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By

“DrspaTcn from  the Secretary of State for India to the

Governor-Geeneral of India in Council, No. 57 (Railway),
dated 24th May 1907.

India Office, London,
My Lorbp, 24th May 1907.
On the 12th March last I received two deputations, from the Indian
Railway Companies and from East India Merchants respectively, on. the
subject of the alleged inadequacy of the existing arrangements for railway

traffic in India.

2. Copies of the report of the proceedings at this deputation have
already been communicated to your Government ‘and to the Railway
Board.

3. I have now to report, for the information of Your Excelleney’s
* Sir Jases Lye Mackay, G.C.M.G., K.C.LE. Government, that I have, in

(Chairman).  gccordance with the promise
Sir War1Er Roper Lawrence, Bart., G.C.LE. made to the deputa-tion ap-

S1r FrLix SCHUSTER, Bart. ) )
Str Davip MiLzer Barsovs, K.C.8.1, K.CM.G. pointed a Committee, consisting

L. Asransns, Esq. ._of the gentlemen named in the

margin* to enquire and report— )
(1.) Whether the amounts allotted in recent years for railway con-
struction and equipment in India are sufficient for the needs
of the country and for the development of its trade; and, if

not, then
(2.) What additional amounts may properly and advantageously be

raised for this purpose ;
(3.) Within what limits of time, and by what methods they should be

R »

raised ;
(4.) Towards what objects should they be applied ; and .
(6.) Whether the system under yhlch the Railway Board now works
is satisfactory, or is capable of improvement, and to make
recommendations. 4 :

I have, &e.,
(Signed)  Jomy Momwey. -

598, 1,776, - 1000~-5/1908, E. & 8. ’ v
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REPORTY
OF THE

COMMITTEE ON INDIAN RAILWAY FINANCE
AND ADMINISTRATION.

-

To the Ricur Hovxovrapie Jous Morsey, O.M., M.P., Secretary
of State for India.

India Office,
5th March 1908,

1. The reference made to us was * to inquire and report—

“ (1) Whether the amounts allotted in recent years for railway .con-
struction and equipment in India are sufficient for the needs
of the country and for the development of its trade; aud, if

not, then—
¢ (2.) What additional amounts may properly and -advantageously be
raised for this purpose; = :
“(3.) Within what limits of time an
raised ;
uld be applied ; anid

< (4.) Towards what objects they sho
“ (5.) Whether the system under which the Railway Board now works

is satisfactory, or is capable of improvement ;

“ and to make recommendations.”
We have held 18 meetings and

‘ commercial, railway, financial, and officia
s from memnbers of the Government of India, the

of opinions and suggestion ]
Chairman of the Railway Board, and certain of the Chambers of Commerce
in India. Having now carefully considered the evidence taken and the

dilferent sources, we are in a position to state

information furnished from -
the conclusions at whick we have arrived ; but before doing sa we think it
advisable to draw attention to the following brief summary of the history

of the past relations of the Government with the 'i{ndian railway system and

of the present position.

1:2. Railway coustruction was first started in India in 1850, when the
feat Indian Peninsula Railway Company commenced a line from Bombay
inland under a contract with the Government, which guaranteed to the
company five per cent: interest on its capital. Between that date and 1869
5 pumber of lines were constructed by companies under contracts similar to
that with the Great Indian Peninsula Railway Company. The wmain
financial provisions were that the,necessary capital should be raised by the
company, that the Government should guarantee interest on that capital at
five per cent. per annum in sterling, and that any surplus profits earned by
the railways in excess of the guaranteed interest should be divided equally

d the Government. For many years, however,

between the companies an
the earnings of the companies fell short of the interest guaranteed, and the
deficit was » charge on the revenues of India. .

Under all these contracts the Government reserved the power to purchase

the lines at the end of 26 or BD years. At oue or other of these periods the
Government has exercised this power in every case, and has in this way
come into possession of the following railways : — " ’
The Bast Indian. ’
The Eastern Bengal. PR o . .
The Scinde, Punjab and Delhi (now a part of the North-Western State
.. Railway). . ' A
The Oudh and Rohilkhund. oo , e
The South Indian. , b
The Grektr Indian Peninsula. ° ) ’
* The Bombay, Baroda and Central India.

The Madras. * * - IR L

d by what methods they should be

have examined 34 witnesses, representing
1 views, and have also had the benefit

*A
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In some cases (the East Indian, Eastern Bengal, Scinde, Punjab and
Delhi, Great Indian Peninsula, and Madras Railways) the purchase price is
being paid in the form of terminable annuities, all of which are still running ;
in the remaining cases the payment was made in cash or in India stock. |

!’-Three of the lines mentioned (the Eastern Bengal, Scinde I’unjﬁf) and
Delhi, and Oudh and Rohilkhund) wére, on purchase, taken over absolutely
by the Government, and have since been worked under direct State manage-
ment. The Madras Railway was divided between the Soutii Indian and
the Southcrn Mabratta Railway systenss. . The other lines (East Indian,
South Indian, Great Indian Peninsula, and Bombay Baroda and Central
India) were lcased for working to the companies which had formerly owned
them, under contracts providing that the companies should supply in some
form or other a small amount of capital, on which they were to receive a
certain rate of interest guaranteed by the Government, together with a share
of any surplus profits. These companies, and also the Southern Mahratta,
the Indian Midland, the Bengal-Nagpur, the Assam-Bengal, and the Burma
Companies, which are of more recent origin, have no rights of property in

the lines which they administer, but are in the position merely of working
agents for the Government.” i °

» 'Ir} 1869 the State ﬁl'sﬁ:iertook the construction of railways by Govern-
mert officers, and for the next 10 years all new lines were constructed in
this mavner.” In 1879, however, companies were again allowed to enter the

field, and from that year till the present time the construction of railways

bas been carried on partly by the Stdte and partly by companies. ~ Most of -
these modern copanies have received financial assistance from the’

Government, and in practically every cafe they have been provided with
land free of cost. . :

3. ‘The following table shows how the railways in British India (omitting

lines constructed under the Tramways Act and one or two others of small
importance) were owned and worked on 31st December 1906 : —

(1) Lines owned and worked By the State :— Miles.
North-Western L - - . 3,569
Eastern Bengal - - - - 1,971
Oudh and Rohilkhund - - - 1,202
Jorhat - - - - - s 32

Total - . 6,164

(2) Lines owned by the State and worked by Companies :—

East Indian . - - - 2,165
Great Indian Peninsula - '

*

| - - - 11,562
Bombay, Baroda and Central India, and Rajpu-
tanasMalwa - - - - - 2437
South Indian and bhranches * -, =~ . - Iasl
Southern. Mahratta and branches - - ‘3‘1%9
Indian Midland and branches - R ’94,9
Bengal-Nagpur - - . L1998
Assam-Bengal - - - - ’775
Burma - - - Je . - 1,340
Madras and branches . . . - . 1’518
Tirhoot - - et - . ,6141
Lucknow-Bareilly - . " . i - 237
Bezwada Extension -y - - -9
Jodbpur-Hyderabad éBrit‘ Ifasection)* “ e - 124
L R f
o Toma . - 16,458
) v N ——

* Worked by the Jodhpur (N;xti‘}ze) State Rhilwa);izatﬂﬁii;tﬁﬁ:bh

ol
B 4 XD =
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. "(8) Lines owned by Guaranteed Companics :—

