits. Government them-
selves have in the agreement agreed to the depreciation being calculated on

* c.i.f. prices given are in pounds sterling, whereas the market prices are
quoted in rupees, and a certain variation due to different circumstances of
imports and sales as well as on account of exchange fluctuations must be
allowed.
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the total block account without any deduction, for purposes of division of
profits.

Mr. Gwmwala.—But curiously enough Rs. 23,000 and Rs. 1,18,000 that I
have given makes exactly Rs. 1,41,000. Your block value 1s Rs. 1,41,000, out
of which you have written oft Rs. 1,18,000: the difference between the two
1s Rs. 23,000. That is the value of your block account, whereas you say the
total depreciation accumulated amounts to Rs. 23,000.

Mr. Lalkaka.—This Rs. 23,000 represents the depreciation accumulated
after the year 1922, i.e., since the coming into force of the new Government
Agent.

Mr. Ginwala.—Your block value now remains at Rs. 23,0007

Mr. Lalkaka.—This roquires some explaining. Since 1922 the total depre-
ciation comes to Rs. 23,000 only, whereas the previously accumulated figure of
Rs. 1,18,000 applies to the period of the old Agent when only a fixed royalty
of Re. 1-8 a cwt. was payable to Government.

Mr. Ginwala.—You say the Government of Bombay share in the profits.

Mr. Lalkaka.—Formerly we used to pay a fixed royalty. now it is payable
on a sliding scale according to the fluctuations af the marknt.

Mr. Gwmwala.—You have paid in 6 years income-tax amounting to
Rs. 68,429 on an amount of profit of about Rs. 3,83,529. Will you give me
the figures on which income-tax was paid?

Mr. Lalkaka.—Yes (shows him the figures).

Mr. Ginwala.—I want figures on which you :1(-,tu\al].v paid income-tax.

Mr. Lalkala.—This was the actual profit that we made (shows the figure).

Mr. (hinwala.—~1 want the nett total profits made by your company.

Mr. Lalkaka.—This is the actual nett profit that has accrued to us.

Jfr. Gimwala.--Ts this the amount on which you paid income-tax? You
have written oft depreciation in proportion to the profits vou have made?

Mr. Lalkaha.—The mcome-tax people allow depreciation according to the
fixed rates thev have got.

Mr. Ginwala.—Then your profit should bhe smaller than it ought to be 1f
you charged depreciation under income-tax rates.

President —1 think it is essential, when the Board are considering the
question of Protection, that thev should know what profits vou have heen
making,.

Mr. Ginvala.—Will you send me the nett profits according to you and you
can show how vou have arrived at vour nett profits, how much you have taken
for depreciation, etc. Then you will show the actual income-tax that you
have paid. What 1 want to know is the actual amount of depreciation which
is allowed vou by the income-tax authorities, not what vou have dehted
vourselves with. Then I want to see what is the amount of profit on which
you paid i1ncome-tax. 1 want the figures from 1916.

Mr. Lalkaha —T will send yvou the information.*

Mr. Ginwala.—The Government of Bombay have made out of this business
a profit of about Rs. 2,49,000. Have you apphed to the Government of
Bombay to help you in any way?

Mr. Lalkaka.—We have not. On what ground?

Mr. Ginwala.—On the ground that they have made so much profit

Mr. Lalkaka.—It never occurred to us, but it ir not likely that they
would entertain the proposition.

Mr. Ginwala.—Very likely not. But if you were not paying royalty in
that way you would not be badly off. What happens to the bitterns?

Mr. Lalkaka.—They would go to waste.

* Statement VI, Scheduls A.
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Mr. Ginwala.—So you see the Government of Bombay have got Rs. 2,49,000
out ot their waste products.

Mr. Lalkaka.—For the tuture the arrangement 1s that only when we earn
they will share profits.

Mr. Gimwala.—Out of this new arrangement how much do the Govern-
ment ot India get?

Mr. Lalkaka.—Exactly half.

Mr. Ginwala.—But the Goverrment of India has not apphed, as a

partner, tor Protection! The pomnt is this, why should the Government ot
India protect the Government of Bombay ?

Mr. Lalkaka.—It 1s not helping the Government of Bombay. All the
profits have gone to the Central Government. Our agreement is with the
Secretary of State and the profits go to the Government ot India.

Mr. Ginwala.—Are you quite sure?

Mr. Lalkala.—1 am speaking on the authority of the Director of lndus-
tries, Bombay, as well as on that of the local officers. 1 know it for a fact.

Mr. Gimwala.—What 1 wanted to know was, whether the Government of
India work the salt departmentally.

Mr. Lalkaka.—Yes.

Mr. Gwmwala.—In that case the Government of India itself is applying
for Protection, 1f they are partuers with you and take half the profits. You

can ask your senior partners to help you directly. Have you closed your
Works ?

Mr. Lalkaka.—We have just re-commenced workimg., We have exhausted
our old stocks and have begun manufacturing afresh

President.—Could you just tell us what the stock was when you closed
manufacture and hew much of it have you sold after then?

Mr. Lalkaka.—At the beginning ot this year we had somewhere about
2,000 drums. That would be 6 to 7 hundred tons.

President.—lIs that what you sold within the last six or seven months?

Mr. Lalkaka.—Since January practically.

Mr. Ginwala.—I1s this the agreement according to which you pay your
royalty on profits, or do you pay a fixed royalty?

Mr. Lalkaka.—This is the latest agreement,

Mr. Ginwala.—Are the profits calculated on the same basis as you have
calculated here—on page 48?7

Mr. Lalkaka.—The arrangement is contamed in clause 3 (a) of the agree-
ment at page 29 of the printed evidence It runs as follows ** The said
royalty will be payable after allowing to the firm as its own exclusive pro-
perty ten per cent. of the actual total expenditure incurred without counting
the interest or the income-tax charges for the period. Aft:: deducting this
item from the total gross profits of the year, the surplus, if any, shall be
divided into two equal parts and given to the Government as royalty and
to the firm as their own respective shares.”’

Mr. Ginwala.—Tt says 10 per cent. of the gross expenditure? What do
you mean by this?

Mr. Lalkaka.—Interest and mcome-vax are out-of-pocket expenditure to
us, and in lieu of that we get 10 per cent. on the gross expenditure.

Mr. Ginwala.—T1 think it means first of all you should deduct from the
total gross profits your 10 per cent. on the total gross expenditure. The
vest is divided equally between you and the Government.

Mr. Lalkaka.—Yes.

Mr. Ginwala.—It really means that you get a return of 10 per cent.
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Mr. Lalkaka.—We may nave spent 7 per cent. on interest and we may
have paid income-tax. So far as the partners ultimately are concerned, it
does not come to that.

Mr. Kale.—You say that you work only for four months in the year.
1 want to know what happens to your labour in the remaining parts of the
yoear?

Mr. Lalkaka.—When there is no work there is no labour.

Mr. Kale.—] mean the factory labour, skilled labour?

Mr. Lalkaka.—Factory labour has got to be dismantled. Of course a
certain number has to be kept up and the rest dismantled.

Mr. Kale.—That is a disadvantage?

Mr. Lalkala.—It 1s. But we cannot afford to have all the labour when
there is no work.

Mr. Kale.—1f you had your factory going all the year round then it will
be all right?

Mr. Lalkaka.—Yes.

Mr. Kale.—The price you quote for Bombay includes freight and handhing
charges?

Mr. Lalkaka.—We give them from mill delivery.

Mr. Kale.—You do this to keep your customers. TIn the case of other
manufactures 1% 1s not the practice. Simply because you have to compete
with the foreign article you have got to make this concession?

Mr. Lalkaka.—Yes.

President.—Let us return to the fundamental pomnt again You think
that the import price will be about Rs. 3-8, don’t you?

Mr. Lallkala.—Yes, between Ris. 3 and Rs. 3-8.

President.—You think that Rs., 4-8 will be what it would cost you You
mhust add 8 annas to that, 11 you get 8 annas less than the import price in
Bombay.

Mr. Lallala.—This cannot be true always. There will be fluctuations
according to circumstances prevailing at each time. In a general way we
think that our prices are kept lower by 8 annas. Sometimes we may get
Re. 1 lower.

resident —-Tu that case supposing yvou took the tmport price at Rs 3-4,
in order that vou mav get Rs 4-8 yvou must raise the mmport price to R 5-4
and this means Rs 2 dutv. That is a pretty heavy duty.

Mr. Lalkaka—*Under the circumstances people would perbaps think
that Re. 1-8 1s sufficiently high and we may not have to raise the price by
8 annas in order to serve as a sop.

President.—But would you get it? 1f the prejudice is so strong in a
place hike Bombay where the great majority of millowners are Indians, vou
will have to presume that it will take some time to overtake it. You are
about Re. 1 worse than the import price. How do you expect to bring your
cost of production down so that you can sell at Rs. 3-8 without loss. That is
the tundamental question. I should like you to bear that in mind when you
give us the figzures we have asked for ahout the cost of production. how in
the long run you are to get your cost down to the point when you can bhe
sure even of selling down to Rs. 3-4 and still not lose.

Mr. Lalkaka.—Tt cuts both ways. In Ahmedabad we realize a higher
price than in Bombay.

* There is some confusion. If the import price be Rs. 3-4 the price
d/d up to mill premises with the indentor’s profit or commission, etc.,
would bring it to Rs. 3-12, say, in which case the duty will not have to be
Rs. 2 more, but only Re. 1-8 to bring it up to the level of the Kharaghoda
prices as calculated above.
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President.—By all means take that into account. If in order to sell your
full output you have to sell about two-thirds in Bombay and one-third in
Ahmedabad, then in that case you have to take a sort of weighted average,
but it is very important that you should explain yourself fully on the subject
because you have a difficulty to meet. It is not clear at present that even-
tually you can do without Protection, therefore you ought to satisfy us.

Mr. Gunwala.—These are the figures that you have given from 1916 to
1921. Tn 1921 there was a loss of Rs. 9,600.

Mr. Lalkaka.—Yes.

M:» (linwala.—The total nett profit according to the figures you have
given is Rs. 3,83,529. In order to arrive at the real profit from the income-
tax point of view we shall have to add to that the total amount of depre-
ciation, which comes to Rs 1,18,000 according to your statement, and from
the total of fhe two we shall have to deduct the actual depreciation to which
you would be entitled under the Income-tax Act. That will give us the
actual profits that you made.

Mr. Lalkaka.—Yes, that is it.

Mr. Ginwala.—Perhaps you would send us from the income-tax returns
the amount the income-tax people have charged income-tax on.

Mr. Lalkaka.—Yes.*

Mr. Kale.—Were you able to make the profits to which reference has been
made on account of the high price which ruled at that period?

Mr. Lalkaka.—Yes.

Mr. Kale.—Is that the only explanation that you can give?

Mr. Lalkaka.—We have also sold about 50 per cent. cheaper than the
imported stuff.

Mr. Kale.—But that was because the imported price had gone up very
high? The condition of the industry should not he judged by the profits you
made during those years?

Mr. Talkaka.—Quite so.

Mr. Kale.—T gather that you were ahle to start manufacture of magnesium
chloride comparatively very soon after the war hegan?

