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THE STEEL CORPORATION OF BENGAL LTD. 
Speech Delivered by the Chairman, Sir Biren Mookerjee, at the Annua l General Meet ing of the 

Shareholders of the Company held on 7 th December, 1951. 

Gentlemen, 

The Accounts for the year ended 
31st December, 1950, have been 
in your hands for some time and 
from a perusal of these and your 
Directors' Report you w i l l have 
realised the very difficult position 
in which the Company was placed 
as regards the results for the year 
in view of the totally inadequate 
increase in retention prices recom
mended by the Tariff Board. As a 
result of strong representations to 
Government, a further increase was 
eventually granted, despite which 
assistance, however, the final profits 
for the year were quite inadequate 
to provide any reasonable dividend 
on the Ordinary Share Capital . 
Your Board consider that in an 
essential industry such as this, 
which is subject to v i r tual total 
control by Government and where 
the prices of steel to the consumer 
are fixed at rates greatly below 
those of foreign producers, share 
holders have a definite right to 
expect a fair return on their invest
ment, and your Directors, there
fore, decided to supplement the 
profits by the transfer of a sum of 
Rs 10 lakhs from the Repairs and 
Renewals Reserve, set aside during 
days when our retention prices were 
fixed on a more liberal scale, in 
order to permit of payment of a 
dividend for the year of 6¼ per cent. 
In taking this action, which the 
Board feel has been forced on them 
by circumstances, it is not desired 
to minimise the gravity of a situ
ation that has caused the depletion 
of a Reserve, on the adequacy and 
availabil i ty of which, when required, 
the maintenance of your Company's 
plant depends, and it is hoped that 
due note of the position wi l l be 
taken by Government and by the 
Tariff Board. In the year 1948, as 
you w i l l recollect, a sum of Rs 15 
lakhs was transferred in somewhat 
similar circumstances; at that time 
I explained that any depletion of 
reserves which prevents or curtails 
the necessary expenditure on Re
pairs and Renewals must in the 
long run impair the efficiency of 
the plant, and for this reason I 
must again stress that the total 
amount of Rs 25 lakhs withdrawn 
f rom the Reserve should be regard
ed^ as a temporary borrowing to be 
made good in future years which, I 
hope, w i l l be rendered possible by 

more realistic retention prices in the 
near future. 

F r o m the Directors' Report and 
from what I have just told you 
about our tracing results in 1950, 
you w i l l no doubt have realised that 
it might have been necessary for us 
altogether to pass the dividend if 
on our representations the Govern
ment, including the Minister for 
Commerce and Industry himself, 
had not reviewed their previous 
decisions in respect of 1950 based 
on the inequitable and unsound 
recommendations of the Tariff 
Board. I take this opportunity of 
paying the Government my t r i 
bute, in which I am sure all of you 
wi l l jo in me, for the fair-minded
ness and courage displayed by them 
in reviewing their previous deci
sion, so soon after it had actually 
come into force. Such action on 
the part of any Government de
mands not only our own gratitude 
but public appreciation. 

It is my duty to disabuse you 
and a large section of the lay 
public mi-led by the exaggerated 
importance attached to the technical 
aspect of the Tariff 'Board's recom
mendations which, so far at least 
as our Company is concerned, are 
based on conjecture and unsupport
ed by any evidence which a rea
sonable man can be expected to 
accept in support of such recom
mendations. My difficulty in deal 
ing with this Report is not a little 
increased by the complete absence 
or unexplained exclusion from it of 
every material figure which is neces
sary for testing the accuracy of the 
estimates or of the frequent compa
risons made, to our disadvantage, 
between our costs and those of the 
Tata I ron & Steel Company L i m i 
ted. This feature of the Report is 
hardly in the public interest and 
is opposed to the normal practice 
of the last Tariff Board and all its 
predecessors. Though much cr i t i 
cism, unfounded and perhaps defa
matory, has been made of our 
management and that of the Indian 
Iron & Steel Company, based on 
the report of the Technical Expert , 
Mr Peter V. Mar t in , who is a repre
sentative of Messrs Koppers, the 
well-known makers of machinery 
and in particular of blast furnace 
and coke oven equipment, we have 
nevertheless been refused by the 

Tariff Board a copy of that report. 
Some official witnesses were exa
mined and we have also been 
refused a copy of the statements 
made by them in our absence 
which may have been to our 
prejudice. In spite of these diffi
culties, however, it is not whol ly 
impossible to explain to you the 
fundamental points on which we 
are in complete disagreement wi th 
the Tariff Board. 

U N I F O R M PRICES 

F r o m the public point of view, 
as well as from our own, one of 
the most important principles which 
needs a fairly ful l explanation is 
that of fixing either uniform or 
differential prices for the two main 
producers. Whilst a heavy and 
unnecessary burden has been 
thrown on the consumer, consider
able damage has been done to your 
Company by the application of the 
principle of uniform prices contrary 
to the recommendations of the 
Board of 1948. We hope that this 
principle wi l l be definitely regarded 
as discredited since its recent rejec
tion by the Government. But it 
needs emphasizing that the Tariff 
Board of 1951 abandoned the pr in
ciple of differential prices on the 
two grounds (1) that the estimated 
fair ex-works retention prices of the 
two main producers were equal, 
and (2) that uniform prices had 
been fixed since the introduction of 
control in October. 1939. I pro
pose now to discuss how little sub
stance there is in either. 

