
Letter to the Editor 

Tata Steel Conversion Scheme 
IN the Economic Weekly of Nov-

ember 10, 1951, " Observer " has 
raised the question of the propriety 
of employing Mr Peter V. Mar t in 
as a technical adviser to the A r b i 
trator, Mr M. C. Setalvad, and 
has attempted to make out that Mr 
Mar t in could hardly be regarded 
as either competent, or disinterest
ed as an adviser in this case. 

" O b s e r v e r " has advanced two 
points against Mr Mar t in . First , 
that, since some of the recommend-
ations of the Tariff Board on the 
retention prices of steel, which were 
based on Mr Martin 's advice, have 
been recently reviewed by Gov
ernment; Mr Mar t in s advice to the 
Tar i f f Board must, therefore, be 
regarded as having been wrong 
and misleading. 

The facts of the case are, how
ever, as follows: The Tar i f f Board, 
after considering Mr Martin 's tech
nical report, recommended an 
increase in the retention prices for 
Scob as well as Tisco by Rs 11 per 
ton of steel produced and despatch
ed from January 1, 1950 to June 
30, 1951. The Board also recom
mended a schedule of uniform 
prices for both the companies in 
respect of steel to be produced and 
despatched during the three years 
beginning from Ju ly 1, 1951. The 
Government, in their Resolution of 
June 22, 1951, accepted both sets 
of recommendations. 

Subsequently, however, Scob 
made certain representations and 
the Government raised the reten
t ion prices for Scob by Rs 11 per 
ton for the past period, i.e., from 
January 1, 1950 to June 30, 1951. 
In deciding to grant this increase, 
the Government, in their Resolu
t ion of October 15, 1951, stated 
that the decision was taken after 
consideration of certain ' special 
factors ' brought to their notice by 
the company. The Resolution 
does not mention what these spe
cial factors are. Whereas the 
Tariff Board's Report is a public 
document containing a ful l ana
lysis of the facts on which its 
f i n d i n g are based, Government 
Resolution on the special increase 
of price for Scob merely refers to 
' special factors ' which are not even 
listed, far less analysed. 

It is an established practice that 
whenever the Government does 
not accept any or all of the 

recommendations of the Tar i f f 
Board, the Government Resolution 
fully explains the reasons for the 
non-acceptance of such recommend
ations. In this particular case, 
however, the Resolution does not 
mention that the Board's findings 
are based upon wrong data or 
erroneous reasoning. Such being 
the position, would it be unfair to 
infer that the ' special factors ' 
were rather of the nature of such 
special and perhaps extraordinary 
considerations that they had no 
relevance to the terms of reference 
to the Board? 

Again, even after four months' 
consideration of the representations 
made by Scob, the Government 
have not seen any reason for 
reviewing the p r i e s for the future 
period of three years from Ju ly 1, 
1951. These prices are also based 
upon the Board's recommendations, 
and Mr Mart in 's advice. I f Mr 
Martin 's advice to the Board was 
incompetent or misleading, then 
the Board's findings on the future 
prices also should have been pre 
sumably wrong, but the Govern
ment have not come to any such 
conclusion. 

" Observer " has also made an 
oblique reference to the extra 
depreciation allowance of Rs 170 
lakhs (actually Rs 100 lakhs, 
Rs 70 lakhs being the amount of 
income-tax payable to the Govern
ment), and has gone on to imp ly 
that the Government have subse 
quently found it to be wrong and 
have withdrawn i t . Bu t , how or 
when have the Government taken 
it away? For, there is nothing in 
the Government Resolution to show 
that the retention prices for Tatas 
have been reduced to the extent of 
the extra depreciation or to any 
extent at a l l . Where did "Obser
ver " get the basis for such fan
tastic inference? In identally, extra 
depreciation, though, of course, 
smaller in amount because of the 
smaller size, less intense utilization 
and shorter period of wear and 
tear of the plant, was also granted 
to Scob. 

" Observer " is, of course, per 
fectly right in saving that Tatas 
received considerable protection 
and assistance from the Govern
ment over many years. The 
amount of Such assistance during 
the 13 years of effective protection 
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f rom 1924 to 1937 has been esti
mated at Rs 1 to Rs 1½ crores 
per annum or Rs 13 to Rs 20 crores 
in the entire period of protection. 
Tatas are, however, currently sup
ply ing steel to the country at Rs 250 
to Rs 300 per ton cheaper than 
the imported steel. At this rate, 
the amount of annual benefit 
received by the nation from, the 
company's supplies of 780.000 tons 
of steel comes to about Rs 25 crores 
per annum. 

It was to ensure the continuance 
of this enormous national advantage 
of cheap inaigenous supplies of 
steel by providing for urgent re
placements that the Tariff Board 
allowed extra depreciation to both 
the major steel producers in the 
country. " Observer " may consi
der it as an undue favour bestowed 
on Tatas, but leading business men 
and financial experts have appre
ciated it as a thoroughly justified 
decision in the present context of 
non-availability and abnormally 
high prices of foreign steel and the 
high costs of replacements for steel 
plants. 

As regards Mr Martin 's technical 
competence, it should be enough to 
state that Mr M a r i n was one of the 
advisers to the United States Gov
ernment in respect of war time pro
duction of steel and also an adviser 
to the Al l ied Commission in Ger
many, He has also been one of 
the principal advisers to the Gov
ernment of India during the last 
five years in connection wi th the 
project of a Government steel plant 
in the country. 

These facts should speak for 
themselves and should enable the 
public to judge whether the com
ments of " Observer " on Mr Mar
t in 's competence and impart ial i ty 
are based upon a proper acquaint
ance wt 'h , or fair appreciation of. 
the facts of the case. 

" Fair Deal ". 

Pakistan's N a t i o n a l I n c o m e 

T h e national income of Pakistan 
is roughly estimated at Rs 1,600 
crores, and the per capital income 
in 1950 at Rs 210. 

The figures were given by Mr 
Fazlur Rahman, Minister for Eco
nomic Affairs, in the Constituents 
Assembly some days ago. He fur
ther said that work on commutation 
of the national income of Pakistan 
had been initiated in the Central 
Statistical Organisation, but was 
far from complete.. No accurate 
estimate for the year 1950 could, 
therefore, be given at this stage. 
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