Miles.
Delhi-Umballa-Kalka, worked by the FEast In- e
dian Railway Company - - - 162
Hardwar-Dehra, worked by the Oudkh and Rokil- )
khund State Roilway Administration - 32
TorAL - - 194
(4) Lines owned by Rebate-aided* Companies :—
Southera Punjab, worked by the North-Western
State Raihway Administration - - 580
Tapti Valley -) worked by the Bombay, 155%
Ahmedabad-Parantij ¢ Baroda .and Central 55
Ahmedabad-Dholka India Railway Company 331
Amritsar-Patti, worked by the North-Western
State Railway Administration - - 271
Mymensing-Jagannathganj, worked by the
Fastern Bengal Stale Railway Administration 53
TorAL - - 9041

* “ Co . .
(6) Lines ovbned by Subsidised Companies :—" "

Darjeeling Himalayan, worked"ihdep&ydently - Bl
South Behar (originally a rebate-aided line),
worked by the Hast Indian Bailway Company - 79

Torar . - - 130

2

(6) Lines owned by Companies which do not receive
* financial assistance from the Government :—

»

Barsi | - .- - - - - 783 >
Bengal and No:th-Western - - - 932 ] ~ §
Bengal Dooars - - - - 153 8%
Deoghur . - - - - 43 f S 3,
Dibru-Sadiya (originally subsidised) - - 86 | 8.3
" Rohilkhund and Kumaon (originally subsidised) 118 ) 8

Tarkessur, worked by the Fast Indian Railway
Company - - - -
*

922

PR
vy

ToTAL - Jﬁ 1,394}

Thus the only lines ofsany magnitude which are not owned by the
Government are the<Southern Punjab and the Benga.jmand North-Western, ::
Moreover, in the case of every oneof the lines not already owned by it the
Government holds a vight of purclidse at certain dates, and within the next
95 years all the railways now existigi in British India (with one-or two
trifling exceptions) may, if -the Governigent ‘ghiould so desire, become State
property. - 3 , |
— et o e

* i ‘ t.to branch line by ﬁﬁ%‘ irent line from the earnings ?f,ﬁhﬁ.htm N
from tr&liiﬁe(l:a fméﬁ;” ?g;ai,?theabranch. It fsy limited to (1) a specified propgrtion of those

earnings, sl (2} i smonnt Which, when addedto the net earnings of the braich, will make up

v

‘ & certain fixed dividend 2:; the capital of the branch.

R Y
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\A- he ﬁ:.:m.cu} re: u}'{s of the working of the State and Guaranteed
Railways durinw each of the last five years, are shown in the following
table 1~ -

Net Earnings.
Capitul ut Charge

Yeur. at end of Yoar Gross Eatnings, }Y‘”ks”g LT o
(Oper Lines), Expenses, Percentage on
Awouot. + Capital
© Ontlay.
£ - * o ‘ o T
S ¢ £ £
190203 - LISIATE JLOT2000, 1047870 10,550,220 4.65
{
100301 R CENEINE 21570,010 11,009,399 11,470,611 403
[604-05 - 23K,T 14,000 23,034,547 12,018,304 13,036,243 5746
1H05-08 - 245,14105% 235,005,357 12,204,573 13,300,784 545
100607 -1 233,708 160 96,834,860 13,493,522 13,341,338 596

p wlit to the State. after st iom arees o -

The net profit to the State, after meeting all charges for interest on
capital, awuuities for the purchase of lines from Companies, shares of
swrplus profits payable to Companies, &e., was in each Year as follows ;~

ho
1902-03 - - - - 228,049
1903-0 ¢ ; - ) . } Y
b 860,669
1904-05 - ; ) )

il , 2,105,138
1900""0{) - - - - - %
1006.07 2,001.966
H06-01 - - - - 2,313,541

These figures understate the true net revenue derived by the State from
the ratlways, innsmuch as a portion of the charge under the head of

* annuities for the purchase of railways ™ represents repayment of capital

The amopnf oft’ (:fupnai ~re(}eemed in this way by a charge against the carnings
of the railways is s}}o\m in the accounts of the Government of Todia to have
been as follows during the last tive years:— '

. =
1902-08 - : . - - 610,181
1903-04 - . . .

630,997
190405 - . : . .

-0 - 632,452
190506 - . . . -
LA - 727,695

: - - - 752,135

) ':(‘he real net profit to the State, after meeting all
attributable to revenue, was, therefore, in 190607 upwards

sterling. . of 3 millions

5. 1t will be seen from the forecoing skete : "
Government of India with respect £ r§ilwars %s,thaqxf(f hias 0;;2(:180{) e
entirely different from that of the Government in this countr; .}’S ol
thousand miles of railway in India have been aetually constmgi;ed }?Veral
Government, and with regard to the remainder it may be saiq ¥ the
company which has constructed a ra Y ¢ said that every

ilway has recei ; :
from the Governmenf,‘ varying from i guar:x?g:do??ﬁ;;:te Sf astsgstance
grant of land only. The Government has thus been able, whe o the free
for the'mmscruenon or working of railways by companies t:) res b arranging
a consxdemb}q measure of céontrol, and every companykfiag ensé'vedtq itself
contract which provides, inter alig, that the rates and fares ch red into a
g:;‘ggf&.t?h;lg 3”" oval of the Government, and in most casesagzge:htﬁé
avernment necess:n'y to the sing of fngsh capifal.

6. In the case of the eom

Government of Indis, the Go panies which work railways on behalf of the

' fernment powers of control a i i
f'm:hmﬂs between the State and the-Companies. The r(:':iquemﬁed in. b
in the contracts may be summarised g follows : provisions contained

1. The company is bound to keep the line in

working condition, and £ Ny supplied with roIE‘ng sigf:frggﬁt an

charges properly’

9

machinery ; to keep the rolling stock in good repair and in a0l
working condition; and to maintain a sufficient staff for the
purposes of the line;—all to the satisfaction of the Sceretary
of State.

2. The Sceretary of State may requir: the company to earry ont any
alteration or improvement in the line, or in the working, that he
may think necessary for the safety of the public or for the
effectual working of the line.

3. The train service is to be such as the Secretary of State may require,
and the rates and fares are to be subject to his approvai. (A
certain amount of latitude ix usually allowed to the company in
fixing its rates, . within maxima and minima laid down by the
Government.)

4. The company has to keep such accounts as the Scerctary of State inay
require, and these are subject to audit hy the Socretary of State,

5. In all other matters relating to the line the company is made subjeet
to the supervision and control of the Secretary of State,»who may
appoint such persons as fie may think proper for the purpose of
inspecting the line, auditing the accounts, or otherwise exercising
the power of supervision and control reserved to him. In particular
the Secretary of State has the right to appoint a Government
Director to the Board of the company, with a power of veto in all
proceedings of the Board.

6. All the moneys received by the company in respect of the undertaking,
whether on capital or revenue account, have to be paid over to the
Secretary of State.