The first argument may be dis
missed in a few sentences. The 
equalisation was brought about 
purely by a liberal use of ari th
metic. Our works costs were arbi
t rar i ly and unjustifiably reduced 
and worked down to a preconceived 
level, whilst an increase was grant
ed in the Tata Company's works 
costs. The overheads and profit of 
the Tata Company were then gene
rously inflated, whilst ours were 
kept as low as possible, and so dis
tributed that the retention prices of 
individual products rolled in com-
mon by both the producers were 
arithmetically equalised. For an 
achievement as simple as this the 
services of neither the Tariff Board 
nor a Technical Expert were neces
sary. The Government themselves 
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could independently have accom-
plished this object and arrived at 
no less inaccurate results. 

The second contention contains a 
literal t ru th . But seldom did literal 
t ru th convey a more misleading 
impression. It cannot be denied 
that the Government had fixed the 
same selling prices for the two main 
producers since 1939. But its 
implication, on which insistence is 
known to have been made by some 
people, that we had always accept
ed the same prices since 1939 is 
opposed to fact and to our consis
tent attitude since the termination 
of the War Contract in 1946. Under 
this Contract the Tata Company 
had made an exceptionally good 
bargain wi th the Government before 
we had cast even a single ingot. 
In brief, the prices were so fixed as 
to maintain for the Tata Company 
their pre war profits by compensat
ing every increase in their costs wi th 
an increase in the retention prices 
every six months. When we came 
into production in 1940, we found 
that the prices secured were so 
remunerative that under controlled 
economy we could never have made 
out a case for higher differential 
prices. We had, therefore, no hesi
tation in accepting the same prices 
which, though they gave us a profit 
of about Rs 40 or Rs 50 per ton 
less than the Tata Company, were 
more than adequate for an infant 
Company. The result was that 
our retention prices were raised 
whenever the Tata Company's costs 
increased. 

Before the War Contract came to 
an end in A p r i l , 1946, we had, as 
you know, very prosperous trading 
results for five or six years in suc
cession and we were able to main
tain a dividend of between 8 and 
10 per cent after providing for tax
ation and laying aside appropriate 
amounts for depreciation and other 
reserves. Beyond the restoration 
of a voluntary cut we had agreed 
to in 1946, no increases in reten
tion prices were given until May, 
1949, over the prices prevalent 
before A p r i l 1946, though the costs 
of both the Companies had risen 
considerably since 1946. The Tata 
Company's higher margin under 
the War Contract over the works 
costs enabled that Company to 
absorb without difficulty the increase 
in costs. The increase in our costs, 
however, almost completely wiped 
out our moderate profit wi th con
sequences of which you need no 
reminder. 

reason asked for a full-fledged en-
quiry by the interim Tariff Board 
to fix fair prices. This would have 
meant that the prices were to be 
fixed according to the works costs-
of each product wi th the addition 
of such overheads and profit as 
would make them adequately remu
nerative. This proposal of our.; 
was not favoured by the Tata Com
pany. 

Later in the year, on further 
representations by both the main 
producers, asking for an increase 
in the Retention Prices, the matter 
was referred by the Government to 
the Commodities Prices Board. 
The result of the enquiry was in-
fructuous as this Board saw no rea
son to increase the prices. More 
representations followed and event
ually in February, 1948, the Gov
ernment referred to the new Tariff 
Board the case, for a revision of the 
retention prices and asked it to exa
mine afresh the whole question of 
steel prices. A few days later the 
Tariff Board, in its letter dated the 
20th February, 1948, sought clarifi
cation from Government whether it 
was their intention that the Board 
should investigate in detail the cost 
of each product, or whether they 
desired that the procedure hitherto 
followed by Government, namely. 
to find out the increase or decrease 
in the overall cost of all saleable 
steel, should be adopted. The 
Board was informed that Govern
ment wanted a detailed investiga
tion into the costs of different pro
ducts manufactured by the two 
main producers so as to determine 
their fair retention prices ex-works. 
I ask you to bear in mind this 
fundamental change in the principle 
of the determination of the produ
cers' retention prices introduced by 
the then Government themselves, 
for I shall have to refer to its im
portance in a few moments. 

In the enquiry by the Tariff 
Board of 1948 we asked that our 
retention prices should be based on 
our works costs, even if such prices 
had to be higher than those found 
necessary for the Tata Company. 
This led to recommendations of 
differential prices by the Tariff 
Board in the interest of the consu
mer and the producers alike. The 
Tariff Board's recommendations, 
however, were superseded in 
favour of uniform prices and 
the prices of the products 
rolled in common were equalized 
arithmetically by granting an in 
crease of about 80 lakhs to the 

4 

Tata Company and d e c r e a s i n g ours 
by about 8 lakhs per annum. If 
our retention prices had been deter

m i n e d on the War Contract pr inci 
ple, abrogated in 1948 by the Gov
ernment, they would have been 
very considerably higher than those 
fixed in 1949 and again in 1951. 