Mr. Lalkalka —Almost immediately after the war started.

Mr Kale —Therefore, 1f an emergency arose, the same thing might
happen again?

Mr. Lalkaka.—Yes.

Mr. Kale.——And capitalists would put in monev into the business hecause
they have found that in those years the profits earned amounted to four
times the capital?

Mr. Lalkaka.—Yes.

Mr. Kale.—Why should the tax-payer or anybody else who is not per-
sonally interested contribute to keep this industry going?

Mr. TLalkaka.—But should we be justified in keeping the concern running
at a continual loss?

President.—Protection means that the loss is still there but you transfer
it to some one else. . . . .

Mr. Lalkaka.—That would apply to the Steel industry also.

President.—Far from it.

Mr. Lalkaka.—Have they not made profits?

President.—That is not the point. In the case of emergency, as in the
case of war. we can again improvise magnesium Works as was done on a
previous occasion. You cannot improvise steel Works.

Not sent. but the smount has been calculated from the figures already
shown.
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Mr. Ginwala.—In addition to the profits made you have written down
your block value to Rs. 23,000. You would not be entitled to write off as
much as Rs. 1,18,000 depreciation. Probably it won’t exceed Rs. 60,000. 1Lf
you deduct Rs. 60,000 . . . . .

President.—You have got to consider that point. The shareholders have
got their capital back again, and if there is any war we can again improvise
magnesium chloride Wotks as was done.

Mr. Lalkaka.—If there is no competition from indigenous products, what
prevents the exporter from raising his price to the detriment of the local
consumer?

President.—Does not Germany know that once they put the price up you
or anybody else would start to manufacture magnesium chloride here?

Mr. Lalkaka.—Yes.
President.—Then is it possible for them to raise the price? 1 would like
you to think it over, it is a real point.

Witness No. 2.
BOMBAY CHAMBER OF COMMERCE.

WRITTEN.

Writien statement, dated the 11th September 1924.

I am directed to refer to your letter No. 419, dated the 28th May 1924
forwarding a copy of the application for protection from the magnesium chloride
industry which has been referred to the Board for enquiry and to the subsequent
press communiqué attached to the official reprint of the evidence tendered by
the Pioneer Magnesia ‘Works in support of their application.

2. My Committee understand that the applicants consider that a protective
duty of 200 per cent. ad valorem will be necessary if they are to compete success-
fully with the German product and my Committee desire to register an emphatic
protest against the precedent which is sought to be established thereby as they
can only regard the creation of an industry upon such terms as fundamentally
unsound even 1f, as is certamnly not the case in the present instance, the condi-
tions laid down by the Fisecal Commission are satisfied in other respects.
Moreover, after careful consideration of the position disclosed m the evidence
tendered before the Board and as the result of enquiries which they have made
from local consumers, my Committee have reason to believe that the main
difficulty with which the industry is confronted is the more uniform and superior
quality of the imported article and that the Indian product has actually enjoyed
a very considerable advantage in the way of price, at any rate so far as the
Bombay market is concerned.

3. Nor are my Committee prepared altogether to accept the applicants’
contention in regard to the incidence of the proposed protective duty on the
mill industry as in normal times of competition the difference between a profit
and a loss in a large manufacturing concern very often turns upon the attention
paid to & number of small items, the cost of each of which may represent only
an infinitesunal charge per unit of production. It is dangerous therefore to
ignore the results of the taxation of such small items, particularly in the case
of the mill industry which already suffers somewhat severely in that respect, ard
on these grounds alome my Committee consider that the applicants have failed
to substantiate their claim for protection though the Chamber’s main objections
to the proposal are ones of principle and policy and are sufficiently indicated
in the previous paragraph.

4. T am to say that my Committee do not desire to depute a representative
to appear before the Buard.
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Witness No. 3
THE MILLOWNERS’ ASSOCIATION, BOMBAY.

A .—WRITTEN.

Statewment I.—TWritten statement, dated the 15th September 1924.

I am directed to acknowledge the receipt of your letter No. 5.T., dated the
29th July 1924, in which it is stated that the Tariff Board will be glad to
receive the views of my Association on the claim for protection put forward by
the Magnesium Chloride Industry.

At the outset it should be stated that my Committee while in favour of
tostering the industries of the country, are for this very reason opposed,
generally speaking to the imposition of imnport duties on the raw materials used in
indigenous industries.

In the particular case of the Magnesium Chloride Tndustry my Committee,
after mature consideration, are inclmed to support the plea made for protection,
subject to the conditions outlined in the subsequent paragraphs of this letter.
My Committee are aware that they are by their action agreeing to what is
virtually a tax on one of the raw materials used in the Cotton Textile Industry,
but the increase in the cost per 1b. of cloth would be so small that in this
instance they are prepared to bear this extra burden for a limited number of
years in order that the Magnesium Chloride Industry of the country may place
itself in a position to compete favourably with its foreign competitors, and
ecoentually supply the textile trade of India with the whole of 1ts requirements
without extrancous aid of this kind.

My Committee, however, fecl that the Government of India are placing
themselves in an anomalous position by investing the claims of any industry
for protection before taking steps to remove the Cotton Excise Duty which is
an admittedly unjust tax upon the production of the greatest indigenous industry
in Indin. Though as previously stated an import duty on magnesium chloride
would 1 itself not raise the cost of cloth production to any great extent the
cumulative effoct of a number of similar protective duties will make the
abohition of tho cotton excise duty a matter of paramount importance

2. With reference to the specific questions contained in your letter I am
to say that my Commuttec cannot agree with the claim of the Pioneer Magnesis
Works for the imposition of a 200 per cent. protective duty. Their calculation
of the import duty neccssary appears to have been based upon the temporary
and phenominally Jow prices which prevailed during the earlier part of this
year. Such prices are most unhkely in the future, if to-day’s price can be
taken as a criterion, and my Committee feel that the Pioneer Works themselves
will be willmg to adnut that a duty of 50 per cent. would be quite sufficient to
enable them to compete favourably in normal times. My Committev would,
tor reasons previously stated, be agrecable to the imposition of a custome duty of
50 per cent. on the imported product for a period not exceeding five years,
to be thereatter gradually reduced so that at the end of say 10 years the duty
would not be higher than that of the general import tariff. At the same time
theyv feel, that it a protective duty is unposed purchases should be guaranteed
a certamn standard of quality in order to ensure that they would not be dis-
advantaged owing to their bemng compelled to use the Indian product.

The chief essentials in this respect, as far as the textile industry is concerned
are that ‘‘ frec iron '’ should be entirely absent, and that the colour, and
standard of refinement should be equal to that of the imported article.

8. With reference to the proportion of total works costs which the cost of
magnesium chloride represents in cotton manufacture enquiries from several
mills show that over a period of twelve months it works cuf at about ‘056—08
per cent.
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The increase in cost per 1,000 lbs. of cloth if a 200 per cent. duty was
imposed, basing calculations on the average price of magnesium chloride for the
past 12 months, would be between Rs. 1-4-0 and Rs. 1.12.0 in the case of
Bombay City and Island Mills. In Ahmedabad mills the increase in cost would
be considerably more owing to the higher percentage of size usually employed.
The increase in cost per 1,000 yards of cloth would fluctuate according to the
fineness of the cloth but on the rough basis of five yards of cloth per lb. would
be between four and six annas.

4. Opinions vary considerably as to whether the quality of the Indian
product is satisfactory, but it is generally agreed that it is not usually equal in
«colour or in degree of refinement to the imported article. Free iron is not
usually found. The majority of mill managers have hitherto preferred the
imported German product but this is probably due to its superior colour for
sizing purposes. Chemical analysis does not show the Indian product to be
greatly inferior.

5. Mr. F. Stones, O.B.E. of Messrs. E. D. Sassoon and Co., Ld., has been
requested to give oral evidence on behalf of the Association before your Board

during their inquiries in Bombay.
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THE MILLOWNERS’ ASSOCIATION, BOMBAY.
B.—OgRAL.

Oral evidence of Mr. F. STONES, O.B.E., recorded at Bombay,
on Thursday, the 18th September 1924,

President.—I should like to say that we are very much indebted to the
Millowners’ Association for putting their views so definitely on record. It
makes it much easier for us. Of course in the ordinary course it would have
been usual to get the oral evidence of the applicants for protection before
asking for other people’s opinion, but in this case it was not possible to do so
because the Manager of the Pioneer Magnesia Works is in Europe and,
therefore, to avoid delay, we had to write to the Association at once, basing
our questions on the written statement. 1 gather that the opinion of the
Association is that this is a case in which the manufacturer of Magnesium
Chloride might be protected, provided certamn conditions are fulfilled.

Mr. Stones.—That is our feeling Magnesium Chloride comes to roughly
about 1 in 300 of the total stores in the mill. As a matter of fact 40 per cent.
duty would not make very much difference to us in the aggregate, but it
should be remembered we are already taxed so much on other stores in addi-
tion to the excise duty on piece-goods that a few more straws on our back
would be enough to break it.

President.—You mean that this is negligible m itself but, if there were
gradual accumulation of similar duties, the total result would not be
negligible ?

Mr. Stones.—That 1s right. We already have the excise duty on the top
of that. With the excise duty going, there will be ample room for all the
industries asking for protection. Of course, in the case of Magnesium
Chloride we agree that the Pioncer Works are terribly handicapped.

President.—On this point you just referred to the cumulative effect of a
number of similar protective duties, so far as the Association are aware, 1s 1t
likely that there will be similar appheations for protection to the manutac-
ture of stores of the various kinds used in the cotton mdustry ?

Mr. Stones.—1 should anticipate so. 1 should say, for the manufacture ot
leather picking bands, the leather industry particularly might apply with
equal reason as compared with Magnesium Company. The Persian roller
skin in England, which is the ideal skin for spinning, 1s nothing more or less
than the Madras skin. It is sent half cured to be changed into roller skin
so that the raw products go from India. The same is the case with buffalo
hides for pickers.

Mr. Ginwala.—What is the duty on these articles?

M~r. Stones.—They range from 2} to 15 per cent. These are cases in pomnt
and they form a very large bulk of the stores in a myll, much larger than
Magnesium Chloride.

President.—1 take it that some of the articles you have mentioned are
imported as machinery, and are subject only to 24 per cent. duty.

Mr. Stones.—One or two of them, but most of them are leather goods and
come in under 15 per cent. duty. You will probably have an application for
protection for glauber salt and epsom salts which are made in small quantities.

President.—So far as you know, are there any firms in India trying to
manufacture these leather goods at present?

Mr. Stones.—There are.

President.—I do not want to go deeply into the question, but I wanted to
wscertain whether you had something definite in view.
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Mr. Stones.—There is a definite feeling that one application for protec-
tion would lead to others.

President.—I can quite understand that a series of duties on materials
eventually might be a heavy burden on the cotton manufacturer.