7. All expenditure by the company has to be stated and submitted for
the sanction of the Secrctary of State.

8. The Secretary of State undertakes to supply the company with funds
as required to meet sanctioned expeunditure.

9. The raising by the company of a certain initial capital is providel for,*
aud no further capital can be raised without the sanction of the
Secrctary of State, who has the option of deciding whether le
shall himself provide any additional capital required, or shall allow
the company to raise it upon shares or debentures on terms to be
agreed upon. . :

10. On the capital raised by the company, interest is guaranteed by the

Secretary of State, and has to be paid by him at stated dates.*

11. In addition to the guaranteed interest, the company rcceives a share
of any surplus profits, which are calculated as follows: From the
amount of the gross earnings of the railway the following sums
are deducted--

(i) the working expensecs;
(i) the guaranteed intercst that has been paid by the Secretary
of State ;*
(iii) interest on the capital provided by the Sccretary of State;

and the amount remaining (if any) represents the surplus profits
of the railway. Of such surplus profits a certain proportion (as
fixed by the terms of the contract) is paid to the company, the
remainder being retained by the Government.

12. The contract is terminable, either absolutely or at the option of the

Secretary of State, after a certain period (in most cascs about

25 years), when the share capital of the company is to he repaid at

r by the Secretary of State,* who has to assume all outstanding
liabilities of the company incurred with his sanction.

# This does not apply to the Bengal snd North-Western Railway Company, which has raised

“no capital for the purposes of the Tirhoot State Rajlway. In the case of the East Indian Rai lway

Company, the capital of the Company is represented by the capital value (6,550,000L.) of a portion
(one-fifth) of the East Iu:lian Rallway annuity, payment of which is deferred, the holders receiving

_instead interest at 4 per cent. per annum on the capital value, with a share of the surples profits

of the railway. On the determination of the contract with the Company the deferred annuity will
become payable. .

A3
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In the case of most of the Ii i isi
¢ lines owned by companies, provisions similar

’ 2 s 6] e, OUQ’ n s 3

Although the contracts are in the name of
greater part of the work of superVisirzfz*mfzhzt fi};isse
conducted by the Government of Tndis,
gallway. Board in 1905 this work was performed by the Public Work

ecretariat of tl‘le Government of Indin, acting under the direct t 'r 2’
a Member of Council who took charge of Public Works businessconom t}(J) )
formz}t‘lon of the_Rallway Board the functions of the Publich'ks LS.ecretI‘l 1 tb
so far as the Railway Branch was concerned, were transferred to it‘ un(;g'a";

Resolution of the Government of Indj

> . ndia dat :

which we shall refer in detail in a Iater part a;)i? %uilis[t{h Fetbruary 1905, to
Resolutions. : eport, and subsequent

cretary of State, the
, an@ the accounts is
Before the institution of the

7. The manver in which the provision of funds i i
gzgggsg;'agtegd b]y the Government is as fol]ol;lsd :s:qsglilgetfgghl?:; Owilled
of bIndé g omeailc.m (iimanc)a.} year a statement is drawn up by the Goveorl;le lfé
of In ;‘fnloe X.almi)_? an estimate of the amount that can he made zwairln ?)Ill
manngr.?n W}f;_@ﬂ( l_;l'[‘e‘ on railways during the vear, and proposals as‘ t aJtl .
manner ir stelu If shall be expended, whether for the improvemeot 1%

existing cefn en];;n(s)’f or Il)?ogress on lines under construction or fo;l tlo
oo cemc qgwd ines.  The estimate of resources inclu’des all "
expeoted to e pr.-ov(; Ie) by the State from whatever source and all oney
xpected fo g@ltse Y guaranteed companies; the scheme of i
s expenditure on h(il%s ogvned by the Government op byefggil:titurg
: . il above). This scheme o ity e
;zgég‘?s(;rxdbggo rfl]éz tﬂSJecm!;ary of State with such modiffcai);(?:: (zllltu}re, W
ecessary, ¢ railway programme of the vear & i 1111.1_1{3
of thfa Railway Board it e aine the mstitation
For he tw ooty e €8 {10 ooming
4 . ears ; i i
to the latter is purel%: }I;rovi;ion\;ti.the Fanction given by the Secretary of State

The programme s it 1
b system, as it is commonly desio
) ) esi

l(f;-lthlsgd rggfzsvoutfal?ly, more especially on tj{le grgliitle‘ihhgs often. been
afe o S ﬁ 2SS O any.large work which requires som. ander it the
p »such as a new line, is largely dependent op ﬁnane' years for com-
ci

and on considerations affectin other w ;
cconomical mate. Tt 1oectl Sga o 1;1- works, and is not necesiitrily the most
allowed for the

b3 hat insufficient time 1
preparation of schemes, the purchase of ent time is
- cati 1856 of materialg, 5 b
o vy S S o s 3 Comeraot, o s
consistently with financial Pmdena;éx oigrxlltp;hatthlt expects to be ahle to pg(?:i(?:
vide funds for all the expenditure that Wwo elrd. ;le : V
In these circumstances the procedure Wllllicl e
R oy a selection from among the possible o
most Immediately u Jects of expen

to minimise the disudvalntage's ngent, appears to he the gpe

conditions were different it ;: o winy rod SPPly of cap;
undertake to supply in each Iirlégl]ihb o oy
works on which the hulk of the
;vhen beginning a new wor
0 procure the money required f
e b . 3 . i or
Zeg; nﬁsgizf dlarmg its Progress such ingtalm

g © advantage that woulq result fr o can be spared.  Wo

but it.is im ; . om .
programme f;:t?;fagie Illgcé’s"esmt_ conditions, a;gc,};e {zh(é?:‘fnge of system
arranged as ‘to enable rap Sary, provided the annual dm%:'.fb\lﬁigc‘)ird the

lon is sp

8. Before concluding ¢hig

11

When examined, the complaints under this head
are generally found to be based on cases in which the Government
of India has refused to grant to projected companies all the financial
assistance for which the promoters have as‘kud; in some instances the
ound of complaint has been that the (ufovernmqm has iusisted on
e subscribed capital may be used to
defray the expenses of promotion. It is open to question whether the
promotion of schemes to which G—overnm_ent”ald is considered essential
is entitlod to be called ¢ private enterprise. We are nob aware of
true private cnterprise, that is the construct'mn
fnancial assistance from the State, has ever failed
t {from the Government of India, provided that the
which would not enter into injurious
competition with existing lines. Where assistance from the Government is
asked for in the shape of a guarantee of interest, either direct or mdniqct, the
responsibility of determining whether, and to what extent, such a.SbIS‘t&(.lCe
shall be given wust rest with the Government, and if, upon a Con§1delat10}1
of al] the circumstances, it dfzcldes that the balance of _p]ub]hc ald\ .ant{lge' is
against the grant of the assistance desu'qd, 1t cannotti;alr yt )i char gle('t“;l]tlh
neglecting to encourage private enterprisc. Any a empf o] exploi ! 1(;
country for the benefit of the concessionaire, by means of s len‘l(:s ‘1‘; -ui

would either compete unfairly with railways already in eg}stenlce ?1 )1e. ikely
to prove disadvantageous for the taxpayer, has been consistently, and in our

opinion rightly, resisted by the Government of India.

in railway construction.

ar
b . .
restricting the extent to which th

any case in which
of railways without
to receive encouragemen
proposed undertaking was one

. -vati recommendations
We now proceed to submit our observations and rcco npOp

the several questions referred to us.