I t w i l l now be seen how the pub
lic has been misled by the bare 
statement that uniform prices had 
been fixed since the introduction of 
control in 1939 without explaining 
that the principle of f ixing them 
had been changed in 1948 on 
express instructions from the Gov
ernment. By the omission of this 
explanation the public was led to 
believe also that we had wil l ingly 
accepted uniform prices all the time 
since 1939, though it was known to 
the Tariff Board that we had not 
accepted them after 1946 and that 
so far as the Board itself was con
cerned the statement that uniform 
prices had been fixed since 1939 
was not even li terally true. 

Before I conclude this part of my 
observations on Uniform Prices, I 
venture to say, and J hope you w i l l 
agree, that a far greater stake is 
involved than our personal interest 
in Uniform or Differential Prices. 
It w i l l not be out of place for us, 
therefore, to entertain the hope that 
the Government have satisfied them
selves. 

(a) as to the reasons which led 
in 1949 to the supersession of the 
recommendation made by the 
Tariff Board of 1948 for differen
t ia l prices; and 

(b) as to what the circum
stances were which led the Tariff 
Board of 1951 to prepare a scheme 
of Uniform Prices and to go 
back on its previous recommend
ations in favour of Differential 
Prices. 

The question, however, of having 
Differential Prices, if the interest of 
the consumer and of the smaller 
producer alike is to be safeguarded, 
is not one of history or of abstract 
principle. It is to be decided on a 
careful examination of the works 
costs of the two units in relation to 
their size, capacity, equipment and 
f lexibi l i ty. The one cardinal defect 
in the investigations of the Tariff 
Board and in the advice" of the 
Technical Expert , particularly when 
comparing the two producers' costs, 
lies in their overemphasizing the 
quanti ty of production and the 
overall total costs of all the pro
ducts made in common, while prac-
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tically ignoring the cost indivi-
dual products in relation to the 
equipment and quantities produced 
by each Company of each of such 
products. The relation which the 
quanti ty of individual product bears 
to the total production may be des
cribed in the words of the Technical 
Expert as the " product m i x . " 
This factor, though it must mate
r ia l ly affect the average overall 
works costs, has been ignored. 

Further, it has been admitted by 
the Technical Expert himself that 
as we do not have a Continuous 
Sheet Bar and Billet M i l l , our costs 
above materials for roll ing billets 
and sheet bar would be about Rs 10 
a ton higher than those of the Tata 
Company. Although this is an 
under-estimate, we shall accept it 
for the sake of illustration. Having 
regard to the quantity of billets 
produced by the Tata Company 
for sale and both billets and 
sheet bar used for further pro
cessing on the Continuous Merchant 
Mi l l and the Sheet Mills, the Tata 
Company's overall costs wi l l be 
lower than ours by a considerable 
figure. This is also a question of 
equipment. 

If all these factors are duly taken 
into account they make our overall 
works costs for 1948 higher than 
the Tata Company's by about 
Rs 28 to Rs 30 per ton. To this 
amount should, properly speaking, 
be added—as was done by the 
former Tariff Board—the surcharges 
on the hot metal and service-
amounting in 1948 to about Rs 9 
per ton of steel, paid by us to the 
Indian I ron & Steel Co., L t d . , 
under the terms of our mutual 
agreement. These form an essential 
and integral part of the price of 
the principal raw materials and 
auxi l iary services and are a charge 
on our works costs. The Tariff 
Board of 1948 had included this 
amount in the works costs and 
obviously, must have arrived at the 
differential of Rs 28—30 in favour 
of our Company owing to the inci
dence of , all the factors on its 
works costs. 

These calculations are made only 
for illustrative purposes, from the 
figures contained in the Tariff 
Board's Report of 1948 which are 
based on the actuals and which we 
consider as absolutely reliable. We 
are unable to accept as reliable for 
this or for any other purpose, any 
material figure contained in the 
1951 Report, For, practically every 
such figure is an estimate, generally 

conjectural, of some previous s iml-
lar estimate. 

Y o u w i l l , I am sure, have no 
difficulty in realizing that your 
Company can have no control over 
such factors as those I have des
cribed and that it is to these factors 
that is attributable the apparent 
disparity between its overall costs 
and those of the Tata Com
pany. This disparity, though it 
may vary in amount from time 
to time, must continue in favour 
of the Tata Company and necessi-
tate the recognition of differential 
prices for our Company for each 
individual product unti l the works 
costs of both the companies are in 
fact, and not arithmetically, equal
ized by, inter alia. 

(a) The expansion of the capa-
city of our plant to about 600,000 
tons of saleable steel and the 
addition to its flexibili ty by the 
installation of a Sheet Bar and 
Billet Mi l l and more finishing 
mills. 

(b) The installation by the 
Indian I ron & Steel Co., L t d . , of 
another Blast Furnace wi th a 
rated capacity of about 400,000 
tons of pig iron per annum and 
the provision of adequate auxi
liary services. 