Mr. Stones.—For example, if picking bands, leather goods, belting, etc.,
get protection, that would be a serious burden on the top of the excise duty.
President.—That is a very reasonable point of view. The chief conditions

which the Association think ought to be satisfied before protection 1v given
are—

(1) that it should only be continued for a limited number of years;

(2) that the industry should eventually be able to supply the whole
needs of the textile trade; and

(3) that you would like to have a guarantee as to the quality ot the
Magnesiun Chloirde produced, so that it will be clear that the
trade would not suffer by having to use the Indian article.

Mr. Stones.—Yes.

DPresident.—As regards the ability of the Tndian manufacturer to produce
all the Magnesium Chloride the textile industry is hkely to want, as far as 1
can judge, there does not seem to be any doubt about that.

M, Stones —Kharaghoda could supply a suthcient quantity.

President.—So that 1 do not propose to dwell on that point.  As regards
the nitation of the period the practical suggestion you have made 1s that the
duty mught remain at 1ts initial rate for about five years, and should gradual-
ly decrease during the nexat five years, so that at the cnd of ten years 1t
would come down to the ordinary Jevel of the mmport tarff,

M. Stones.—That tollows the line suggested by the Fiscal Comnnssion.

DPresident.—T take it thatl the exact period of years is given rather for
illustrative purposes?

Mr. Stones.~—That 15 right. N

President —I1t mught perhaps be as long as 15 vears, but 1f 1t extended to
20 vears, would you regard that as bemmg on the high side”

Mr. Stones.—-Yes, but the point we fear 1s this  you will have to regnlate
that almost to the imfluence of German competition. It 1s a waste product
there and 1t may come i at next to nothimg. That pomnt has got a very
importaut bearing on the question T think until the time came when the
miport duty was brought to 1ts present level, there would always have to be
some provision to enable them to work on a certaim bass,

President.—That 1s the next point 1 wanted to come to. 1 gather from
what you have just said that you agree with what the Pioner Works them-
selves have told us, that in Germany Magnesium Chloride 15 a waste product
that is produced i the process of extracting other and more valuable salts
irom the raw material?

Mr. Stones.—Yes.

President.—1f 1t 1s so, 1t 18 extraordinarily difficult to say what the mimi-
mum cost of production might be, because it might pay the manufacturer to
sell at almost any price. 1f they have got to extract the Magnesiun Chloride,
in any case, 1t is only a by-product, and anything that gives them some
addition to the price they would get for the valuable salts 15 worth getting.

Mr. Stones.—Anything that is a httle above the dumpig price 15 a profit,
but the whole point is that it may come down

President.—In that case what prospect 1s there that the Indian industry
will eventually be able to hold its own without any protection when the tariff,
goes ¥

Mr. Stones.—That is why I raised the pont that there would always have
to be a provision in the matter of the period whereby, when the imported

. article assumed that price, the duty will have to come on. 1f we get down to
below Rs. 2 for Magnesium Chloride that is brought well down below the cost
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of manufacture and does not even pay the railway freight from Kharaghoda,
I should imagine | so, that would always have to be allowed for, as you have to
compete with a material which 1s produced as a waste product.

President.—That seems to me rather to destroy the condition laid down
by the Association.

Mr. Stones.~—lt does in some measure, but after a period of vears we may
find uses for new articles. The point 1s we are subject to a squeeze now ; in
Magnesium Chloride, and the manufacturer of magnesium 1 India would
equally belp 1n other directions and we shall not get such violent fluctuations.
If the supply 1s from one section of the commumty and thai section is not
alhed with the British Empire, we have got the danger of a squeeze up. With
Kharaghoda we may lose on the swings but we may gain on the roundabouts.

President.—It 1s not so much that T want to discuss the merits of the pro-

posal just now. T am trying to ascertain exactly what the view of the Associa-

tion 1s.
Mr. Stones.—The view of the Association 1s that, although we would like

to see 1t brought down to normal within a period of 10, 15 or 20 years, 1n view
of the tact that the German product 1s simply a waste product, the supply of
which is reputed to be almost mexhaustible, so far as the present generation
as concerned, there must be some bogey figure, for want of a better word, at
which the duty should continue.

President.—That 1s the view of the Association.
determine what the bogey hgure is?

Mr. Stones.—The bogey hgure would be something which would return 6
per cent. to the Kharaghoda works. :

President.—But that might be anything.

My, Stones.—Within reason.

President.—At present it would be something hike Rs. 5-12 a cwt.

M. Stones.—It becomes prohibitive,

President.—Supposthg that we find that the actual price at which the
Kharaghoda Works can sell 1n Bombay and earn 6 per cent. on their capital
is Rs. 5-8, 15 that a satistactory price to the Association?

Mr. Stones.—I1t 15 not by any means.

President.—Then how are we to determine the fair price*

M. Stones.—The pomnt 1s this, Every figure, even a duty of Re. 1, is
unreasonable to-day when we are paymng excise duty m such huge volumes,
but 5 or even Rs. 10 would not be prohibitive with the excise duty removed.

President.—We must keep a hittle closer to what the Association has said
in their letter. They say “ provided that at the end of, say, ten years the
industry can carry on with no more assistance than the ordinary import tariff
awves.””  You now qualify the statement by saying that 1t may be necessary to
lay 1t down that the industry nught still require assistance during periods
when the price of the imported article was abnormally low. What 1 am try-
ing to get at 1s by what process 1s the Tariff Board to determine when the
price ot the mmported article 15 normal and when 1t 15 abnormally low. It
is a practical problem I am up against.

Mr. Stones.—It 15 very difficult to ascertam.

President.—Of course it is possible that ten years {from now things may
have settled down, and 1t may be possible to say that the average price for the
10 years has been so and so, and that looks like u reasonable figure. But at
present when the German prices have not settled down 1n the case ol any
single article to what you may call post-war normal level, I think 1t 15 extra-
ordinarily difficult for the Tariff Board to express an opimon whether
eventually the Kharaghoda Works would be able to produce Magnesium
Chloride at a price not very much above what will then be the normal price
of the imported article.

Mr. Stones.—It could not be done.
to happen ten years ahead.

How are the Board to

We can hardly predict what is going
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President.—How am I to apply the criterion suggested by the Associavionr

Mr. Stones.—In the same way all these things will come up for re-examina-
tion we presume. You cannot presume the same thing is going to continue
for a long period of years.

I’rew lent.—Certainty is unattainable in any industry, but T gather that
the view of the Association is that, unless the Board feel reasonably satistied
that at the end of ten years the industry would not require special assistance,
they would not be 1n tavour of the industry being protected. My difficulty
1s how am 1 to arrive at a reasonable assurance®

Mr. Stones.—That is the ideal aim 1 think of all industries in India but
whether we can guarantee that we do not know. T think as far as 1 can say,
without committing the Association over much, they would not be willing
to come up agam for ten years with 50 per cent. duty.

President.—J quite understand that point of view, and 1 have no parti-
cular comments to make about 1t just now. It is much more the practical
aspect of the case 1 want to examine.

M. Stones.—We cannot fix a price looking ahead, say, 10 or 15 vears and
say they will be in a position to stand on theiwr own legs without assistance
of any extra duty.

President —Let me put it m a slightly difterent form. 1 worked out the
figures on the data supphed by the Pioneer Magnesia Works, and at present
taking mmto account all the charges which they say they have to incur betore
the Magnesium reaches the cotton factory i Bombay, the price they would
have to get works out to something close on Rs. 6 a ewt. 1t 15 possible they
have put some of their figures too high, and, ot course, when they come before
us, we will have to ascertaan which of these charges can be reduced as time
goes on  But, supposing the Board came to the opimion that they did not
see any particular prospect of the reasonable selhing price falling below Rs. 5
a ewt., .0, Re. 1 less than the present cost, would the Association regard
that as a reasonable price or on the high side?

Mi. Stones.—1t comes back agam to the same pommt. If it 15 an indivi-
dual item I do not think the millowners would object, but 1t that 1s one
multiplied by many they would object.

I’resident —What 1s sauce for the goose is sauce for the gander. I the
Board or the Government of Tndia and the Legislature take a certain line
1 the case of one mdustry, they must take the same hine 1t the circumstances
are the same 1 the case of another industry.

M. Stones—We claim that they should state that the cotton industry 1s
of special mmportance,

President.—1 canmot accept any responsibility for that.

M. Stones.—-We are handicapped by the excise. 'Were we on even market
with other industries, we would be prepared to take the same treatment with
reference to stores as other industries.

President.—11 the excise duty is removed, you belhieve that the Association
would not object?

Mr. Stones.—Certanly. It 1s a check against abnormally high prices.

President.—1 am going to take that pomnt, but apart from the opinion of
the Millowners’ Association, we, as a Board, have to respect the conditions
laid down by the Fiscal Commission definitely. One of them was that even-
tually the industry should be able to dispense with protection, and we shall
have to attach great importance to the point whether the manufacturers can
satisfy us that they can make a very big reduction 1n the price they require
at present. Their present figures are very high, there is no doubt about
it.

Mr. Stones.—The point is that, in view of the fact that the competition
comes from waste products in other countries, I think that is one of the few
industries where there is very little prospect of its standing on its own legs.



110

President.—Then the question arises—could it be said that the industry
in India possessed natural advantages? A difficulty would arise there.

Mr. Stones.—If there is a certain amount of natural advantage but it is
very little.

President.—As compared with other countries such as Germany?

Mr. Stones.—Germany has super-excellent natural advantages.

Mr. Ginwala.—Germany cannot be said to possess any natural advan-
tage: it is only an advantage arising out of industrial organisation.

President.—T do not myself think that as regards natural advantage you
can altogether exclude advantages arising from the whole state of society in a
country. Fifty years hence when India has progressed industrially, there
might be a demand from other concerns. It is conceivable that the Magne-
sium Chloride industry might grow up as a by-product industry in the same
manner as in Germany. 1 do not want to dogmatise, but T am putting these
points to you to see what view you take.

Mr. Stones.—Yes.

President.—Now on this question of the price I am very glad that you will
be able to give an opinion about that. You have said, T think, in the letter
itself that, at present-day prices, 50 per cent. duty ought to suffice. What
are approximately the present-day prices? Perhaps you will be able to tell
us. You have got a graph there showing the prices for a long period.

Mr. Stones.—It shows a price ranging from Rs. 19 right down to Re. 1-12.
President.—When did it begin?

Myr. Stones.—From January 1920 onwards.

President.—Whatever fluctuations there may be, I presume they are not
likely to be so great as in the four years that followed the war?

M. Stones.—They were absolutely phenomenal.

President.—What was the highest point touched?

Mr. Stones.—Since 1920 the highest we have is Rs. 18 a cwt. and we go
down as low as Re. 1-12.

President.—Then 1 see the curve fell pretty steadily.

Mr. Stones—Rather rapidly in February 1922 and then it went right
down in August 1922,

President.—What was the price in August 1922°?

Mr. Stones.—Rs. 4.

President.—Since then, what is the highest price il has touched?

Mr. Stones.—Rs. 6.

President.—And the lowest?

Mr. Stones.—Re. 1-12.

President.—Is Rs. 5-8 about the present price?

Mr. Stones.—It varies from Rs. 4-12 to Rs. 6.

Mr. Ginwala.—On what date was it Rs. 67

Mr. Stones.—In November 1922.

President.—What was the date of the lowest price?