. ounts allotted in recent years for railway con-
Ques?:ﬁxctli.o: va‘fx?:ﬂ;;fxip%:n: n;n India are sufficient for the needs of the country
and for the development of its trade ¢
, 06 the length of railway open in India (not taking
accc?ﬁn%togfhzgﬁglgf&gck or sidi;gs) was 29,097 miles, on which the total
capital expenditure, including outlay on construction, equipment, &ec., was
Rs. 8,79,20,73,000, approximately cquivalent, at the various rates of exchange
appli::ab’le in each case, to 286,5600,0001. Of the total of 29,097 miles, hx}es
aggregating 6,443 miles, or more than one-fifth, were owned by Native
S%Etesb or by companies not guaranteed by the Government of India; with
respect to these- lines the Government assumes no responsibility for the
rovision of capital, and their requirements (except in some cases for the
gu ly of rolling stock) are not included in the annual programame of
exf)gn)trliture which the Government undertakes to meet. The lines which
depend for the supply of capital on allotments made in the programme, i.c.,
lines owned.by the Government of India or by guaranteed companies, were

. Nes in lencth on 31st December 1906. .
22’251;1! :ill(ﬁ:l::x ‘(3(1)1 gthe lines open, 3,283 miles of new lines were under

construction,— 2,651 miles from funds provided under the programme, and.

iles outside the programme. . ) .
632%?:3]6;0?110%1; renIJ)arl%s relate only to the lines which come into the

Government programime. |
10. During the seven years 1900-01 to 1906-07, the capital cxpenditure

the programme amounted to 50,247,6301., of which 27,411,120L. was
spont_on sdditional olling stock and improvements of open lines, and

%99 .836,5610/. on the construction of new lines. The annual expenditure

inoreased from 5,317,768l in 1900-01 to 8,999,430/ in 1905-06 and

9,741,0001. in 1906-07. e s . -
Notwithstanding the large expenditure incurred since 1900 in increasing

the facilities for traffic on open lines, the commercial and railway witnesses

were practically unanimous in their opinion- that in the g’lears 1?06 and

1907 the railways failed to deal satisfactorily with the traffic offering, and
. A4 )
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> are satisfied that this was the case. The chief complaint has been
I";b a‘iil?n:* the inadequacy of the supply of rolling stock, Dbut th _necessity
fo§ imprgving the lines by the addition of crossing stations, sidings, &e.,
iu order to fit them for the employment of additional stook has also been
r sented as pressing,
1epr§;§ne of tvl]?e witnesses have suggested that the
is not worked with the greatest efficiency, and there may be room for
improvement in this respect. The attention of the Railway Board should be
drawn to this point.

Although, however, some improvement may be possible in the method of
working the existing stock, there appears to be little doubt that, largely
- owing to the activity of trade which prevailed in India in the last two

or three years, more especially in coal, grain, and manganese ore, the
equipment of the lines was unequal to the requirements of‘ the traffic.
The esceptional efforts -which have been mafle since 190§ will, howpver,
shortly effect a marked improvement in this direction, and it 1s not unlikely
that there may also be some slackeni

ng in trade. The unusual conditions
of trade and the measures which have been taken to increase railway facilities
appear to have becn overlooked by some of the witnesses. At the same time

we arc convinced that the trade of India will go on deve]oping, and that
-timely preparations are necessary for a further .increa.se in traffic,

The expenditure under the programme in 1905-06 was,
stated, 8,999,4301., or nearly 2,000,000, greater than in the preceding year,
while in 1906-07 it was 9,741,100, Of fhese sums 5,121,300Z. in 1905-08
and 6,129,307 in 1906-07, were expended on additional rolling stock and
the improvement of open lines., In the present year, 1907-08, the amount
at first allotted for capital expenditure on railways was fixed at the sum of
8,000,C00L., but this was subsequently raised ‘to 10,000,0001., of which
upwards of 8,000,000, was to be devoted to open line equipment and im-
provement. Thus, in the thre

€ years ending 31st Marcl 1908, nearly
20,000,0001., will have been spent in increasing the ¢ ’

existing rolling stock

' ; : cupacity of open lines, -
and the result of this expenditure wi]l § . v )

given much help towards brinei
standard of efficiency. . o
It appears from the Administration Report on Indian Railways for 1906
that 4,316 wagons were added during the year to the stock op the several
railways ; also that an additional 8,733 wagons were under order at the end
of the year, and that the provision of 2,8
making a total addition of 11,5621 wa '
(115,686) in existence at the end of 1906, I
mendation made by us in our Interim Report, dated 6th une 1907, a copy
of which is annexed, further large addition

s have since been ordered, so
that the stock of wagons on

Indian railways in the Spring of 1908 will
probably be larger by some 13,000, or 111 per cent., than it wag gt the end
of 1906.

question of the provision' by colliery proprietors angd other traders of their
own wagons has been raised. Thig i g

ons h ] System is in extensiye operation on the
Tailways in this country, but it s reg

00 , arded with great dissatisfaction by all
the railway administrations here, who would be

Wi . s'ad to see it abolighed.
The opinions of the executive officers of severa] of the leading Englisy,
railways have been communicateq to us. Tn the cage of one line
the opinion has been expressed that private wagong ¢ grg the greatest
“trial in the life of g traffic, goods, op minera] manager. They have
“ nothing to recommend them, . |

The amount of shunti
“is colossal, and the ntin

; e cost of this ig eﬁormous.” The General
another important line hag stated that « the sys

fraught with inconvenience,” A third
“ are about 700,900 Pprivate

g necessary
Manager of

Ompany has remarkeg —*There
The relief from
ly over-balanced
the hecessity for

s * o+ . Were it ibl -
* the public the right to own private. Possible to remove from

Company in the

as we have

tem of private wagons is
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»  Tn vi Lese opinions we
- rould combine to such an end. I? Zﬁew ?vazte owgership i
- Kingdom ™ OU{ recommend that the system of the p
see no reason 1o )

waoons should be introduced into India.
bwl

ly and advantageously be
itional amounts may properly
Question 2'“Wg?:e; (i’g:‘t;(:ilfway construction and equipment ?

r

: imi Id be assigned at the
. i no definite limit could the |
12, We aro Sahs{ie{%ﬂ?ﬁ that could bhe ?e_x,munerattlvely 2";226%022 th: !
present tiﬂ!te todg;epsncion of the Indian rallwgyusg’lsl;%‘ema npde 4 there is
development and e nents of which are con inu v ) b
s tiree lines. i vements o ; vhich would not only be
existing lines, 1mpro truction of new limes whic rite
s the constru dd materially to the prosperity
wide scope for 1 put would a lob the
. themselves ‘ e. and larcrely deve op
remunerative 1o eatly enhance the revenue, oY timo
d i dooks forward to a ti
of the population, gr More than one witness o increncord. o
T O 01000 miles ot ailway now Rone ot wlone s short of that
160,000. 'We b.el_leve}vt lge found to be I}ecess'aly eni-oiﬁc‘;?\’re expenditure
which Wlul utlttl}anafze\;fill be fruitful fields for large rep .
convinced that ther

or rs to come.
i for many yoars »2 dy, and even
on railways in the cquntfl); opinion, very desirable that the steady,
. s .o In O
1t is, therefore,

' India should be regarded by
ilway system of Indi h gurded_by
rapid, (levelopmte nts %i: l:ﬁ; Il:zs méys,t important duties; but at the same ti
the Government &

i d when the
the financial difficulties that may be experience
we recognise the

i hemes on a large scale.
mits itself to new and expensive sc
Government com

i is that large
i f rapid development is
The danger which attends & Il)oéfge:diturg over a long series of years,

j i ing heavy annuat = be easily obtaived, and may be
ects, involving nee sapital can . .
gg‘)g’ be beguu at a 12]t?3)?1wv§f§nbc§pital has become comparatively scarce
still far from comp

it i ssary to choose between two
. tances it 1S necessary . e
and dear. In-such clgc;?;; aof the vy’ork',‘and b')mwiﬁn?ﬁi?enﬁigﬁi e
alternatives, viz., ret?r bedy completion. The fom;(iar ?,de natirs entail los
rates, so as toallow 0 ISI(’) f labour that has been co e(lz1 ; } Jor ito works, to
owing to the dlspers]f; sudden reductions in theGlse'mment iy
the difficulty of ma :{;g majority are permanent Od e ooy
engineers, of \,Vh(gi‘l are engaged for a term of years, an g
while the remain .