(c) The financial integration of 
the Indian Iron & Steel Co., 
L t d . . and the Steel Corporation 
of Bengal L t d . becoming possible 
by a reasonable equalization of 
the earning capacity of the two 
organizations and actually mate
rializing wi th the consent of their 
respective share and debenture 
holders. 

For these reasons, even if there 
were no others—and there are 
many—the whole structure of uni
form prices falls to the ground so 
far as we are concerned and an 
early investigation is necessitated 
into the fair ex-works differential 
retention prices for our Company. 

Much unfair and uninformed cri
ticism has been made of our effi
ciency and that of our sister com-
pany on the ground that our costs 
were higher than those of the Tata 
Company. Part of the apparent 
disparity has already been explain
ed by me. I shall now deal briefly 
w i t h other aspects of the compara
tive costs which are claimed to be 
in favour of the Tata Company. 

L o w costs, even if correctly as
certained, are no infallible test in 

themselves of higher efficiency, for 
to the human factor may be easily 
attributed what may be largely, due 
to the mechanical equipment, raw 
materials and the like. In any 
event, in the present instance, the 
actual works costs of the three units 
have never been ascertained in 
sufficiently accurate and complete 
detail to furnish a reasonable basis 
of comparison. In order to ascer
tain the real costs of the three units 
a number of items would require 
transfer in the case of each works 
from the overheads and profits side 
to the works costs, and vice versa. 
Among the former may be men
tioned the profit sharing bonus 
paid to labour which is in fact part; 
of the cost of labour, and so much 
of the incidence of capital charges 
on housing and town and other 
amenities, coal, ore and other mines 
as is included in the overheads. 
Among those items which are 
included in the works costs, but 
which properly should be entered 
on the overhead and profits side 
may be mentioned the profit on the 
sale of scrap which is hardly a test 
of ' efficiency ', and so much of 
the profit on extras as is in excess 
of their works costs, or where this 
cannot be assessed, its entire trans
fer to the overhead and profits side, 
for the profit on extras is due 
more to the equipment and the 
condition of the market than to 
efficiency. 

Under the terms of our agreement 
w i t h the Indian I ron & Steel Co., 
L t d . , we obtain our principal raw 
material, namely hot i ron, as also 
services, at fair and equitable 
prices which are inclusive of over
heads and profit as fixed under 
that agreement. As in the case of 
any other raw material or kindred 
purchases, the whole of such price 
must form part of the works costs. 
Before any direct comparison of 
works costs is possible it accord
ingly follows that not only would 
the adjustments referred to above 
have to be made but also the Tata 
Company's plant would have to be 
treated as if it was an unintegrated 
one and obtained its hot metal and 
services from another company. 
Additions would then have to be 
made to the Tata Company's works 
costs of hot metal and services 
under heads corresponding to the 
surcharges, etc., payable by us to 
the Indian I ron & Steel Co., L t d . 

Un t i l the real costs of each unit: 
have thus been ascertained by the 
next investigating authority and 
allowance has also been made for 
the difference in their sizes and 
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capacity, a l l criticism of efficiency, 
judged by costs alone, wi l l be un
informed and unsound. 

E S T I M A T E S 

The next important reason which 
almost totally destroys the practical 
value, so far as your Company is 
concerned, of the Tariff Board's 
recommendation is that, the esti
mates prepared by the Technical 
Exper t , on which the whole price 
structure is bui l t , are in every case 
hypothetical, each successive esti
mate being a conjectural estimate 
of a previous conjectural estimate. 
For one recommendation moreover, 
namely that relating to the first 
half of 1951, there is no estimate 
whatsoever. 

A l l these estimates are said to 
have been worked out by the 
Board's Technical Expert . The 
best and the most practical test of 
technical knowledge, experience 
and abil i ty is the application which 
is made of these qualities to the 
problem in hand and the results 
obtained thereby. I shall ask you 
to apply this test to the facts I 
shall presently lay before you and 
let you judge the value of these 
estimates. 

More than half a dozen estimates 
were made by the Technical Expert . 
The recommendations based on 
such of these estimates as are em
bodied in the Report, cover a 
period of 3½ years from 1st Janu
ary, 1951, to the 30th July, 1954, 
in addition to the year 1950 which 
has recently been reviewed by the 
Government. But among these 
various estimates there is none for 
ascertaining the retention prices for 
the first half of 1951. It is stated 
that for this period an " assess-
ment " of the costs was made and 
that on this " assessment " the 
same increase of Rs 11 was granted, 
as for 1950. " Assessment " of the 
costs to determine the price can 
never be reconciled wi th business 
involving such a large stake as 
the sale of many thousands of tons 
of steel already sold and worth 
crores of rupees and the recommend
ation based on such a ground 
deserves to be summarily rejected. 

The first estimate was made 
about the middle of March, 1951, 
by the Technical Expert and a 
copy was supplied to us. In this 
he fixed our production at the im
possible figure of 393,000 tons 
which is quite incapable of achieve
ment before our scheme of exten
sion, which is in hand, is complet

ed and comes fully into operation. 
The average overall works cost was 
estimated at Rs 157 per ton. This 
was about Rs 100 below the actual 
costs as ascertained by the Techni
cal Expert for the " sample " 
period of 1950 and Rs 21 below 
those of the estimated future costs 
of" the Tata Company. 