Mr. Stones.—October 1923.

President.—These prices that you are giving, are they the prices of Mag-
nesium Chloride delivered from the godown in Bombay?

Mr. Stones.—These are prices ex-mill Bombay,—delivered at the mills.

President.—Is it the custom of the Cotton Mills to import direct from
Europe, or is it imported by dealers and purchased by the mills from the

dealers?
Mr. Stones.—Big firms buy in Manchester and ship from Rotterdam or

Antwerp.
President.—Are the fluctuations in prices so wide it you import direct?
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Mr. Stones.—No. The prices were more stable, except during times when
there was shortage of steamers.

President.—1t is important, you see. Merely local fluctuations will right
themselves after 8 months or so. You cannot under any system of protective
tariff adjust these. I take it that this very low price of Re. 1-12 was due to
accumulated stocks.

Mr. Stones.—And over selling. Every dealer indents on Home and it is
a question of supply and demand. 1 would not buy direct myselt at that
price: we shall have a swing back.

President.—Would it be possible for the mebmers of your Association to
give us approximately the variations in the price for direct imports, say, for
the last two years?

Mr. Stones.—The difficulty there is that one does not get the purchases.
Here T take a view of the market, say, some six months ahead over a period,
but in the direct imports one does not get the corresponding fluctuations that
we have not here. 1t would not be possible to get it except by a reference to
the Chemical ‘Trades Review. Magnesium Chloride is quoted there.
President.—Ts the price given in the Chemical Trades Review a reliable
price? ’

M. Stones.—Yes. The Dyers and Calico Printers’ Journal is even more
reliable. They specialise in heavy chemicals used 11 the textile trade and
their price 1s very accurate.

President.—Very likely the Director General of Commercial Intelhgence
will have 1t. Do you think that these prices are reliable and represent tairly
accurately what the purchaser of a fairly large quantity will have to pay?

Mr. Stones.—Yes.

President.—]1 take 1t that this present price of Rs. 5-8 is due mainly to
local fluctuations?®

Mr. Stones.—Tt is a squeezed price.

President.—WHhat was the last price at which your own firm purchased *

M. Stones.—Somewhere about Rs. 3-12. 1 am i1mporting now at about
Rs. 3-12.  But, as T saad, 1n all these stores we take a view of the market: you
cannot say that 1t is a real gmde, 1t is more a speculative price.

President.—Would it be possible to separate the price of Ry 3-12 dehvered
at your mill into t.o.b. price and the freight and landing charges®

Mr. Stones.—We ourselves are agents of the line of steamers that carry
Magnesium Chloride, so that we can work these out for you 1f you wish 1t.*

Piresident.—That would be distinctly helptul, because after all the price
we want to determine 15 roughly at what price normally the imported Mag-
nesium Chloride is likely to enter the country. There is another point affect-
ing the prices and that 1s this. 1s the consumer in India, 1 mean the cotton
mills, prepared to pay the same price for the Magnesium Chloride trom
Kharaghoda as it pays for the German Magnesium Chloride*

Mr. Stones.—No. That 1s the peculiarity of the whole thing; there is
always the question of quality from their point of view.

Presudent.—1 would come to the question of quality later on. What
would be about the difference®

M7. Stones.—1 think weaving masters in India will be prepared to pay a
rupee more for the German chloride—ior a fictitious reasons in my own
opinion. Their. behalf, is 1 am sorry to say, that everything Indian 1s bad and
everything foreign must be good. They have got the i1dea that there i1s some
special virtue in the German chloride that does not exist in the Kharaghoda
chloride. | had sent Kharaghoda Magnesium Chloride to one of our mills, It
had been at the place for only 2 days when the weaving master said that he
would prefer foreign Magnesium Chloride. My question was ‘why’? The
answer came back that the colour does not look as nice. But on the prac-

* Not received.
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tical tests and the chemical analysis it has certainly proved to be as good as
the German product. There is a bias.

President.—The point is that at present this prejudice exists, but if, after
a prolonged trial, the Indian product is found to be giving equally good
results, 1 take it that prejudice will disappear.

Mr. Stones.—Yes, but it does exist to-day.

President.—Well now, as regards this application for protection that has
been made by the Pioneer Magnesia Works T have two difficulties. 200
per cent. seems to me an enormously high duty, and it is practically impossible
to justify that figure unless we take as our basis a selling price which was
merely due to overstocking in the Bombay market: it was a purely tem-
porary thing. On the other hand, T find it equally difficult to see how 50 per
cent. is sufficient for them at present. You are importing Magnesium
Chloride for Rs. 3-12, they suggest a duty of Re. 1-8 per cwt. which brings
the price up to Rs. 5-4. But then the mills won’t pay more than Rs. 4-4
and certainly Rs. 4-4 is a hopeless price for them at present.

Mr. Stones.—Yes.

President.—Tt is unfortunate that we have not had a chance of putting it
to the manufacturer first; obviously he is the person to answer that.

Mr. Stones.—All 1 feel is that the consumer is not right in having that
hias, but the bias does exist against Kharaghoda. You have got to tacc the
facts. 1t represents anywhere between fomr annas to one rupee.

President.—No doubt it would vary with different buyers?

Mr. Stones.—Personally T would pay the same price. But there are
others who say it is not as good as the foreign product. We have got a staff
of chemists who have analysed the Kharaghoda produet, and the results have
been as good as with the German product. 1 have never found any difference.

President.—What 1 gather from what the firm themselves said was that
the colour of the Magnesium Chloride, as supplied by them, was inferior to
the colour of the German stuff.

Mr. Stones.—Yes.

DPresident.—But does that inferiority in colour afiect the cloth?

M. Stones.—]1 have never been able to trace the shghtest variation due
to the colour. T am only expressing my own opinion.

President.—~There is a difference of opinion, T gather, even amongst the
mills?

M. Stones.—Yes, even among my own staff. But personally 1 have got
no evidence yet. 1 have gone mto it with the idea of damming 1t if T can,
s0 that there should be no bias, but 1 have not found 1t myself. That i~ my
personal feeling. The main point in my opimion is that 1t should be free
from free irou; this is absolutely essential.

President.—Have any of the other mills alleged that there is free iron

in the Indian product?

Mr. Stones.—No.

President.—The Association have also said that it ought to be equal to
the imported stufl in the standard of refinement. What precisely does that
mean ?

Mr. Stones.—The desire of the Association is that it should be made
equally white so that the prejudice that does exist would be wiped out.

President.—Is ‘‘ refinement’’ the same as colour?

Mr. Stones.—No. ‘‘Refinement’’ and colour are two different things.

President.—What exactly is meant by ‘refinement’?

Mr. Stones.—I should personally say what it really means is that no
extraneous matter should be present in any quantity; that is all. You refine
anything to remove impurities of any kind in it.

President.—You mean that it should be simply what it professes to be

and nothing else?
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Mr. Stones.—Yes, of a reputable commercial quality free from impurities.

President.—Do some members of the Association think that the Indian
jproduct is inferior 1m that respect?

Mr. Stones.—Yes, some of them do.

President.—Tt makes 1t a little difficult for the Board to decide because
what the committee wants 1s some sort of guarantee that the Indian product
should be equal in colour and refinement. Who 1s to give the guarantee and
how is it to he arranged*

Mr. Stones.—The people who are asking for protection can surely give
«certain guarantees with hmitations.

President.—Does it mean this, that if the Board arce not satisfied that
they are capable of producing 1t equal 11 colour and refinement to the German
stuff, they ought not to recommend protection?

Mr. Stones.—Tt practically amounts to that: that is the feeling of the
Association.

Mr. Ginwala.—As the quantity used by you is so small you ean protect
yourself against that very ecasily. Supposing the quality deteriorates, you
can at once say ‘‘ well, this 50 per cent. was given to enable you to carry on,
if you do not improve your quality we shall again go back to the German
source’’.

Mr. Stones.—But why 1ncrease the price of the German Magnesium
«hloride?®

Mr. Ginwala.—Supposing that happens, and rather than use the inferior
article the millowners buy the German stuff, the manufacturer will at once
go back to the Government of India and ask for additional protection.
That will be your time to say that the quality 1s inferior.

Atrescaent —What 1 want to get at 15, what 1s the view of the Association?

Mr. Stones.—We feel that we do not want any protection to be given to
something which 1s obviously so mferior that we are going to put 50 per
cent. on the German article;, and then buy the article alter putting 50 per
.cent. on 1t.

President.—1s the Association as a body prepared to express any opiion
whether the product ot the Kharaghoda Works does or does not satisty the
«conditions they have laid down?

Mr. Stones.—It does not to-day.

President.—You don’t think it does?

My, Stones.—Certanly two-fifths of the members of the Technical
Advisory Commttee of the Association think that the Kharaghoda product
does not satisiy the conditions. Personally 1 do.

Mr. Ginwala.—1s 1t the position that, even tf you give 50 per cent., two-
fifths of the members will say thev will still buy the German stufi »

M. Stones.—Quite so.

President.—The Association, as a body, consider that these conditions
ought to be fulfilled®

M. Stones.—Yes.

President.—Some think that they are tulfilled, but the remammder think
that they are not fulfilled. 1t 15 a hittle difhcult for the Board to constitute
themselves as judges when the people who are im the business themselves
do not agree.

Mr. Stones.—1 quite recogmze that, and I reyuested one of my colleagues
who thought 1t did not tultil the conditions to come along to give evidence.
But he did not come along.

President.—Apart trom that, T was wondering whether your Association
contemplated any system ot Government inspection or control by which
Government should assure i1tselt that they were manufacturing the right
stuff ?
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Mr. Stones.—That was contemplated. 1t is contemplated by the Associa-
tion that, in return for the 50 per cent. duty, there should be enough check
to ensure freedom from free 1ron.

President.—There would have to be some system of inspection?

Mr. Stones.—Yes.

President.—As regards refinement I see no particular difficulty, but as
regards the colour they say they have tried in vain to get rid of the grey
colour, they cannot do 1t. Do a certain section of the Association think
that they should definitely overcome that difficulty?

M. Stones.—1 think 1n process of time they would eliminate that. Of
course a certain section of the Association advocate mo duty: they are
agaimnst 1t, but then there is bhound to he difference of opinion among a
large body of thinking men, in this particular case about the quality.
Personally T do not find it 1n any way harmful, and T think that gradual
usage would eliminate what 1 consider a false apprehension that the colour
is harmful. That is my personal opinion.

President.—That is to say, yvour personal opinion is that this colour in
the Magnesium Chloride 1s not harmful and goes away 1 the subsequent
stage?

Mr. Stones.—Yes. 1t is 1n the nature of crystallisation.

President.—Now, on this general question of the rate ol duty, supposing
a duty of Re. 1-8 per ¢wi , which has been suggested, was thought sufficient
to meet the need of the Works at present, and supposing the Board found
that 1t would have to be mcreased to Re. 2 or 2-8, would that aftect the
views ol vour Assocration?

M Stones, =Certaimly they would object to 1t unless vou hring about a
reduction 1n the excise duty.