:no which capital remains unproductive. The latter alter-
of the period during W

fall in Indian securities relatively to others,

native involves the xisk of l{;rity and prejudice the success of future loans.

the prudent policy for the Government to adopt is to
inion the

iture i 3@ TWO
13. In our op tandard of sunual expenditure. For this purpos

fix periodically a S‘ sidered :— L .
auestions have ‘f‘: cofreraoe of the annual expenditure that can be ad
i e a =]
(1.) What is tne

tably incurred ? ’
V&ntagi‘t)]“sg;:g(éep;?}%:aliupply of capital that the Government
is the
{2.) What 18

i re P
can count on being able to procu

: is considerable diversity of opinion. One
Stlggztigeai;i gn expenditure of }5 cror:,: 'oi’nau%fasg
witness (Colonel G."ra?ey)ﬁidient to meet present .rqulreme(xiled, nd that
1o yaes b S0 coresor 153 milin, pounds will be poeied Aucie
2. Tougla imated the amous ' . Two others
las) estimal ing for the next five years
ggx; ]iiugto )15 ; milhorllsBsrt(?ﬁré)g think that the annual grantessazx;ge k();
(Mr. Burt and 0019(;15’05 A fourth (Mr. Brereton) l?we g:;la amate of
increased to 15’000"()00 0001, as the amount that might p fﬁd be ynecesga
82 orowas, ot ovgr 2tslt’ed that some years of Preparatl?n WO Ty
annually, ~‘bpt ar;m amme could be worked fu p to. d many years to come,
Before such & progr afe to assumé bhat, for a goo );1 s o come,
We consider it 18 & ht with advantage be spent on railway
the amount that mig _ B

14. On the first que

896,
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If our recommendation is adopted, 100 m111101:11§ St?"hf{g] willA @'Spe{lt on : 3\
will exceed the funds which will on the average be available, so that the railway development in eight years, and, as _ﬁﬂa 1ty 1s still a ong way off, . By Y
effective limit of the amount to be spent in an;’; year will be the amount that it willyprob"lbly be decmed adv}sa})le to consider the whole g ?s‘tlon afresh -1\‘
can be provided. , before the expiry of the time mentioned. ‘,. 167§ h" - ;I
. - _ . olad le to recondu®nd a still ;
15. In any attempt to form ap estimate, the most important factor is {1 18. We should have been glad if we had been a}) T Rgs . :
amount which it may be assumed that the Secretary of gtate for Indil: calr? . larger increase in the capital expenditure on railway de.wl’lcllol)n}len -fox.;r WEgICh "’@
borrow annually in London. the State is responsible. ~But the rate of progress will be increaWd. Tnsrepnrs

is poi : ; : . - - - . ; es 1 1e -lines now dependeat on Gover
On this point we have had the advantage of hearing the opinions of than is shown in our figures if some -line D¢

Lord Rothschild, Lord Swaythling, and Mr. H. A. Daniell. TLord Rothschild capital are transferred to companies- supplying their own capital without

in reply to the question (1131)—¢ Then, in regard to the amount of monev Government intervention or assistance,_and in a fOf‘m,. therefore, notrtlllkei.)‘rf
““ the Secretary of State-can raise in any one year in London, you are inclinezl to compete closely with Government issues. There %s glotlreaém why, lt
‘“to think that an average of 8 or 10 millions would be about the figure ? such transfers are made, the aqnual capital expenditure by ‘13 ojxcrlex) nmen
remarked, ¢ I think he might get it, especially if it were distinctlb stqt-ed on the lines for which it remains respon_sﬂ)le should not st::lx}( a%) md same
that it was for railway purposes.” TLord Swaythling considers %rha,tl in “amount as before the transfers; and this amount, being (istu ute (.)C;fler
normal conditions, the Secretary of State would be able to raise 10,000,000/ a smaller number of lines, would enable them to be developed more rapidly.
annually in London for expenditure on- reproductive public works, His We deal more fully with this question later on.

Lordship remarked that borrowing for Indian railways, which are highly

remuncrative works, would be quite favourably received, as it is altorrc?,her
4 3, . l) 1 o h ™ o

different from borrowing, as many countries do, for such purposes as the

construction of vessels of war and armaments. My, Daniell’s estj \
lower than those of Lord Rothschild and Lord Swaythling. v cstimate was

A carcful consideration of the evidence leads ‘us to the
would not be imprudent for the Secretary of State to cont
London, in normal years, as much as 9,000,0001.

; __ Within what limits of time and by what methods should additional
Question 3,.—Within w eands be raised ?

: - : . imits of time within which funds. should be
concluxon_ that it v 19 The quvzfnloﬁ &bbzzlih;}nlsl:};f'se(? above. We think that the annual
emplate raising in raised has practich’y ¢ 1 be increased from 10,000,001 to 12,500,000,

expendlltme on'lised (s'?lfﬁéient to enable this expenditure to be incurred. It
maoney )elng_.{;‘; in some years to obtain larger sums than are requupd to
ected’to be provided in may be posstble diture at the annual rate which we contemplate, while in
§i— ‘ provide for expen be strong reasons for reducing the loans. "We assume

16. The amount that in normal years may be exp
India for capital purposes may be estimated as follow

. . Lakds. ;)}t;llsrt{leaézgil; mggf State will, as far as possible, take advantage of periods
- Revenue surplus - - - - - I—OB jf'a ) nev toymise funds in excess of his immediate requirements, thus
Annual appropriation from Revenue for reduction 01, casy mo the risk of lLaving to reduce the cxpenditure at a time of
or avoidance of debt . . _ 75 Tmnimsing S
Savings bank deposits . . . 100 stringency. 1 thods be which fund
Rupee loan . - R i ‘ ing the question regarding the methods by which funds
Motety of profits of coinage - . - 82 ‘ 20. gn ?)?S’Zzsn%;re Sﬁaﬁl deal ﬁr'stbwith the portion (7,§OO;QOOZ.) which,
T ' o s al1:\da’tions are adopted, Will ordinarily be provided in England.
m = "ﬁ\og‘i::go:;gl;our methods which may be employed for raising mouney in
5,000,0007. thfa“country -
\

' : ment horrowing. . )
17. The total amount that can be provided in England : ; gﬁl;ecitsglzvi?lshort term debenture bonds by companies with the
on the credit of the Secretary of State for capit gland and India by or . uarautee of Government.