We were never precisely inform
ed as to what particular year this 
estimate was intended to cover. 
Dur ing the Oral Evidence it was 
described by the Tariff Board as 
based on the ' fifteen point pro
gramme '. Though the estimate 
itself does not form part of the 
Report, most of these points are 
mentioned in it to serve us as a 
guide to enable us to increase our 
production to the estimated level 
and to reduce our costs. Among 
the fifteen points there was nothing 
new in those which had any practi
cal value. It was known to the 
Technical Expert that we had al
ready adopted or were making 
arrangements to adopt, before we 
had even met h im, the few practical 
measures mentioned. Others oi 
them were unnecessary or imprac
ticable. One of the suggestions, for 
instance, was that we were to 
import 14 or 15 foreign Experts, 
presumably from the USA and 
that their opinion was to prevail 
over that of our managers in case 
of a dispute. You will agree that 
the acceptance of such a proposal 
would have meant the abdication 
of our managers' authority hi 
favour of these foreign experts 
and would have been destructive 
of all discipline. The estimate was 
in itself impossible of realisation 
and we had no other alternative 
than its rejection, which was com
pletely justified later by its aban
donment, both as regards produc
tion and costs. 

One other estimate, wi th which it 
is necessary for me to deal is per
haps the roost important of a l l . It 
is the one for 1950. I would have 
been glad to take no further notice 
of it as it has not been acted on 
by the Government, But it ap-
pears to be the foundation of all 
other estimates and of the eventual 
recommendations. It was in res
pect of 1950 only that we had ask
ed for an increase in our retention 
prices to which the original refer
ence on our application was con
fined. Instead of l imi t ing , there
fore, the investigation to what our 
actual costs were in 1950 on a pro
duction of about 200,000 tons and 
making any reasonable reduction in 

them which could be justified on 
technical grounds an estimate was 
made of what our overall produc
tion and what our overall costs 
ought to have been in that year. 

We have seen many estimates 
made by the various Tariff Boards 
since 1923 and also by the Govern
ment during the war control in 
this and other industries. B u t we 
cannot recall an instance in which 
the investigating authority had 
ascertained only the overall increase 
in the costs without at some stage 
ascertaining the quantity produced 
and the cost of each individual 
product. This estimate was never 
given to us, nor discussed w i t h us. 
We were so surprised when we saw 
it for the first time in the Report 
that we wrote to the Tariff Board 
to enquire whether individual costs 
of the various products had been 
ascertained and whether we could 
have the proper break-up of the 
production assumed. We were 
told that no costs had been worked 
out for the individual products, nor 
were their respective quantities esti
mated but that the overall costs 
had been ascertained according to a 
formula laid down by the Technical 
Expert , described in paragraph 26 
of the Report and applied to the 
overall estimated production of 
270,000 tons. 

This estimate of production was 
made in an extraordinary way. It 
was stated that if we had used up 
all the available iron (irrespective, 
apparently, of its qual i ty or avail
abil i ty at relevant times), our pro
duction ot saleable steel should 
have been 280,000 tons instead of 
about 200,000 tons in 1950. But, it 
is stated, if our production had 
increased above the Tariff Board's 
estimate of 1948 of 223,000 tons by 
15 per tent like that of the Tata 
Company, it would have amounted 
to 260,000 tons. It was, therefore, 
proper that an average of 270,000 
tons should be assumed as our pro
duction for that year. A more' un
satisfactory, unreal or conjectural 
method of estimating production 
could scarcely have been devised. 

It is not without some interest to 
mention that the Tata Company's 
production had not increased by 
15 per cent but that its production 
which had fallen to about 680,000 
tons by 1948 from the earlier peak 
production of 840,000 tons had been 
brought up to 780,000 tons in 1950. 
It is also necessary to explain that 
the figure of 223,000 tons, over 
which the increase of 15 per cent 
is assumed by the Tariff Board 
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for 1950, was only an estimate, 
or rather a target set for us 
by the Tariff Board in 1948. 
The actual production in 1948 as 
found by the Technical Expert was 
about 183,000 tons only, whilst we 
had not expected it to exceed even 
200,000 tons. In 1949 we achieved 
a production slightly over the Tariff 
Board's target. This was equal to 
an increase of about 22½ per cent 
over the actual production of 1948. 
While our production dropped in 
1950 to 202,000 tons, it was still 
about 10 per cent above the actuals 
of 1948, though about 10 per cent 
below the Tariff Board's target of 
1948. I t w i l l be seen that taking 
the average of our production for 
1949 and 1950, namely 213,000 tons, 
we were short of the target set to 
us by only about 10,000 tons. The 
most important reasons for our in 
abil i ty in 1950 to produce or exceed 
223,000 tons may briefly be stated 
as follows: — 

(a) Shortage at relevant times 
of hot metal owing to the pre
mature necessity of blowing out 
for re-lining one of the two blast 
furnaces of the Indian I ron &. 
Steel Co., L t d . , at their Hirapur 
Works, the furnace being out of 
commission for more than four 
out of the first nine months in 
1950, which is described by the 
Tariff Hoard as the ' sample  
period '. 