President . —1 see that vou say ““ The merease i cost per 1.000 Ibs. of
cloth 1f a 200 per cent. duty was imposed, basing calculations on the average
price of Magnesium Cloride for the past 12 months. would be hetween Re. 1-4
and Re 1-12 in the case of Bombay ity and Tddand mlls.” What fguare
were you taking for the 200 per cent. duty ¥ 200 per cent. on what?

Mr. Stones.—On Rs. 3-12/-0. These figures vary with different people,
we worked 1t at Rs. 3-12-0.

President.—1{ 1t were hmited to 1/12 1t would ounly be one-fifth of the
figure you have given us, so 1t would he very small indeed,

Mr. Stones.—Yes.

President.—Then agmn, taking it for 1,000 yards on the average it would
be one-fitth of the one-fifth?

President.—What is the reasonable average figure to take for the cost of
1,000 yards of cloth?

Mr. Stones.—Re. 1-6-0 per Ib. at 5 yards per pound, that 1s 200 times
Re. 1-6-0.

Mr. Ginwala.—Are you taking the selling price or the cost?

Mr. Stones.—1 am taking the selling price. Unfortunately it is below
cost. You would not be far out 1f you took Re. 1-6-0 as the price, both cost
and selling price.

Mr. Ginwala.—Possibly we might wish to get information from the firms
that make a business of importing Magnesium Chloride, as they are probably
buying more constantly and following the market more closely, and it is
just conceivable that we might write to them and get information about
the prices. Can you give us the names of these firms?

Mr, Stones.—Yes.*
* The largest importers of Magnesium Chloride are: The Sizing Materials
Company, Hornby Road: Messrs. Chimanlal Kaliandas and Company, Tama-
rind Lane; Mr. Francas Khien, Amrut Buildings, Ballard Estate.
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President.—You have told us that the increase in the cost resulting from
the duty would be a good deal bigger in the Ahmedabad than in the Bombay
mills. Do they use more sizing because 1t is a drier chmate?

Mr. Stones.—A much heavily sized cloth is woven, and for this as much
as 100 to 130 per cent. of size is required there. That entails a much
larger consumption of Magnesium Chloride than in Bombay where the mills do
not put on more than 40 per cent. of size. The drier chmate in Ahmedabad
entails the use of more Magnesium Chloride so that you will have to double
it.

President —Is it about double the figure for Bombhay*

Mr. Stones.—T1t would be about 4 times as much. They would require
2% to 3 times as much sizing, and then they would have to have additional
Magnesium Chloride because Ahmedabad is all the year round much diier
than Bombay. .

M. Ginwala.—What is the effect of the size on the cloth®

M. Stones.——Tt strengthens the yarn. The pomt 1s that Magnesium
Chloride is only required when we size more than what is really necessary.
We can do without Magnesium Chloride altogether when we are sizing up
to 10 per cent or 15 per cent. 1t is all a question of holding the mowsture
that keeps the yarn phable. .

Mr. Ginwala—With regard to the German Magnesium Chloride, T see
vou have stated that it 1s a hv-product or even a waste product. But
there 15 also another factor which is that they get veryv cheap freight.

Mr. Stones.—~Yes. From the Stassfurt mines 1t goes down the Rhine to
Antwerp, and then it comes from Antwerp to Bombhay and there is practically
nothing in the way of freight.

M. Ginwala.—Do theyv use it partly as ballast®

Mr. Stones.—1t 1s bottom cargo. Any cargo is better than no cargo!

« M. Ginwala.—So that, in addition to its being a by-product, there is
this advantage which will continue for a long time*

Mr. Stones.—Yes. The freight rates are very cheap.

President.—I cannot understand the figures given by the Pioneer
Magnesia Works. Tt works out to Rs. 30 a ton from the factory at
Kharaghoda to godown at Bombay. How does it amount to as much as
that?

M. Stones.—You will have to proceed very cautiously with their figures.

Mr. Ginwala.—With regard to the natural advantages, can we really com-
pare the natural advantages of an industry in one country where it is
produced as a waste product with another where the article has to be manu-
factured? Would 1t not be fair to compare the natural advantages by
assuming that in both countries the article has to be manufactured?

M. Stones.—Tt 1s very unfair to say that India has natural advantages
as compared with Germany to-day.

MMy . Ginwala.—There is a real distinction to my mind, at any rate, hetween
the natural advantages which arise from natural causes and those factors
in which the advantage does not arise from natural causes but follow from
the conditions of the industry.

Mr. Stones.—1t is a natural advantage. They have got the Stassfurt
snines which have an unlimited supply of ‘“ mother hquor.”

M. Ginwala.—But is it not the fact that they have got to refine the other
chemicals? Therefore the advantage appears to he partly due to the fact
that Magnesium Chloride is found with other natural products which have
to be in their turn partially manufactured*

Mr. Stones.—Yes.

M. (inwala.—There 15 that distinction, T think, between the two condi-
tions?

Mr. Stones.—~Yes.
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Mr. Ginwala.—So that it may happen in almost any industry where one
industry is carried on along with other industries in more advanced-countries
with more organized conditions of work. If vou have to establish that
industry by itself in India, that disadvantage must occur.

Myr. Stones.—Certainly, although as regards Kharaghoda it might be said
to have a small natural advantage.

M. (hmwala.—But, all the same, if you are to look upon it strictly in
terms of the Fiscal Commission’s recommendations....... ..

M, Stones.—Then there is no case here at all, b(‘v.tuse lt does not fulfil
that one thing that 1t shall he able to stand on its own feet.

M. Ginwala —Unless 1t was modified to this extent that it was considered
appheable only under normal conditions.

M. Stones.—Even under normal conditions 11 is doubtiul, because it has
to compete with not only by-products but with waste products.

M. Gimcala.—What is yvour position® 1 take it that at present Germany
has a monopoly so far as India 15 concerned - 1s it not a fact that should
be taken into account® Supposing our relations with Germany became
straimed ?

M. Stones.—We allow that it has a scope. Tt will bring this abnormal
swing of the pendulum in the other direction. We might pav a httle more
in times when things are fairly free, hut we shall not pay so excessively
when things are abnormal.

M. Ginwala.—But there are two pomnts. Supposing there was again
war. Well, in that case it would be a distinet advantage to have an industry
established here?

Mr. Stones.—Yes. But 1t may happen as 1t did during the last war.
We simply turned from Magnesium Chloride to Calcrum Chloride.

AMr. (Vinwala.—But it will cost more?

Mr. Stones.—Yes, and of course it is not so satisfactory as Magnesium:
Chloride i sizing.

Mr. (hnwala.—The next point is that one country should not absolutely
depend on another country for its industrial requirements. Something may
happen in Germany which may dislocate its whole industrial organisation
and vou may be prevented from getting Magnesium Chloride from there. Ts
this the most suitable of the alternatives for your purpose® -

M. Stones.—Yes, it 15 the ideal deliquescent, cheap and very effective.

Mr. Ginwala.—In determining the price, what criterion would you
suggest ¥

Mr. Stones.—TIt is something about which T would have to think very
hard and very long.

Mr Gimwala.—You may recollect what recommendation we made in con-
nection with steel. There we said: first of all this is the price at which
India can manufacture steel and sell at a reasonable profit; then, this 1s
the price at which steel is imported into the country and the difference
between the two is the measure of protection. That 1s roughly the principle
on which we went. Here in this case what are we to do? With regard to
the price at which 1t can be manufactured atter making such allowances
as may be necessary, we may get 1t. But with regard to the import price,
you yourself have given all these variations. What are we to take?

My». Stones.—I would not take anything above Rs. 6 which is just as far
as we can go.

Mr. Ginwala.—If that is the price which they get, will you be
satisfied ?

Mr. Stones.—We will never be satisfied.

Mr. Ginwala.—Suppose we found, after allowing them a reasonable profit,
il came to a certain figure not exceeding Rs. 6, would your Association accept
it as a reasonable figure as a starting point?



117

Mr. Stones.—It is rather a difficult question. Tt is an Association ques-
tion more than a personal one. Personally T would be prepared to pay Rs. 6,
but some of our members would not. 1 would not commit the Association.

Mr. Ginwala.—Would Rs. 6 he an excessive burden?

Mr. Stones.—Tt cannot be. Rs. 20 would not be an excessive hurden
when we are hearing hurdens 50 times more than that in the shape of cotton
excise duty.

Mr. Ginwala.—Tf we can derive a figure which would make the manufac-
ture reasonably remunerative to the manufacturer and at the same time not
unduly burdensome, the position will be much easier.

M. Stones.—Yes.

M. Ginwala—Supposing the German price falls very much below that
figure, then of course, the country can say ‘‘make good the difference by
an extra duty ”’ which we called 1 the steel enquiry off-setting duty. That,
you thimmk, might meet the situation provided the price fixed is not
excessive ?

Myr. Stones.—Yes.

Mr. Ginwala.—With regard to colour, there ix always that danger in
protection. Free-traders always say, don't thev, the moment you give pro-
tection there is a chance of the manufacture deteriorating® Tt 1s not neces-
sarily confined to this particular industry. Of course in this case there
ic only one firm manufacturmg Magnesium Chlonde at present, hut that
is really an accident.

Mr. Ntones.—1 don’t know. We have mentioned that, it protection is
given, we would like to see a standard fixed and mamtained.

Mr. Ginwala —Supposing  the amount of protection that they get is
enough, they may become slack.

Mr. Stones.—That 1s one stable argument of free-traders, but we don’t
want to give protection unless we are assured that a reasonable standard
will be kept up.

Mr. Ginwala.—As the President pointed out, how are these guarantees
to he enforced”? They can be enforced by direct supervision. Who 1s going
to supervise?

Mr. Stones —The Government of India have got Factory Inspectors, Excise
Tnspectors and so on. 1f T were running a place like that, 1 would soon
find somebody to do 1t.

Mr. Ginwala.—Would it he possible for the Millowners’ Association to
find for the Government a swmitable man who can live i the premises and
do the supervision?

Mr. Stones.—Tt would be possible for them to find a man, hut it would he
asking them to do somehody else’s work.

Mr. Ginwala.—They will be looking after their own interests.

DPresident.—Tt must be Government work if it is to be done at all?

Mr Stones.—Quite.

President.—Supposing the position arose that the Government Inspectors
held that the quality was all right and half the mills got up and said that
it was not, what is going to happen? After all, Mr. Ginwala is right in
suggesting the inspection might be by a representative of the Millowners’
Association, because 1t is only the mills who can decide whether the quality
is up to a certain standard or not.

Mr. Stones.—Let a certain definite standard be laid down.

President.—If you can certify that there are no impurities, that will
settle the question?

Mr. Stones—Yes.

Mr. Ginwala.—As regards the colour?
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_Mr. Stones.—T think that we have eliminated the question of colour and
said that in course of time colour would improve.

President.—There the Pioneer Magnesia Works have no particular hope.
They have uniformly failed in their endeavours to improve the colour.

Myr. Stones.~—T say that, as far as we can ascertain, it does not affect the
cloth.

President.—You have told us that, as regards the suitahility of the colour,
there 1s a difference of opinion amongst vou.

Mr. Stones.—Yes. The point is that those who do not bhelieve in it will
go in for the imported article.

