
THE ECONOMIC WEEKLY August 29, 1953 

1952-53, to gloat over and expects 
to import only small quantities of 
food grains, He has even been able 
to reject Burma's demand for a high 
price for the additional .supplies of 
rice she wanted to offer. W i t h the 
decontrol of foodgrains, except rice, 
in the offing it is not likely that 
the Government wil l reintroduce 
price control and rationing for sugar. 

New Steel Plant 

THE establishment of a new 
steel plant in India has been 

hanging fire for quite some time 
now. The breakdown of negotia
tions -with Japanese interests early 
this year had caused much dis
appointment, particularly as the 
Wor ld Bank was favourably dis
posed to the project. Mr K C 
Roddy's announcement in t h e 
House of the People that an agree
ment has been signed in this con
nection wi th two German firms of 
repute, Krupps and Demag, must, 
therefore, be welcomed. 

The agreement provides for the 
technical and financial participa
tion of these two firms in a plant 
wi th an ini t ia l capacity of half a 
mi l l ion tons of ingots, capable of 
expansion to one mi l l ion tons. 
Whi le the project is expected to 
cost Rs 71.25 crores, the two firms 
are to contribute approximately 
Rs 9.5 crores, in the form of the 
plant which they w i l l supply. The 
balance of the share capital w i l l 
be found by the Government of 
India, The International Bank for 
Reconstruction and Development 
is to be approached for a loan of 
Rs 20 crores and presumably, this 
w i l l be granted since the Bank has 
been in favour of such a plant be
ing established with foreign assist
ance. 

The hope expressed in the Plan
ning Commission's Programmes of 
Industrial Development that such a 
project would take shape " through 
collaboration between the, State and 
any Indian concern wi th knowledge 
of and experience in the industry 
and ability to raise equity capital " 
has not been fulfilled, though the 
Commission had also suggested that, 
" participation by foreign concerns 
as well as the International Bank 
should also be invited . . ." The 
Indian firms who have the requisite 
knowledge and experience are prob
ably not in a position to raise the 
necessary equity capital and, there
fore, the new plant wi l l go up as a 
jo int venture of the Government of 
India and the foreign firms con

cerned. 
The Government had always ex

pressed its desire to retain overall 
control over the project. The agree
ment, therefore, provides that the 
German investment w i l l be for a 
period of ten years, w i th the option 
to either side to continue the asso
ciation for a further period of ten 
years. The German combine wi l l be 
appointed technical consultants and 
w i l l receive a fixed fee of about 
Rs 2.10 crores, no royalties being 
paid or bonus shares issued. The 
Board, which will manage the con
cern, w i l l have representatives of the 
Government and the Combine in 
proportion to their investments and 
the fact that the Chairman and the 
Managing Director w i l l be nomi
nated by the Government wi l l ensure 
that its control wi l l be effective. 

It appears that the plant is likely 
to be put into operation within a 
period of four years after the preli
minary details are settled. The 
location of the plant is to be deter
mined by a team of experts, which 
is to visit India in September. The 
Government has made it clear that 
the economics of production and 
distribution w i l l be the overriding 
consideration in determining the 
location. 

Mr Reddy's statement also tar
ried an important policy pronounce
ment, which does not appear to have 
been noticed. He asserted that, 
" there still exists the need for the 
establishment of another unit after 
providing for the expansion of the 
present project ". 

More Wagons on the Rail 

WH I L E the own your own 
wagon scheme is still being 

formulated, the Railway Board has 
revised the priorities for goods 
traffic wi th effect from August 17, 
The chief feature of the new pro
cedure is that daily or weekly 
quotas of wagons have been pres
cribed for transport of non-prefe
rential traffic so that each commo
dity wi l l now secure some share in 
the available rail transport capacity. 

This is one result of the re
grouping of all traffic under cate
gories called A, B, C, D and. E wi th 
priority in that order. The first 
four embrace some of the former 
preferential traffic categories. A l l 
other traffic comes under category 
' E '. ' A ' covers defence needs and 
' B ' covers foodgrains moved on 
Government account on a program
med basis. ' C ' covers coal, salt, 

traffic in connection with the anti-
locust traffic sponsored by the Cen
tral or State Government, military 
traffic not included in ' A ', Railway 
and Posts- and Telegraphs depart
ment stores and Government spon-
sowd sugar. 

Category ' D ' covers movement 
of raw materials to and finished 
products from the textile, cement 
and non and steel industries, 
perishable traffic, livestock, traffic 
for movement over the Assam Rai l 
Link route and via Sakrigali-
Man iha i i , Bhagalpur and Moka-
meh transhipments accorded pre
ferential movement by the Director 
of Railway Movements in Calcutta, 
and other traffic which may be ac
corded preferential movement un
der special ad hoc orders issued by 
the Railway Board. Category ' E ' 
covers the remaining traffic. Sepa
rate quotas for commodities, on a 
daily or weekly basis, have been 
prescribed for each railway. Rai l 
transport for traffic in this category 
wi l l be provided alter the require
ments of the first four categories 
have been met in ful l . A l l pro
grammed traffic in the first four 
categories on Government or other 
account has to receive the prior 
approval of the individual ra i l 
ways or the Railway Board. The 
Railway Board may also fix quotas 
for certain special types of traffic. 

It seems obvious that wagon sup
plies have increased. They have 
increased because more new wagons 
have been put on the rails than 
withdrawn from service. Informa
tion is available, however, only of 
the new wagons added. In the last 
two financial years, 1951-52 and 
1952-53, 17,366 new wagons have 
been put on the rails compared w i th 
the average normal annual replace
ment need of about 5,000. Indeed 
three times as many wagons went 
on the lines' in 1952-53 as in 
1951-52. Taking both years to
gether the wagon procurement was 
over 73. per cent higher than the 
normally. replacement requirements. 
Most of the new stock, it is stated, 
has been acquired on replacement 
account. But a large number of 
the t h e o r e t i c a I I y replaced and 
over-age wagons have been retain
ed in service though they are 
neither economical to maintain nor 
capable of giving normal per
formance. Since these wi l l have to 
be withdrawn at an early date, it 
is clear that the rate at which new 
wagons are put on the rails wi l l 
have to be stepped up still further 
in the future. 
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