(b) Inferior quali ty of bought 
coke for more than the first three 
months of the period, before the 
new battery of coke ovens at 
Hirapur , which was under con
struction came into production. 

(c) Inferior qual i ty of iron 
ore due largely to labour diffi
culties. 

(d) Inferior qual i ty of the bulk 
of the supplies of coking coal, 
which are pr imar i ly dependent 
on Government allocations. 

(e) The unavoidable deteriora
tion in the quali ty of hot metal 
supplied by the Indian I ron & 
Steel Co., L t d . , as a result of 
(b), (c) and (d) and con sequen
t ia l operational difficulties in the 
melt ing shop. 

(f) Loss of our overseas key 
technical experts since Inde
pendence, some of which we were 
able to make good in 1951 only 
after two years' intensive effort. 

(g) Labour 's apathy, if not 
antagonism. 

I am sure, gentlemen, that w i th 

ou t any technical assistance you 
w i l l realise as fair minded men, 
that neither our Company nor the 
Indian I ron & Steel Co., L t d . , can 
be reasonably held responsible for 
the loss of production or increase 
in costs due to the reasons des
cribed by me. But all these rea
sons counted nothing and, by a 
mere application of arithmetic to 
the quanti ty of hot metal produced 
in the whole year and the rated 
capacity of the producing units, 
there was obtained a conjectural 
potential estimate of 270,000 tons, 
to which in turn was applied an 
arbi trary formula for the purpose 
of determining what our costs 
should have been in 1950. 

The ad hoc formula referred to 
above on which the estimate of 
what our costs ought to have been 
if our production had been 270,000 
tons is as follows: — 

" The effect of operating rates 
on conversion costs varies f rom 
country to country and from 
plant to plant. In India , how 
ever, wi th in normal ranges of 
operating rates, it is indicated 
that wi th all other factors con
stant, an increase of 1 per cent 
in the production rate of a steel 
plant, should result in a decrease 
of approximately 0.5 per cent to 
0.6 per cent ". 

The formula itself assumes that 
all other factors remain " con
stant ", an assumption which prac
tically destroys the value of the 
formula, even it the accuracy of 
the arbitrary percentages and the 
Expert ' s knowledge of the manu
facture of steel in India are not 
questioned. 

The other factors though not spe
cified must, presumably, include the 
' product mix ', the quali ty of the 
stores, effort of labour, consistent 
technical supervision, etc. In 
India , more than in any other coun-
t ry , where we live from day to day 
under changing conditions, is it 
reasonable to suppose that for 
nearly three years all these other 
factors had remained constant? It 
was by the application of this for
mula to the conjectural production 
that a large reduction was made in 
our actual costs for 1950,. unti l 
they were brought down to the 
necessary level to support the 
recommendation for uniform prices. 

H o w unreliable are this formula 
and the underlying assumption that 
the other factors remain constant 
can best be i l l u s t r a t e by a few 

instances f rom the records of the 
two Tar i f f Board!. In 1948 our 
actual production of saleable steel 
was about 183,000 tons, the Tariff 
Board's estimate being about 22½ 
per cent higher at 223,000 tons" 
B u t our actual costs for 1948 were 
about the same as those estimated 
by the Tariff Board on the much 
higher production. In 1949, our 
actual production had increased to 
nearly 225,000 tons, or by about 
22½ per cent, but our costs in this 
enquiry were found by the Techni
cal Expert to have increased over 
1948 by more than 10 per cent. 
This ascertained increase in costs 
was accepted without any objection 
both by the Board and the Govern
ment. In the case of the Tata 
Company, the production was said 
to have increased by 15 per cent 
over 1948, but instead of a reduc
t ion, there was found an increase 
of about 4 per cent in the costs. 

The ad hoc formula is not solely 
responsible for the unreliability of 
the estimates. Some unusual as
sumptions, which we have gathered 
from the body of the Evidence, 
were made in support of the for
mula. If I were to go into them 
I am afraid I would have to keep 
you here for the rest of the day 
which 1 have no intention of doing. 

Owing to the omission of the 
Technical Expert to work out the 
costs and production of each of the 
products much uninformed and irre
levant criticism has been made of 
our management. If the normal 
method had been followed of ascer
taining the works cost of each unit 
and of each product the results 
would have been very different, and 
we would have been in a position 
satisfactorily to explain why our 
costs had risen. It would have 
been found that nearly 60 per cent 
of the increase in costs in 1950 was 
at the ingot stage. About half of 
this was due entirely to the increase 
in the cost of hot metal and ser
vices and higher percentage of blown 
metal which in the duplex process 
it was necessary to use. The other 
half of the increase was mainly 
due to the deterioration in the qua
l i ty of the hot metal for reasons 
beyond the control of the Indian 
I r o n & Steel Co.. L t d . , which I 
have mentioned already. This was 
reflected in the use at higher price? 
than in 1948 of more stores, retrac-
tories, fluxes, fuel, etc., and higher 
cost of labour per ton. The empha
sis was always on the quantity of 
hot metal produced in the whole 
year and the question of its avail
abi l i ty as and when required or of 
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its qual i ty received l i t t le or no consi
deration. This 60 per cent increase 
at the ingot stage is equal to about 
80 per cent on the saleable steel. 
The remaining 20 per cent is ex
plained by the higher incidence of 
the General works expenses, differ
ence in the ' product m ix ' and a 
reduction in 1950 of the yield on 
the blooming m i l l . As far as the 
mills themselves are concerned a 
comparison of the cost above mate
rials would have shown that far 
f rom there having been any dete
rioration in the operation of the 
mills there had been an appreciable 
improvement in their efficiency, for 
in spite of the smaller production 
and the admitted increase in the 
costs of labour, stores, etc., the 
costs above materials in 1950 were 
about the same as in 1948 which 
had compared favourably wi th 
those of the Tata Company for that 
year. 