. 1 purposes iies, also guaranteed by th
estimated for the present at "14,000.0 o Purposes may thus be The issue of debenture stock by compauies, also gua y the
sum will not be available 000000 2 year. "Byt 5 portion of this 3. The issue ot Ce

f i isi : ly redeemable after a long period and at the
for expenditure on irrioatio(:lr gvl(l)g'l]?g Onl]:agways' Provision must be made GOYern(l)?etrllx% ggfrgﬁ'g;.
a year, and other eX[)Pi’lditure may’h;vvg ctol%aéynﬁgte;tlmated at 1,000,0007. * 4 Tb: ngae of share capital by companies, with a Government
moreover, the money market may not always be fa,voﬁ?;lb{)e:rl‘%\;zd ttll:?r?lsyi% . guarantee of interest and a share in surplus profits.

desirable to recommend an afnnuql rate of expenditure op railways which
o D et ,

PlleOGOI:r}:;zigg;: g&fe‘{iai;%ed;ﬁifl;ﬂt' fimes, aud wo has hitherto been effected by aised for railway construction during

Y Programme on the hasi Soorised to prepare channel only 83,000,000. has beed :

ompares not unfavourably wit} iture of the last 20 years.-
e last 19 Years, as shown iyn th ' ihe ox This is unques

- wment borrowing.—(a) India stock.—Direct borrowing
L Direot Government othe issue of 1ndia stock, although through this

12,500,000!. This ¢

been incurred in th tionubly the cheapest method of raising money, and if

¢ following table .- i btained without materially lowering the price of-

51898—99 : : £ - ' :ﬁéﬁ 3?,212 ﬁireb?s lii;gtlf: rce)eason to look to other methods. But it ts mtaﬁessafl{
l ) i ) - - i sssibility that in some years it may be thoug

iggg;(lgoo . i R - g’g%’gg ;-”ﬁagf ?;];ﬁa I?;n?ssﬁgeinp(ﬁfllglang a singlg loan of tge am_ouni.; rgqun";edt }tlo

' o i ) - - ’: ) o i snditure on railways to be maintained a e

ggg-gg ) ) ) ) - g’;%g,;g(s) Sng-b E:i {g:,’el g 1}2?51 ;ige?)ccur when the amount required goes txﬁot exceed

= = b] H . es1rT . . . . 0

) ) - - 3 it is, of course, more likely to occur when the cost of

iggg:gg A - g’ggﬁ’zgg’ ' 9,005),00011[;352:% ligesi-azions, the purchase of.lines, or the discharge of

1905-06 ) i - - - 7,188’600 faml{le»,ble oblizations of an exceptional amount, has to be proyldefi for frqm

1906:07 L ) T S 8,99974,30 E‘;ﬂ’féﬁid tunds, . One method.of dealing with such a sltuatlonhw hto hlsmlxg
' y " - | 741, o o paid of 1y ; is i ient which shou

1907-08 (grants allotted) . - ~ 9,741,100 d off gz,fra,duatlly;3 12)ut this is an expedien

India bills, to be pal
- - = 10,000,000 :’ o
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be avoided as far as possible, and it is advisable that the Secretary of State

should have in reserve methods of supplementing the resources that can
be procured by the issue of India stock.

(b) Special railway stock.~—One witness (M_r. L. L. Cohen) suggests the
creation of a consolidated four per pent: rallw.a,:y stock secured on the
revenues from the railways, and having in ‘fxddxtlon_th_e guﬂrantee.of the
Government of India. A new stuck of this descnptl'on would, in our
opinion, be, for a considerable time at least, more expensive to the_ Govern-
ment than India stock, for which, owing to the large amount of various
denominations already in cxistence, there is a large and free market,
Its creation might, nevertheless, be Justified if there were good reason
to believe that its greater popularity would allow of larger annnal Issues
than can be made of India stock ; but we are not convinced that this
would be the case. Tt is necessary, m
surplus revenues of the railways, on which the pro
be secured, are merely a part of the ¢
constitute the security for ordinary India stock. Tt ig _
whether the hypothecation of a portion of the revenues of India to the
service of a new class of stock would be consistent witl, the- Secretary of
State’s obligations to holders of India, stock.

It has also been suggested that an Indian r
fixed rate of interest and taking in addition a shar
the railways as a whole, should he created.

dated four per cent. railway stock suggested by My, Cohen, would almost
certainly be more expensive to the Government than the issue of ordinar

pered by complicated conditions relating to the
division of surplus profits, which would affect its popularity ; and the
holders of it might advance madmissible claimsg to be-allowed to interfere in
the administration of the railways.

We do not recommend the

allway stock, carrying a
e of the surplus profits of
Such a stock, like the consoli-

adoption of either of these two suggestions,
2. Short-term Debentures,.—~There
financial witnésses that this form of

sparingly, and only to mcet temporary emergencies. The amount of
debentures guaranfeed by the Secretary of State now outstanding is
16,903,5001. - Although these short-term debentures have heen & convenient

and, for the time being, an economical means of obtaining {unds in the past,
- we consider that it is desirable to avoid

. adding to those now existing, and to
discharge them as opportunity arises,

: as undoubtedly, if they have to be
renewed in times of monetary stringency, they have their disadvantages.

is a consensus_of opinion among the
Talsing money should he employed

Nevertheless, the issue of _debenturé sto

owing by the Government, and we would
suggest that the popularity of this

uld be increased if
Y on transfers,

circumstances endeavours mjeh
method of supplying capital for raj
pf,smes a 1igreater and ;nore dircet interest jn the su ,

also in the raising of capital, would, in our o inion, be attended wi
admlmsi.;rat.ive advantage. The Provisions og the existin ncty Sreut
coxapanies in. many cases offer some impediment to the 1
share capital, but “the necess ifionti o

The Becretary of State has r

orcover, to bear in mind that the °

g contracts witl, -
S8ue of additional
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red 1 ith the Southern Mahratta
et to be entered into ‘_VLth S I
the terms of the new gorvl:;alcﬁuderstand that he is negotiating anan%em'e};ts
R«‘lﬂWa_y F;Omggsrg ’v??th the Great Indian Peninsula and Burma Railw y
on a similar

Companies.

' i i ossible, by the use of method 1 (a),
We hope that 1t ?ﬁy blfyi;?l%vt]}(}oc%)s 3 and 45,[ to borrow ;}?'I{O]ltd?‘:;t }‘i"glr
| supplemented, if neces erg;e amount of 7,500,000/ a year, w 111c 1 108 ears
i Piy Sl avr to be provided in India, will in o ma‘ng'u}étiou
t; Wiﬂlll 5,300’((3)0321 na;xgzi to spend 12,500,000/, on fresh railway constra
i enable the Gover 0
| | i / at one
and improvement. st rule can safely be laid down vthaJ'v
In our OPIHIOI(ll nofh?;gs i{r:Igl”d Iff:)ney in London should hbe adoptmmlzﬁ-l?;tl
particular method Oh must depend on the condition of the 1111011({3yt0 et
circumstaniesi:imlgt;cpd we -are satisfied that tllig va‘ewzgg }ela;;plszs.&ec. o Dy
rom  time L0 time. 4Rt ject are sound. His Lordship said :— Wi
 Lord Rothschild on tlrl(lj- :;ggg(ﬂtﬂ; for further funds, then will be 'f‘}llxta 21;11{;3
*“ the moment ar}‘rlzei-orm horrowing is to take place . K ént.is e
“ 10 decide in wha titled to give the Indian Governm it s to make
., ddvice I thinc ) ag e:eab)e law for future policy. It is always Dost to
, no fixed ond unc aiﬁina to one’s bow, and if, when the tl{neu(i?sr: s 1 38
 have more tha}l OI}‘B r inﬁpolitic to act in a cgrtam way, I‘t.“CO 118 can be
“ found impracticable o thods sketched out in the memoran i which
. Dad to any one Oﬁ tllzzeme .. I should be excessively soiry to
‘“ has been given to me.