President.—We come back to the old point. Your Association agree that
protection may be given 1f certain conditions are tulfilled, and a large number
of members of your Association think that they are not fulfilled.

Myr. Stones.—Even then, a standard could be laid down. After all, you
could never satisfy 100 per cent. of the people on any subject.

M. Ginwala.—The difficulty in this question 1s this+ that even if you
put on a duty of 50 per cent. you will not be able to induce a millowner who
beheves 1n this colour disadvantage to use it.

Mr. Stones.—Quite so. e will have to buy it from outside. We only
want reasonable guarantees that the product will be all right.

Mr. Ginwala.—The trouble 1s, supposing a guarantee 1s given, two-fifths
ot your members, or whatever it is, will still say *“ we don’t agree ”’.

Mr. Stoncs.—They will buy from outside. Still you can protect those who
agree for the sake of the country.

Mr. Ginwala.—We are tryving to investigate that. T suggest to vou this.
Tt may be possible for you to say to the Government ‘‘ we will keep our
man there "’. Government or you can pay. Tt is a very small matter. He
will do the work of supervision.  Supposimg, on the other hand, the millowners
are dissatisfied with the quality, they can report the matter to their man
at the works, who 1s the Inspector or whatever he is called. or to the Govern-
ment of Tndia and say ““ we are willing to submit to this additional tax
hut we are not satisfied with the quahty 7’ and the Government of Tndia may
say ‘“ all right, we will hold another enquiry.”” That 1s a sufficient guarantee
to you.

M. Stones.—Ti a reasonable standard quality 18 given, T don't think
that the trade itself would have any objection,

M. Guueala.—We cannot lay down any enforceable standard, that is the
trouble.

Mr. Stones.—We can say that 1t shall consist of so much percentage of
magnesia, so much percentage of water, and so forth and that there shall
be no trace of ““ free iron.” That 15 good enough. It will be possible then
by a chenncal analysis to say whether 1t comes within the standard or not.

Mr. Ginwala.—When you lay down a standard like that, you will have
10 constitute some authority to apply 1t.

M. Stones.—What is our remedy then? Our remedy is that we cannot
buy any more Kharaghoda.

Mr. Ginwala.—At the same time you report against the industry.

Mr. Stones.—1 must have some lines to see whether it is right or wrong.
There must be some defimte standard fixed.

Mr. Ginwala.—You can say that it 1s not of commercial quality, we
have given it a fair trial and we find it 1s detective. If a number of com-
plaints on these lines are received by the Government of India, they will
say that this 1s the only firm manufacturing it and that they will look into
the matter. There is an end of it.

Mr. Stones.—That is right, so long as there is a reasonable guarantee
that they don’t fall back. We don’t want to give 50 per cent. more for
nothing.



119

Mr. Ginwala.—With regard to your Millowners’ Association, how does your
As.socw._tlon work when a question like this is referred to it? Did you have
this point discussed at a general meeting?

Mr. Stones.—Yes. Generally it is referred to a scientific sub-committee,
who have to submit a report to the general body. A mecting of the general
body is then called and the report 1s discussed.

Mr. Ginwala.—1s 1t a rule that the majority opinton hinds the Association ?

Mr. Stones.—Yes.

M. Ginwala.—May T take it that this present opmion is that of a
majority?

Mr. Stones.—Obviously.

Mr. Ginwala.—So {ar as the outside world is coneerned, though you differ
from the majority, yvou feel vourseli hound by what has heen done.

Mr. Stones.—That happens 1n all questions,

Mr. Ginrala.—Those who are in a minority are apt to say that they
are 1 a nunority and therefore they are compelled to accept the opimon of
the majority.

Mr. Stones.—There 1s always a section which does not want protection
for anything 1n any way.

My, Gunwala.—A person may be in a minority and he may say, as he was
in a munority, he did not press his opimon: still he will abide hy the decision
of the majority,

M. Stones.—Fortunately the Millowners’ Association have got the support
ot over 80 per cent. of their members. 1 don't thimk that any member of
the Association will say ¢ 1 don’t agree to it 7.

My, Ginwala.—They won't be i a position to do it, in your opinion ¥

Mr. Stowes.—1t the Tariff Board make a recommendation and if the
Government of India accept it, they will have to abide by 1t.

Myr. Kale.—With regard to the standard of quality that we have been
discussing just now, will 1t not he a satistactory thing 1f we suggest, for
instance, that the Government Test House in Cadeutta nught bhe asked to
test the Kharaghoda stuff every fortmght or every month, and will not that
opinion have some weight with the members of your Association?

M. Stones.—1t would have.

M. Kule.—That is now hemg done 1n the case of many articles, for
example, cement.

Mr. Stones —Yes, 1 know.

M. Kale.—The test carried outl in the case of cement at the Alipore
Test House 1s regarded as a satisfactory test. 1 dount’ sce any reason why
a  similar practice should not be establhished in the case of Magnesium
Chloride. No doubt those who do not want to use 1t or have very strong
prejudice agamst 1t will not use 1t.  That also happens 1n the case of cement;
1n spite of the {act that the Government Test House at Alipore have declared
the Indian cement to be entirely satistactory, there are some people who
have got a very strong prejudice against 1t, hut as 1t 1s hoped that that
prejudice will gradually disappear, may we not hope that this prejudice
also will disappear 1 view of the opinion of the Test House given from
time to time?

Mr. Stones.—That is my real feeling on the matter. Time will eliminate
the feehing that the Magnesium Chloride trom Kharaghoda s not so good
as the German product.

Miy. Kale.—The question was raised with regard to the machinery for
testing the Kharaghoda product and therefore I suggest that the Government
Test House might be asked to do 1t.

Mr. Stones.—In view of the importance of the cotton industry of Bombay,
an institution like the Test House at Alipore would be an excellent thing.
It will carry out a monthly test or something ot that nature. That is all



120

that is needed. 1 don’t want to lay down any hard and fast test and penalties
attached to it, if 1t does not come up to the standard.

Mr. Kale.—1 should like to know whether Magnesium (‘hlonde is used
as a sizing material by the handloom industry.

Mr. Stones.—No, or rarely so. T have never come across a case. T don’t
think it 1s used. The handloom industry uses a very rough paste, wheat
starch or something like that.

M. Kale.—1 am only asking you whether there is any demand for Magne-
stum Chlorire for sizing in the case of the handloom industry.

Mr. Stones.—Neghgible.

Mr. Kale.—Are there any Magnesium Cloride Works in Great Britain?

M. Stones.—Not that 1 am aware of. There were one or two works which
made Magnesium Chloride during the war, but 1t was very expensive and
r(mly i War measure.

. Kale.—They also are buying from Germany?

M . Stones.—Practically all the world’s supply comes from the Stassfurt
niines.

M. Kale.—With regard to the question of standard price which we were
discussing, 1t occurred to me that in the course of the next three or tour
vears, if we were assured about the full output of the Kharaghoda Works,
what might be called the normal price in the case of these works could be
obtained after they had secured certain concessions with regard to railway
treight and so on. Can you not say that that price may be taken as a
standard price, so far as the Indian stuff is concerned®

M. Stones.—1 don’t hke to express any opinion now 1 would rather
deal with the standard price of the future 1in future There are so many
factors in it.

M. Kale.—1 am putting 11 m a very general way. Of course 1 den’t
want to tie you down to a particular figure.

M. Stones.—There are certain considerations which go to make up what
might be regarded as a normal price,

Mi. Kale.~1 think that, in the case ot Kharaghoda Works, when they
are working up to ther full capacity, and when they have practically mtro-
duced all the econonues that are practicable, we may get a price which
may be regarded as a normal price | am not quoting, any particular hgure.

M. Stones.—I suggested earher that that price should be determined
at not more than Rs. 6 with guarantees tor the quahity, but 1 am not prepared
to dogmatise on that.

Mr. Kale.—May T take it irum what you have said that, on the whole, you
would favour a locally made article rather than an uupnrted article, 1n the
anterests of the country?

M. Stones.—Yes, in the interests of India.

Mi. Kale.—Your only difficulty is that you are already handicapped on
account of your imported stores?

Mr. Stones.—We have got a tremendous number of handicaps.

Presidend.—What 1t comes to 1s this  that by protecting a number of
minor imdustries you might knock out a major industry ?

M. Stones.—Yes. We have already very heavy burdens on us. These
small ones, all added together, have the effect of cramping the industry.

President.—1 take it that i the event of supphes beimg cut off from
Germany owing to another war, 1t would not he difficult to start the manu-
facture of Magnesium Chloride again?

Mr. Stones.—No.

President.—1 gather that they started comparatively early in the war
in October 19157

Mr. Stones.—Yes.
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President.—From their written statement T gather that there is no
elaborate machinery required—nothing that you could not improvise in the
country.

Mr. Stones.—Quite.

President.—Purely from the point of view of national interests in time
of war, 1t 1s not absolutely necessary that the industry should be gomg on
all the time?

Mi. Stones.—No. Kharaghoda 1< still there and Government could put
down a plant i three or four months as a national measure 1t necessary.

Piresident —Our experience durmg the last war showed that. once the
stimulus of torergn competition was removed, the Indian manufacturer charged
a pretty high price unless Government controlled him.

M. Stones.—Yes.

President —T do not know whether you would he able to tell us about
these enormous salt deposits 1n Germany at Stassfurt 1 take 1t that they
contain a good many salts which Kharaghoda would not contam

M. Stones.—Quite so,

President —In that respect, quite apart from the pomnt that wa< put to
you hy Mr. Ginwala, there 1s a natural advantage which s mmdisputably natural
in Germany which Tudia has not got.

M) Stones-—Quite so.

resident.—Abhout what Professor Kale was putting to yvou about the
standard price to be armved at, no doubt i endeavourimg to prove the
question whether the industry could eventually dispense with the abnormal
assistance, we have got to determine the standard cost, or at anv rate the
standard price which will give the industry a reasonable proht  But 1
rather gathered that Protessor Kale was suggesting 1o you that that nught
be adopted as the price you ought to get  There still remains the question
ot comparing that price with the price of the mmported article.

M. Stones —That s the essence of the whole trouble.

President —It 15 hhe this. Professor Kale's standard price gives you
one leg and the actual price at which the foreign stuft 18 comung mm forms
the other leg and the difference 1s the amount of protection that is required.
But unless the difference in the height of the two legs is fixed by the amount
of tarift, 1 don't think that protection ought to be given 1f in the long run
the industry s going to need more assistance.

M. Stowes.—That 1s right.,

President —11 it be a temporary period for a year or two, they would allow
1t but 1if, say, 20 years abhead, they were still requiring protection, they wonld
think that this was not a case for protection.

M. Ghnmweala —There is no quotation from England m the Chemical Age,
but there 1s one 1 the Scottish Chemical market.

Mi. Stones—Glasgow s also a big centre for heavy chenneals, T will send
vou a copy of the Dyers and Cahico Printers Journal showing the prices *
Ti you are sendimg Home, the India Office will he able to get vou correct
prices from that. The Chemical Age covers a wide field and may not contain
quotations for Magnesium Chloride,

Mr. Ginwale.—The price quoted 1 the Scottish Chemical Market 1s
£3-15-0 c.a1.f. United Kingdom. What deduction would you make from c.i.1.
United Kingdom’and t.0.b. Antwerp*

M:. Stones.—There is no comparison. c.i.f. United Kingdom Port 1s about
the same as c.1.f. Bombay.