A family resemblance to the esti
mate for 1950, made as I have des
cribed, is observed in other esti
mates though wi th marked differ
ences in some features, such as the 
production, ' product mix ' and 
price of spelter. It is, therefore, 
not surprising that whatever the 
production, whatever the ' product 
m i x ', whatever the price of spelter, 
almost the same average overall 
costs as for 1950 were arrived at 
in two other estimates. For 1951 
the production was by agreement 
estimated at 254.000 tons, sixteen 
thousand tons less than for 1950. 
B u t the estimate of the overall 
costs was the same as for 1950, 
though the price of spelter and 
other consumable stores were consi
derably higher compared to 1950. 
We were unable to accept this esti
mate of costs which, by the way, 
has not been made use of in sup
port of the recommendations. As 
I have stated earlier, there is no 
estimate, but an " assessment " of 
the costs for the first half of 1951 
similar, 1 presume, to the estimate 
for 1950. 

A third estimate, on which the 
estimates of future prices are based 
but of which we were ignorant 
unt i l we received a cony of the 
Report, was made for 1951-52. In 
this the production is estimated at 
263,000 tons. The cost of spelter 
here was higher still but the ave
rage overall works costs remained 
about the same. 

I t w i l l now be seen how unrealis
tic the estimates both of the pro
duction and of the costs are. For 
1950 our production was to be 

280,000 tons, which was subse
quently arithmetically reduced to 
270,000 tons. This was before we 
had our new experts and before the 
effect of the improvement of the 
quali ty of the hot metal by the pro
duction of better coke on the new 
coke oven batteries, etc., had ful l 
play. For 1951 the production, 
after the improvement in our tech
nical personnel, was reduced by 
16,000 tons to 254,000 tons. Again 
from July , 1951, to the end of 
June, 1952, 18 months later the 
production is estimated at 263,000 
tons which is 7,000 tons less than 
in 1950. Bu t in all the three esti
mates covering a period of 2½ years 
1950 to end of June, 1952, the over
all works costs remain at about the 
same figure. 

For the following 12 months, end
ing 30th June, 1953, the production 
was raised to 311,000 tons, whilst 
the overall costs were reduced under 
some formula by about Rs 18 per 
ton. For the next 12 months en cl
ing 30th June, 1954, the production 
was raised once more to 348,000 
tons and the costs were further 
reduced by about Rs 12. 

It is to be noted, however, that 
in fixing the fair ex-works retention 
prices, the intermediate costs figure 
for 1952-53, namely Rs 205 per 
ton, is applied to the whole period 
of three years. On this basis we 
are penalised retrospectively, so to 
say, from 1950 onwards on the 
basis of what our costs should have 
been in that year. Even if we rea
lise both the estimated costs and 
the production, we are asked to 
start wi th a loss of about Rs 18 per 
ton in the works costs alone on the 
whole production and a further 
amount of Rs 76 per ton on over
heads and profit on 48,000 tons in 
1951-52. Even when granting pro
tection no Tariff Board ever adopt
ed this iniquitous method to this 
extent. Dur ing the second year 
1952 53, our realizations may equal 
the estimate and in the th i rd year, 
we may earn a litt le more, though 
we cannot recoup all our losses 
during the first year. A l l this de
pends, of course, on our reducing 
our costs and attaining the output 
as estimated in each year in suc
cession. Such a price structure as 
this, and arrived at in the manner 
so ful ly explained by me, means 
nothing short of the denial of any 
justice to the producer, even under 
controlled economy. 

