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Steel Prices 

ON the recommendation of the 
Tar i f f Commission, the reten

tion price of steel to the Tata I r o n 
and Steel Co has been increased by 
about Rs 32 per ton for the period 
A p r i l 195a to March 1953. W i t h 
regard to the' future, but for the 
Commission's recommendation of a 
higher return on the block and its 
decision to treat the colliery block 
as a part of the gross block for steel 
for allowing depreciation and 
return, there is nothing special about 
the price fixed, now that it is ac
cepted that the steel companies 
should be allowed a price that covers 
their actual costs. On neither of 
the points on which the Tar i f f Com
mission recommended a departure 
from the existing practice, has its 
recommendation been accepted by 
the Government. The Government 
feels that the question of return on 
collieries owned and operated by 
steel companies requires further ex
amination. Or in other words, the 
Commission, an expert body, d id not 
examine these two questions ade
quately and has failed to establish 
its case. This is unfortunate from 
the point of view of the Company 
which has been contending these 
two points w i t h the Commission 
ever since 1948. It had at last suc
ceeded in convincing the Commis
sion but the casual manner in which 
the Commission dealt w i t h these 
two points did not convince the 
Government. We shall examine 
these two issues in a little detail. 

Vexed Question of Collieries 

FI R S T let us take the colliery 
block. The Company owns 

and operates its own collieries and 
about 60 per cent of the coal re
quired is met from its own collieries 
and the balance is purchased from 
outside at controlled price. In de
termining the cost of coal, it had 
been the practice, un t i l now, to take 
the controlled price both for the coal 
raised from the Company's collieries 
and outside purchases. The Com
pany has contended al l along that 
the cost of raising from its own col
lieries was higher due to historical 
reasons and in 1948, the T a r i f f 
Board conceded this point partially 
when it allowed an ad hoc allow
ance of Rs 10 lakhs towards the 
higher cost of the Company's own 
raisings. One can appreciate the 
reasons for the high raising cost, 
but not for treating the colliery 

I lock of the Tata's in the same way 
as the gross block for steel making 
and differently from the block of 
coal companies. 

Is the colliery block of the steel 
company in any way different from 
the blocks of coal companies? The 
Commission has not tried to clarify 
these points and the Government 
has rightly referred back the issue 
for a re-examination. In the light 
of the above, the Government's de
cision to allow depreciation and re
turn to the colliery block on the. 
same basis as on the gross block 
for steel for the period 1952-53, 
even as a temporary measure, is 
devoid of logic and the analogy of 
the late Steel Corporation drawn 
in its support is quite inadmissible. 
The Steel Corporation was then 
under contractual obligations which 
involved, among other things, sup
ply of iron and other services. A 
particular item of cost cannot be 
taken in isolation from the rest for 
purpose of comparison. That con
tract has to be examined as a whole 
in order to arrive at any valid com
parison. 

Return on Block 

THE second issue on which the 
Tariff Commission has made 

a departure is w i th regard to the 
return on block. The practice so 
far has been to allow 8 per cent 
return on the original value of the 
block. The Commission has now 
raised it to 10 per cent. The rea
son advanced for this change is that 
the Company should be allowed to 
set aside a larger amount to reserves 
for financing its programme of 
modernisation and expansion and 
that greater incentives should be 
provided for new investment. As 
the Government has already agreed 
to the grant of a loan on favourable 
terms for the same purpose, it could 
find no justification for a higher 
rate of return. T h a t the Commis
sion should be unaware of this loan 
or that it should be left in the dark 
about developments directly imping
ing on the subject of its enquiry, is 
surprising in the extreme. A n d yet, 
it is not at all clear from the report 
whether the Commission took this 
loan into consideration while recom
mending the higher return. 

There is again a swing in the 
pendulum and the question of ex
pansion of the country's most im
portant key industry is once more 
left in a fluid state. This is surely 

a set back when the country had 
been lulled into the belief that, the 
question of providing for expansion 
had been settled in principle, once' 
for a l l , and that it had been decided 
that an element should be added 
to the price to pay for expansion. 
It is difficult to see how this element 
of cost can be indefinitely postpon
ed. For even interest-free loans, 
not to speak of loans on favourable 
terms, have to be repaid some time 
or other and the steel companies 
have to earn the interest and sink
ing fund charges which they can do 
only from what they get* for the 
steel which they sell. The Com
mission's failure to examine this 
vital issue in greater detail and in 
a more convincing manner is only 
less deplorable than the lack of co
ordination between the Ministry 
concerned and the Commission in 
this respect, especially when the 
Commission took more than six 
months to submit its report after 
the case had been referred to it . 

The increase in retention prices, 
i t has been announced, wi l l not lead 
to any increase in the price charg
ed to the consumer. This is hard 
to believe. A similar announce
ment was made in 1952 also, when 
the retention prices were raised. 
But in six months.' time, selling 
prices were raised. One w i l l have 
to wait for the revision of the re
tention price to the Indian I ron and 
Steel Company before one can be 
sure whether or not Government's 
assurance to consumers is to be ac
cepted at its face value, 

End of Cloth Control 

NOW that the cloth c o n t r o l i s 
vir tual ly wi thdrawn, t h e r e 

appears to be l i t t le sense in con
t inuing control on raw cotton. The 
success or failure of cotton control 
has always faithfully reffected the 
degree of success achieved in the 
control of cloth. To the precise 
extent that the latter had been i n 
effective, prices of raw cotton in 
the past had commanded a premium 
over the statutory prices or more 
correctly, what corresponded to the 
statutory prices of ginned cotton, 
This happened when leakage into 
the black market was considerable 
and demand was very high. This 
also happened at the time when 
export demand was intense. On 
both occasions, whenever cloth 
fetched a heavy premium, raw cot
ton moved in step. Since control 
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