President —I1f these fluctuation in prices are merely due to the state of
the local market owing to excessive importations, 1 don't think that they
are of mmportance to us. What 15 much more mmportant for us to know is

* Not pruTtZd.
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the f.o.b. Antwerp price; also any big alteration in freight rates, because,
after all, if mills keep large stocks, we cannot deal with that.

My, Stones.—Quite.

Mr. Ginwala.—How long can you keep Magnesium Chloride without
deterioration?

M. Stones.—It depends on the state of the drums. 1f they are airtight,
you can keep it tor a long time.

Mr. Gimwala.—Are these drums stecl drums or what?

M. Stones.—They are pressed steel drums.  Some are also made of wrought
iron. 1i the drums are not air tight, there will be a tremendous amount
of loss.

M. Ginwala.—Do they form a substantial portion of the cost?

M. Stones.—Yes.

Mr. Ginwala.—From Germany also you get 1t m similar drums®

Mr. Stones.—The drums in Kharaghoda are hetter than German drums.
‘They are better able to stand knocking about,

Mr. Ginawala —That 1s why, | suppose, there is overstocking in the market
I{ does not deteriorate by keeping?

Mq. Stones.—It does deteriorate by keeping, because, though the drums
are supposed to be air tight, few of them are so, and there 1s the danger
of deterioration. You canmt keep it for long. 1 buy 1t from month to
month.

My. Ginwala.—How much does a drum hold?

Mr. Stones.—4 cwts.

Mr. Gimwala.—The average cost is Re. 1 per cwt. It is over 40 per cent.
of the cost.

Myr. Stones.—That, 1 should 1magine, will be biggest charge ot all.

Mr. Ginwala.—Would it be better to have the drums galvanised ?
My, Stones.—1t would be better.

Mr. Gimwala.—Do you get them galvanised ?

Mr. Stones.—No, they are mostly rough plates.

Witness No. 4.

GOVERNMENT OF BOMBAY.

‘WRITIEN.
No. L

(Letter, dated 9th January 1925.)

I am directed by the Government of Bombay, to refer to your

No. 4.T., dated the 30th July 1924, regarding the claim of the indigenous
magnesium chloride industry to protection against foreign competition. In
reply, I am to forward herewith copies of reports from the Superintendent of
Industries, Bombay, and the Collector of Salt Revenue, Bombay, giving th.e
information required by you in connection with this question, so far as it is
available. Information regarding the factory at Kuda has not yet been received.
The Dhrangadhra Darbar, within whose jurisdiction the factory works, has
been asked to supply the information, and a reply from the Durbar is awaited.
Their report will be forwarded to you as soon as it is received.
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3. As regards the opinion of this Government in the mattet, I am to say
¢hat, in view of the absolutely unaccountable vanations in the main heads
of exll:enditure as disclosed by the figures available, it is very difficult to say
to what extent the cost of production of the article can be reduced. A
from the fact that it is inferior in colour, it is not at all likely that the
indigenous article can ever Sompete on level terms with the foreign article
unless it can command an infinitely greater market than at present. Under
present conditions, an export market for the indigenous article is out of the
question unless the industry is helped by liberal bounties. The Government
of Bombay are not in favour of giving bounties at present, but consider that
tho indigenous industry should be helped to capture the Indian market first,
for which purpose a very high protective duty is necessary. It is not expected
that the indigenous article can be sold at much less than Rs. 5 a owt., and
as the reported ex-godown price of the foreign article is Rs. 2-12.0 per owt.,
it would require an ad valorem import duty of nearly 80 per cent. to put it
merely on a level with the imported article: and even them, owing to ite
inferior colour, it is doubtful whether it would compete with the latter.

If, therefore, the aim is to keep out the foreign article by a protective duty,
that duty should not be less than 100 per cent. ad wvalorem, and this is what
the Government of Bombay recommend.

Enclosure.

Copy of letter No. W..12—820, dated 4th November 1924, fram the Buperin.
tendent of Industries, Bombay, to the Deputy Secretary to Government,
General Department, Bombay.

In response to your memo. No. 4861-8180.D., dated 25th September 1934,
1 have the honour to submit my views on the question atter having consulted
the Collector of Salt Revenue on the subject, & copy of whose letter I
append herewith.

2. I visited the Pioneer Magnesia Works, Kharaghoda, about two years sgo
and found that the process of manutacturing magnesium chloride followed
i the Works was rather crude. Their turnaces were not well designed and
therefore not very efficient. 1 suggested some improvements ,by utilizing
some of the waste heat of the furnaces for preliminary heating of the bitterns
before it is finally boiled and evaporated, and by using shallow storage tanks
instead of deep ones for the bitterns in order to take advantage of natural
evaporation and thereby reduce the cost of fuel used for evaporating and
concentrating the liquor wholly by means of fuel.

8. I have not been able to visit the Works since then and do not therefore
know how far my suggestions were carried out.

4. This is a new and very important industry in India, and if well
developed on proper lines it is capable of large expansion and of adding to the
revenue of the country by creating a big export trade in magnesia. The
raw material is abundant and could be had almost free of cost and the arid
and hot climate of Kharaghoda is peculiarly suited to taking advantage of
puti:l natural evaporation and concentration of the mother liquor by the
sun heat.

5. As regards the cost of manufacture I am of opinion that it can be
reduced if expert advice is obtained from some experienced chemical engineers
on the most modern methods of manufacturing this salt. It is true that the
Company have engaged a chemist but this problem cannot be solved by a
science graduate or an academical teacher of chemistry. The discoloration
of magnesia at Kharaghoda may be due to the defective method of manufacture
or gome inherent chemical impurities which could be remedied by a chemical
engineer. | !

6. I have anslysed some of the chief items of expenditure given on page 48
of the pamphlet on ‘' Enquiry regarding the grant of p;‘;teotion to the



1M

Magnesjum Chloride Industry ' the result of which I give below in cost in
apnas per cwt. of magnesis manufsctured :—

Year. 1916 | 1917 | 1918 | 1919 1920 1921 1922
.
Production . cwta. |19,327 |22,806 [36,903 ] 36,434 | 29,642 | 17,034 | 27,069
Factory charges . annas.| 167 46 72 81 62 10-2 56
Fuel . . . ” 33] 99 172 10-2 9°5 14:1 76
Drums and packing ,, 90| 143 | 210 170 154 33-7 98
Establishment . ”» 56H 66 77 25 28 11-4 317
Selling charges, cte. ,, 16:7 | 137 | 168 13-7 89 195 b4

YTy ——r

7. From the above statement it will be seen that there is a very large
difference in each of these five chief items of cost from year to year. As for
instance the cost under tactory charges per one ewt. of magnesia produced
was 16'7 annas in 1916 while it was only 4-6 in 1917, though there was not
much difference in the production of each of these vears.

8. In the same manner the cost of fuel was the lowest, 1.e., 8'3 annas
per cwt. in 1916 which rose to the highest in 1918, i.e., 17'2 when almost
double the quantity of magnesia was produced, which should have reduced
the cost a little instead oif increasing it to more than five times.

9. It is stated in page 49 of the pamphlet that the expense in 1921 was
high because the production was exceptionally low in that year. With a
production of 19,327 cwts. in 1916 the cost of drums was 9 aunas per ewt, bui
with a production of 17,084 cwts. in 1921 the cost rose to 337 annas and
even with the maximum production of 86,908 cwts. in 1918 the cost could
not be reduced below 21 annas. This may perhaps be due to enhanced price,
if any, of iron sheets of which the drums are made, though it is not stated
in the pamphlet. The cost of drums and packing is a heavy item amounting
%0 almost & rupee per cwt. and if the drums are made stronger and better
(corrugated and re-inforced) they may be returned to the factory at a very
low cost in good condition for re-filling.

- 10. The establishment charges were the lowest in 1919, /.¢., annas 2:5 when
the production was 36,434 c¢wts., but it was 7-7 annas in 1918 when the
production was almost the same.

11. I give below the minimum and maximum charges obtained for these
five chief items of expenditure in annas per cwt. of magnesia turned out,
from which it will be seen that while the total for the ininimum charges
amounts to 24'8 annas that for the maximum amounts to 98'5 annas—about
four times over—

Minimum. Meaximum,
Faotory charges . . . . 46 167
Fuel . . . . . . 84 17-2
Prums and packing . . . . 90 887
Estgblishment . . . . .26 11-4
Belling charges . . . . . b4 10-5
' 18 085

No reasons are vouchsafed for these large discrepsncies and I think they may
bhe either due to defective management or defective eystem of book-keeping
or large fluctuetions in the prices of fuel, materials and wages.
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12. These five chief items analysed above constitute more than half of the
cost of production and it may be possible to reduce them to the minimum
obtained during some years as shown in the above statement.

18. The cost of production could still be reduced if the outturn and sale
could be increased by creating new outlets for the stuff by means of an
export trade to foreign countries. There is almost an unlimited supply of raw
material available at Kharaghoda for the manufacture of this salt, but in order
to enable this nascent industry to compete with Germany, a certain bounty
shall have to be given to it, in the beginning on all magnesia exported from
India without which it may not be possible to create an export trade in it. This
will enable the Works to expand and reduce their cost of manufacture to a
great deal. |

14. There is yet another way of decreasing the cost of manufacture of
magnesia and that is by helping and encouraging the manufacture of refined
salt side by side with magnesia. T cntirelv agree with what is stated in
paragraphs 18 to 21 (pages 18 and 19) of the pamphlet. Tn spite of inexhaustible
supply of salt (Sodium Chloride) in the country owing to its peculiar geographical
situation a very large quantity of refined salt is imported from {foreign
countries. Tf indigenous salt could be ensily refined and produced by this
Company side by side with the manufacture of magnesia, it would certainly
tend to reduce the cost of manufacturing the latter because the manufacture
of magnesia is carried on only for six or seven months in a vear and the
charges of permanent establishment, rents, taxes, depreciation interest, etc., are
therefore very heavv and borne by magnesia alone. If the manufacture of
refined salt side hy side with the manufacture of magnesia chloride is
established with the protection and help of Government, there is every
possibility of these two nascent industries flourishing and adding substantially
to the revenue of this country.

15. The Kuda Magnesia Works of the Dhrangadhra State seems to be a
formidable rival of the Pioneer Magnesia Works of Kharaghoda, and in order
to prevent both these concerns competing and ruining themselves, and as
Government is closely interested in the cxistence of the latter T suggest that
some agreement on certain terms and conditions may be made between the
twn to enable them to work in harmony and co-operation without coming
in the way of each other.