I have yet to mention the last 
but not the least reason which apart 
f rom the inherent defects I have 

pointed out in a l l the estimates, 
deprives them of their practical 
value. We have an agreement to 
which I have referred already, w i t h 
the Indian I ron & Steel Co., L t d . , 
for the purchase of hot metal and 
services. I t s va l id i ty and fairness 
have been recognized by the Tariff 
Board though except for the pur
pose of denying to the Indian I r o n 
& Steel Co., L t d . , the full over
heads and profit on its plant which 
it would have been entitled to if no 
such agreement had existed, most 
of its important ' provisions have 
been ignored. The agreement lays 
down the method of determination 
of the prices of hot metal and ser
vices, including the surcharges there
on, these prices being finally adjust
ed after the close of the financial 
year of the Indian I ron & Steel 
Co., L t d . , at the 31st March. Bu t 
a l l the estimates for the Steel Cor
poration of Bengal L t d . , are based 
on the estimates of the Indian I ron 
& Steel Company's costs of hot 
metal which have been ascertained 
according to the Technical Expert ' s 
notions of what they ought to be. 
Though the technical management 
of the two companies has been more 
or less integrated, neither is the 
Indian I ron & Steel Co., L t d . , 
bound by the Board's estimates, 
nor is the Steel Corporation of 
Bengal L t d . relieved of its l iabi l i ty , 
in the absence of financial integra
t ion. Such being the case, there is 
really no basis for f ixing our reten
t ion prices for three and a half 
years and our case wil l need re
examination for each year com
mencing from the 1st of January, 
1951. Even then such prices can 
only be provisional and wi l l need 
adjustment every succeeding year. 

Though we have had much rea
son to be dissatisfied wi th most of 
the recommendations of the Tariff 
Board and to find it necessary to 
make upon them what we consider 
to be legitimate criticism, it is ap
propriate that we should express 
our appreciation of the fairness of 
two of them which are in our 
favour and may under favourable 
circumstances prove to be of advan
tage. The first of these is the 
recognition by the Tariff Board that 
the 20 per cent share of your Com
pany's profits payable to the Indian 
I ron & Steel Co.", L t d . , under the 
agreement is definitely part of the 
price of hot metal which should be 
added as a separate item to the 
overheads and profit allowed to the 
Steel Corporation of Bengal L t d . 
The second is the allowancce of 
14 lakhs per annum free of tax, 
as special, in addition to the usual, 
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depreciation, though this is far 
short of the amount we had claimed 
as reasonable. It is, however, 
almost certain that in the absence 
of a complete and equitable revision 
of our present retention prices, we 
shall not be in a position to earn 
these amounts. 

I have now placed before you 
as frankly and fully as I could all 
the relevant facts and figures to 
enable you to judge for yourselves 
the effect on your future of the 
price structure buil t up in the 
manner explained and fixed for 3½ 
years beginning from the 1st of 
January, 1951. In so far as your 
future may lie in our hands, we are 
doing our best to improve your 
prospects. We have integrated the 
technical managements of Hirapur 
and Napuria Works to this end. 
We have been fortunate in securing 
the services of several exceptionally 
good technical experts, including 
our General Manager and a Chief 
Engineer, both in charge of the two 
works, a Melting Shop Manager and 
a Blast Furnace Manager, after a 
search overseas of nearly two years. 
The quality of hot metal has im
proved, whilst our production of 
ingot steel is approaching, and 
may even exceed our agreed figure 
for 1951. But merely by the appli
cation of such a formula as that 
devised by the Tariff Board we 
have not been able to attain the 
very unreliable and conjectural 

estimated costs, Neither can we 
make any prophecy as to what, in 
the future, they are l ikely to be, 
for they depend on many factors 
which are unforeseeable? and beyond 
our control. 

Your future lies, therefore, more 
in the hands of Government than 
our own, however much effort we 
may put in to improve i t . If the 
Government desire, as we are sure 
they do, that this key industry 
should be placed on a sound foot
ing, that it should attract more pr i 
vate capital and expand its produc
tive capacity to meet more ade
quately the country's requirements 
of iron and steel in much shorter 
time and at much smaller capital 
cost than by the erection of a new 
plant, and above all to put more 
life into the investment market, 
they should adopt a more liberal 
policy in fixing our retention prices. 
Government have been import ing 
steel, when any import at all has 
been possible, at prices about 
Rs 300 per ton higher than those 
now fixed for us and are saving 
many crores of rupees at the ex
pense of the domestic producers. 
It is, therefore, only right that the 
future prices should be so fixed 
that the industry also shares the 
benefit of the saving and that the 
country at large has at the same 
time, its crying need for more iron 
and steel supplied more expedi
tiously by a rapid and relatively 

cheap expansion of the industry. 

So far as our own immediate 
extension programme is concerned 
the finance is, as you are aware, 
being covered by a loan of Rs 3½ 
crores from Government. Preli
minary construction work is now in 
progress at site and manufacture of 
the new Continuous Sheet Bar and 
Bil let M i l l well in hand. The date 
of the completion of the plant can
not be predicted wi th precision for 
much w i l l depend on the availabi
l i t y of steel and other raw mate
rials, delivery of imported machi
nery, shipping facilities and prior
ities in respect of local fabrication 
of important items, etc. A l l I can 
say at present wi th confidence is 
that no endeavour on our part or 
on that of our Consulting Engineers 
wi l l be lacking to bring the scheme 
to fruition as expeditiously and eco
nomically as possible. 

I t has, as I am sure you wi l l 
appreciate, been essential for me to 
place all facts before you at some 
length in view of the situation wi th 
which your Company has been 
faced and I must thank you for 
the patient hearing you have 
accorded me. 

I shall now be pleased to answer 
to the best of my abi l i ty any ques
tions that shareholders may care 
to ask. 

7th December, 1951. 
12, Mission Row, Calcutta. 
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