- ’
3 ayp ‘Va .
State down to raising money in any one particular way
“ the Secretary of State

. ) ice in regard to the provision of capital in

21. A modiﬁcatmn@o‘i :tl:‘il pifcglcfo;nlt memorandum by‘ t%q f[onogrgblle
England has_been Sg%gj and the ‘Honourab!e Mr. J. F. tmt;y, a'q'nile;i
Mr. E. N. 'Ba,kel‘, \vernor-General's ‘Council. At presen 7 'r?ove" the
members of the G(')veludes (as mentioned in paragraph ) wka('ed b) the
railway programme 106 osed to be incurred on all lines ‘:101the' fo‘Zecast
capital cxpenditure prop hich have a State guarantee, ar‘l ey
State and by companies W ilway purposes includes all sums eS:‘lma}?
d meaus for 'trei outlay by the State or to be raised thy
ded for_' cg}}l a the event of the companies nof ralsutlg ?
ompanlgsﬁcie'trlmcy is made good by the Stat;e,htol.t;heg eE: ?Vlgi(?h
sums estimated, the_B :ker and Mr. Finlay propose that t% i ;1;&1)2 o
if{s rfsour:gzi'oni‘g;included in the programme shall in futu

1e trans :

into two classes — ) $s re worked by the State and those

' Olas}s; 1}1}]1 ml“g;?f pﬂ}ih{:::; bv;lﬁ?e}l Sga,te and are worked by guaranteed

which have .
compapies. ) ines worked by guaranteed comparies.

Class B. mcludlr;lg :ﬁl}:)elc';:foe should be made in exi.stinlg arrgng(,}c;;ngnés

It is suggested 1'D‘a’Class A., but that companies working f}h-]elz I?h 1'sz;ise'
in respect of ines in it with the Government the capital w ]'131 e); ise,
shoulc;.l cizsebgoixffiggéd that they will not in f(tllit:re rec%lg’:y %v :g{:lc:hus "
and shou ot ital expenditure. T 0 A
the Government toyg?;dfso:‘n%erfgilggcil{ie mongy which they rfépé:;esi ; and if
complefely resp 9%1511 expenditure would be reduced, or wou hich is one
they failed to ra.lsefl A % nancial responsibility of .companies, }:Vt the sy

The Increasc o is certainly desirable; but we think t E;l' veu;ecOm.
objelctt ot ﬂi)l: izlésge;ttaiﬁed by the other method which we ha
resuit can

of ways an
to he provi
guaranteed ¢

ided in paragraph 24. The adoption of the proposal of Mr. Baker and
"mended 1n §

i i ifficulties, which
M W d with considerable practical difficulties, .
r. Figla{;t s;‘;i(ilf;r) ‘iana?«;:(i‘fix‘;‘; we do not see our way to recommend it,
we need n . v

' ' Rothschild which, in our
" 9. tion was ma.de by Lord ) _
Ky recoﬁm::r(:?ull consideration. In reply to‘guest;mr]lls&3 plght:nlzﬁ
?%)11213011, gelsgzz). he said that he would advocate raising money
an » he ¢

" times were favourable, even although the programme of works might not
1

] y y that he.
i e w to be spent in an one year, and '
be such as fto reqmre the whole to : p ‘
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would not hesitate, if the moment were favourable, to bring out a larger
loan than might be necessary for that particular year. Mr. Alexander
Wallace, late Governor of the Bank of England, expressed views similar to

those of Lord Rothsehild on this point. We have assumed ahove that these
views will be carried into effect. .

23. In regard to the amount to ho provided in India for railway con-
struction and development, we have accepted the sum of 5,000,0007. as that
which may be available at the present time.  'We have not taken account of
sums that may be provided by Native States and by District Boards in British
India for the construetion of lines in districts in which they are specially

interested. Such resources may enable useful additions to be made to the
Indian railway system; but th i

amount to be included in an

. ! _any  calculations relating to the annual
expenditure on railways which should be undertaken by the Govern-
ment of India. We think that, for practical purposes,

our enumeration
methods by which the Government of

PPly of money in India for capital
¢ regarded as exhaustive, Byt it may
obtain a larger amount by certain of thege

1 d . ce we think that, in view of the direct and
mmediate benefit conferred by railway extension on the Indian producers

- from whom a very large bart of the Government revenue is obtained, and
also having regard to the mportance of checking the growth of the external

" debt of Tndia, it would be greatly to the ultimate advantage of Ave
and sound poliey for the Government of India, 3¢ of the taxpayers,

In paragraph 16 above of the
India can obtain a regular su

methods.  In the first pla

to endeavour to i
realise g .
larger average annual surplus than 100 lakhs (6 . o

' 67,0001.), t i
supplement the other resources available fop capicaz o \pplied o

11*ailways. Sticondly, it may also be found possible to issue }

arger anmual amount on the average than 825 lakhg (2,167,0001.), the §

that we have used above. Finall » We anticipate th it m .)"'t el
possible to use the whole of {he yproﬁt cinage or. apital epmioly be

From 1900-01 to 1906-07 the profits werc invested g
standard reserve, to bhe used, when necessary, for

exchange value of the rupee. In 1907-

Report, dated 6th June 1987, in e Mter
the profits on coinage in that
the Secretary of State decided t}
should be so 1nvested. Unti] the reserve hag incp i i
present amount, we think that ne larger propoi%’isti(} zﬁg{?ﬁierssly bgy ond its
way. But ag it is estimated that by 31st M g i this
been invested on behalf of the reserve
4,000,00017., derived from the i
and 6,500,0001. is held in

be hoped that in course of time the Secretay veserve, it may
to go beyond his recent decision, and to usc s the

5 ’ e the whole of ¢
ra}i“ ay purposes. When the money can be obtained, we d‘é n‘;}ieﬂgr?{ﬁzi for
rallway programme of even 20 milljong sterling will be excessive r Hhat a

24. We pointed out i paragraph
< ol d PA 18 above that the d
Indlanl railway system would | expedited if al‘rangemént?sv%(ég ?enii()ft{'he
:lon}t? Ines now dependent on Government capital should ip ¢ ¢ made that
lelr capital requirements withoyt Government inge ti uature supply
A scheme with thig object has been " poruon

Or assistance,
) . suggested 1 Witnes
i(tCi(;lonel Gracey, Sir H, Kimber, ang §ip W. Biss v Spveral witnesses

et). In broad outline
(1.) That the net earnings of g railway owned b '

o) Thb: cf:pitalised at, say, 25 yearg’ purchase, y th.e G’OVeangHt shall
) Lhat the amount thyg gpp t sha :
capital in the undert',akilx;lg:);,.e d ab shall be treated ag-

Government

19

£ the linc after the formation of the company
oS 0

(4.) That the neg?a"r(.{:aiclljchetween the Government and the company in
shall be divi he capital of ezch.