16. In face of the widely varying figures of cost of manufacturing mag.
nesium chloride as supplied by the Company, it is very difficult to suggest
a certain fixed tariff duty for the protection of the industry, but T suggest
that the selling price of the imported stuff should be so regulated by the
tariff as not to be less than Rs. 5 per cwt. in Bombay at least for three
vears, and in the meantime the Company may be asked to submit a proper
basis of the cost of manufacture by effecting strictest economy in their
various items of cost. This should not be very difficult for the Company
now as the prices of fuel, wages and other materials have fairly settled down.

Copy of letter No. 125-1, dated 25th October wrrc, from G. L. MacGreger,
Esq., MA., 1.0.8., Collector of Salt Revenue, Bombay, to the Superin-
tendent of Industrics, Bombay.

In returning the copy of the enquiry regarding the grant of protection
to the Magnesium Chloride industry, received with your letter No. W. 12—721
of 11th instant, I have the honour to state as under.

2. The trouble with this industry is that the Indian demand for Magnesium
Chloride cannot amount to more than 4,000 tons (value at 8/8 a cwt. equals
Rs. 2,80,000) on the firm's own showing. The demand outside that from
the mills is negligible. Cotton mills are situated. the bulk of them in Bombay,
a8 few scattered over India, Ahmedabad, Calcutta, Sholapur, Madras, Gokak,
Viramgam, snd Wadhwan being places known $o me. Bombay on aceount
of its damp climate tak=s less magnesium chloride than Ahmedabcd.z'l’he

E
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Bombay conditions prevail also in Calcutta and Madras. The maximum
demand for this Company's chloride would therefore be confined to Gujarat,
Wadhwan, Sholapur and Gokak mills and any mills in Upper India, or s
total number of looms which will be less than half the number in Bombay
itself. I think the estimate of 4,000 tons is therefore rather high. The
Pioneer Works are able to turn out that quantity, therefore they can never
be worked to their full capacity.

8. The other manufacturer is the Dhranghadhra State, whose factory is at
Kuda, 51 miles further from mill centres outside Kathiawar than Kharaghoda.
As the Dhrangadhra State has bound itself to charge the same rate of
royalty as Pioneer Works pay. the latter should he able to undersell them
owing to their proximity to the market. But the curious position exists now
that we have given up charging a royslty and have gone into a profit sharing
scheme, last year there were no profits to share. 8o presumably the Dhran.
gadhrs State’s hands are now free and it may by bounties, cheap freights on
its own line or otherwise make its works a formidable rival to the Pioneer
Company, and there will be two competitors for the 4,000 ton demand, even
if the foreigner is squeezed out by a tariff. I do not know what the State works
can produce but it should be a considerable quantity seeing that thev have
used this manufacture gs a lever to upset an agreement that had been
binding on them for over 20 vears. Neither plant will be able to work up to
its full capacity or one will kill off the other. Tf neither Company can work
up to its full capacity overhead charges must remain unnecessarily heavy
and a reduction in prices become more difficult. Also neither of these factories
can work throughout the year unless the stores of mother liquor are protected
from the monsoon.

4, This application is however not in the interests of the Pioneer Works
alone, but of the whole indigenous industrv consisting of both the factories.
The import of magnesium chloride from the United Kingdom is negligible.
Practically all of it comes from Germany. If protection is given it will have
to be given to keep the German product out. The Pioneer Company state that
the latter commands a higher price in the market than their article, because
the Kharaghoda sarticle is grey in colour. As the Government rovalty has
gone, the cost would be at least Rs. 1.8 a cwt. cheaper or average Rs. 8.1.9.
The cost of containers Rs. 1.2.0 per drum, seems rather heavv, it is equal
to the cost of manufacture. Drums are not returnable, probably because
the contents corrode them, but thev mayv be more useful than the imported
drums, at the other end after they have been emptied. To that extent the
Pioneer's drums will be more valuable than the containers of the imported
article but I do not know if mill owners consider much trifles. Judging bv the
huge heaps of scrap in every mill compound they do not.

5. It will be seen that in their original application to the Government of
India for protection (page 20 of the printed pamphlet) they asked for a
200 per cent. ad valorem tariff. In their reply to the questionnaire they have
reduced this to 50 per cent. But the price at which the Pioneer Works say
they can pay the stuff down in Bombay, includes certain items which appear
to be unnecessary. For instance godown rent ir charged in Bombay and
profits are calculated on this and also on railway freight. I do not think it
should be necessary to store stuff in Bombay, it is a great saving in handling
mhqrges if it is railed direct to the mill, and T do not see why they should
claim a profit on out of pocket expenses such as railway freight :—

I would work out the costs as follows :—

Rs. A. ».
Production cost . . . . . . . 819
12} profit . . . . . . . 0 6 8
Freight to Bombay . . . . . . 100
Plus Government profit presumably 12} per cent. . 0 6 8

L 3
-
-
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The imported article is said to be landed at Bombs{xat Rs. 2.12.0 per cwt.
godown delivery (page 39, Mr. Knight's letter of 15th November 1928). Apart
from the prejudice against the colour of the Karaghoda article there is also
the price in favour of the imported article. So there is little wonder that
Bombay takes nothing trom the Pioneer Works. To counteract this resnlt
require & duty of 80 per cent. (psge 42). The Company says the price in
Bombay is irom Rs. 3-R-0 to Rs. 3-12-0 f.o.r. so there would be ample margmn
in case of a protective tariff being imposed to cut the prices there.

6. It is impossible to say when, if ever, the price of the imported article
would go back to pre-war rates. It is not only in magnesium chloride that
German rates are extraordinarily low. The same holds good of sewing
machines, cash boxes, bicycles and a number of other articles which Germany
is putting on the Bombay market at prices 50 per cent. lower than the same
grade of article from the United Kingdom. This must be due to internal con-
ditions in Germany.

7. Tt is entirely a question of policy. If Government desiree to exclude the
German article the protective tariff imposed must be 80 per cent. ad valorem
(not market rate) or Rs. 2-2.0 per cwt. As regarde the claims for protection
(page 50) :—Question 99 answer is correct. There are large supplies of the
raw material, cheap labour, cheap power but not a very large or expanding
market,

It should be noted, however, that production of salt at Kharaghoda is
being curtailed to 18 lakhs of maunds this year and there are prospects of
still further reduction in the near future; but there will be an ample supply
of bitterns.

B. The Industry could not develop unaided.

C. I do not agree that the industry in 10 years could face unsided the
competition of the world. The pre-war rate of Rs. 8-8-0, when Germany had a
monopoly could probably stand some cutting, and it would not, T think, be
possible to reduce production costs below Rs. 8.0.0, f.o.r. Kharaghods.

Q. 700. A. As the vats in which the bitterns are stored are in the open
air and liable to deterioration from rain in the monsoon, the bitterns can only
be obtained at the time of salt manufacture, i.e., from December onwardg—
working over more than four months would necessitate roofing the vats.

B. Calcutta and Madras would be out of the range of these factories, as
the freight would be prohibitive but the number of mills there are practically
negligible.

Q. 101. The quantity of Bromine present in the bitterns is only ‘07 per cent.
and in ordinary times it would appesar to be hardly worth the cost of recovery.

Q. 102. 1 agree with the firm.

Q. 103 to 105. T think the protection required is underestimated.

Q. 106. 1 agree with the firm that the quantity of magnesium chloride
required in the textile trade is so small that the protective tariff would not
fall on the consumer.

8. If the cotton mill industry expanded enormously as it might do, the
demand would increase proportionately but the Germsn article would always
compete unless killed by a special tariff.

No. IT.

(Letter, dated 24th February 1925.)

With reference to the concluding portion of paragraph 1 of my letter
No. 4861-8180-D., dated the 9th January 1925, T am directed by the Govern-
ment of Bombay (Transferred Departments) to forward herewith for vour
information a copy of the letter from the Dewan of Dhrangadhra State.
No. 68, dated the 30th January 1925, regarding the manufacture of
Magnesium Chloride in that Btate,
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Copy of letter No. 68, dated the 30th January, 1925, jrom the Dewan,
Dhrangadhra State to the Government of Bombay.

In continuation of my letter No. 8, dated 12th November 1924, I have
the honour to inform you that the Magnesium Chloride Industry in this
State had to be dropped as the local product was unable to compete with the
German made Magnesium Chloride in prices, which were much less than the
actual cost of the production of Magnesium Chloride and of drums in which
it was packed.

The competition of foreign made and specially of German-made Magnesium
Chloride hegan to be very seriously felt nearly two years ago and since then
our contractor had to drop the idea of manufacturing Magnesium Chloride at
the State Salt Works at Kuda, as the local made Magnesium Chloride had
no chance of competing with the similar product from foreign countries. 1n
the opinion of the Darbar, 1t would be very encouraging if the Government
extend generous protection to the important loeal industry,

Witness No. 5.

THE SIZING MATERIAL COMPANY, LIMITED.

WRITTEN.

(Letter, dated 14th Octoher 1924.)

We are in receipt of your letter of the 13th instant with reference to the
c.i.f. price and market price of Magnesium Chloride and in connection with
same we have tabulated below our average c.i.f. selling price of this article
from the month of April 1928 up to the present month, and trust this is what
YOU require : —

- C.i.{. selling price Market price per

per ton. cwt. ex stock.

£ s d Rs. 4. »

April e e 4 50 4 4 0
May . . . . . . . 4 00 4 0 0
June . . . . . . . 217 6 212 0
July . . . . . . . . 2 80
August . . . . . . .. 2 80
September . . . . . . .o 2 80
QOctober . . . . . . 326 300
November . . . . . . 350 212 0
December . . . . . . 310 O 300
January (1924) . . . . . 3 40 ¢ 3 60
February . . . . . . 312 ¢ 3 80
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I C.i.f. selhng price Market price per

per ton. cwt. ez stock.

£ s d Rs. A, p.

March . . . . . . 3156 0 312 0
April . . . . . . 315 0 314 0
May . . . . . . . 4 0 0 4 4 0
Jde . .. . ... 4 2 6 460
July . . . . . . . 4 7 8 412 0
August . . . . . . 4 76 5 0 0
September . . . . . . 5 0 0 b 4 0
October . . . . . . 6 2 6 5 4 0

You will note that we have omitted to give you a price in sterling for the
months of July, August and September as during that period we neither sold
direct to a mill nor did we import any of this article but you may take it for
granted that the price during these three months would be round about
£3-0-0 per ton c.i.f.

Witness No. 6.
MESSRS. CHIMANLAL KALIANDAS & CO., BOMBAY.

‘WRITTEN.

(Letter, dated 20th December 1924.)

We beg to acknowledge receipt of your letter No. 1010, dated 13th October,
from Poona and also your cable from Calcutta asking us to inform you of
the prices of the Magnesium Chloride and in reply have to state that we
do not import this article direct from Home und so we are not in a position
to supply you with the information as required by you. However, we have
inquired into the local market and from the facts which are at our disposal,
we may inform you that the indent price for the Magnesium Chloride since
April 1928 varies from #£4 to £4-17-6 per ton nett c.1.f. Bombay. The
market price here during this time was about from Rs. 4 to Rs. 5-2-0 per
cwt. nett.

We may write to you that we are not in a position to give you any further
information in the matter and it would be better for you to write to some
other firms for the details required by you for the purpose intended.

GIPO—L~454 STB—18-4.256—800.
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