1,000,000, per annum :=—- , | .
capital would = be

proportion tot

‘ nment
The assumed Govel

- = 25,000,000

: - | 000

01.%X 25 | _ - ' £.000,
1,'(t)010;'(3'(i)<ed by company (say)

o ‘ . 30,000,000

Total

000,0001. of capital, the net

Aftt;r the expenditure of the additional 5 f g23ths to the Government '

ivi i » proportions o
earnings would be diviled 1ln the prop
and ';ths to the company, thus

3 (;overnment Share. Company’s Share.
£ £
ings of - ' 900,000
7ith net earnings o 1,000,000 o ,
“;300,0005- T 7 (47, on 25,000,000)  (4°/, on 5,000,0007.)
ings of 250,000
ith net earnings © 950,000 | 250,
Wifsjloo,oooz. T 59 SEIE000.0000) (5 7/, on 5,000,000%)
[}

¢t capital and on the
end on the assumed Governmenu cap

The rate of divid O o

‘company’s capital would always be the e has been proposed by Sir W.

Phis scheme, with modigcat]i;);lr; 11)23
3 for ication to the s
gcl)sl;?axfgl zrli(}i)hg;t%gri\r H. Kimber for

, and Central India Railway
a}?;;figgti?)’n to the South Indian

. : isting contract comes to
st period of the exis by which
Railway Company her ;i']: igrits g:)eneral outlines to Ogﬁl“"; Dsile:')l;lvsneg’ by i,
an end in 1910. 1t appfvith regard to some of the ox;r idinoyor ouaranteeing
the Government .tma;%' of the responsibility of either pr =0
; lieve 1tse
gradaally re

t for i on.
it fo considerat
i mmend 1 )
(:apxtal, and we reco

12 & e —

Miles.

- - 3,569

N orth-Western1 T o : i,gg%
Benga - - - . 12
gifitﬁr;nd Rghilkhund - . : 02
Jorhat - =

for development must be incurred on these

i i t its
i ing by the State is not withou

d direct wor];mg for man
eteantage. - Tho commstent ol o the Corermront o s o Sond
disadvantages. oe for the railways in India, ) 2 the

i i them on behalf o

ears has been to arrang anies which work n beh |

groperty, t% be leas;g ﬁtt? sﬁ;‘}ffg basis. There is no disposition on the
Government on a

. . ; Ted
from this policy, which has wor
part of the Govemmillg i(l)lef:f%i? su;c)rest that one or more of the State

satisfactorily. V‘;%n‘zg might be Jeased to companies on the basis above
i

Jines above men

Large capital expenditure

 described. cheme of the kind suggested be adopted, we

hould, however, .any. s
stroigly advise that the é} rorn
at stated times, and on x;a.
the shareholders. In granting

t should retain the right to acquire
overnl;lgn e:plicit terms, . the capital held by
leases of improving properties,:such as

B4
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most Indian railways are, it is obviously desirabl : )
p_rovide itse!f with opporfunities for reo {sing the iofyfélif?;:;q(}%};? n;r‘lent fo
tlme_; bu_t, in order_to make the interests of the COlnpanies aﬁl lrrie to
possible identical with those of the Government, we would o 3 n,eaﬁ y as
a contract should be given for a long period, even up to 50 yGarosmmen that

26. Another scheme has been proposed by i .
Indiun Railway Board, who sugg(?stslfchat, a?;il[r gl :{13 ;(l)ttzfilsca]é?;l zcnz}:‘n‘c l()it‘ the
earnings as in the scheme described above, g portion of th (r;lro 1o net
capital might be transferred to the company for a cash © “overnment
placing the Government in possession of funds which could ]i))a‘_ylrz?l’}t, thus
railway purposcs else“_rhere. Under this scheme {he Governmebtu X lz?d for
outright a portion of its property in the railway to the com oy Sel
sall(_zlsh&uld, 1tn our fOpmlon’ be avoided. Onpe pany. Such a
while the returns from the line wo ' ;
course in the case of Indian railwg;(i’, glgov(slr()ibtéorfl(,)(l.lowang the normal
the State ‘l"ould’hln respect of the share of the capi |t Liprovement,
company, lose the beunefit of this impp : .
found ultimately that the Governn?(;x(l)ze\;lvl:: tpﬁgztziligltllme’ wnc it would bo
vagant rate of interest on the money obtained from, };hpaylng o Oxira
course it might be possible for the (Government to obtaie Compauy. Of
whole or a portion of the line which would be an induc];ma [;réce for the
T?lieland z%;fenate an improving property in perpetuity, hut this ‘?nl o make a

ely. e do not recommend the adoption of this ,scheme 18 by no means

27. As one method of supplyi i :

. . ying the im ¢ ; ,
Iélllways, Sir Ale_xander Henderson, (i%‘ha.irman I(I)lfe dtll(izeGlt‘:gP ]éem: nts 0¥ the
Grompany, expla,meq to us how a Rolling Stock Trust ) eln ra] Railway
¢ ov‘em;)m'ent of Ingia with funds for the - could suPII:lY the

unds being repayable by instalments i . ? , such
at an agreed rate. This method of ind in the meantime carrying interest

: htaining .
was adopted with much advantage by the G?'eﬁog(gl’triir]ééﬁzl;dgg stated,
F mpany

at a time when it had exhausted its capi
] . . tal ‘ .

515.0}11’5 need of rolling stock before further go‘vex’«go‘(’:f:lﬁ?dai)r;d {')(%u.nd itself in
cas; 2;‘ fﬁzei, dqo dou.bt, it might be found to be extremgl alne;l, and in
footin d " railways, however, does not appear to by . The
footing, and we do mot recommend callin id e on the same
Trust, as such a course could : ad of a Rolling Stock
money than direct borrowing. pensive mode of raising

the Government programme, w which cannot be inel i
Ay : » We Would record t) S Included in
of cbtaining capital for railwaves ; '© Opinion that, thig
}20‘1‘1‘)19- tABfa rule a ote roquimar extet - h resuls i
righer rate of int ) . ’ erms whi i
ﬂf% Secretary oF gzgig E)r by the ook ey can be bor(;%v:\;dl either b
will be constructed and worked ; more\over . ) i 1
1s spent on promotion and preliminary axy a cons
secretary, and an office staff g J éXpenses,

d i _
revenues of the line, although 3clhe Iéﬁ:%lzejt.have b
ﬁlne t(;30m(’£>2:ir‘ly consist in receiving the ea,mit:g‘z
ha? haagpenl:(tir&g?ggagﬁ%z: ﬂ;‘e shareholders. Tn 4 number of
, 8 ' i
1I;Jromoterts, and the Government h:: %;;’: cfulﬁlled th, cases it
erms or to take over the ].ines. Ompeu.ed elther tO

* trunk lines should own, as o} o © recommend that as far g

srave objection to it is that, -

" which we have made in pal‘ilgmphS 2

.expressed the opin

" and it is obvious that,
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929. Before passing from the question of the methods by which capital may
be raised, we desire to refer to the suggestion that has been made on move
than one occasion, and was repeated by some of the witnesses, that Indian
railway finance should he kept entirely scparate from the general finances
of the Government of India. This is understood to mcan that the capital
to be provided for railway purposes should be determined solely with
reference to the requircments of the railways, and that the dems.mn should not
be influenced by considerations relating to the general financial position of
the Government of India. This does not appear to us to be practicable.
As long as the money required for railway purposes has to be provided
by or on the credit of the Government, so long must the supply of toney
depend on the Government’s general financial situation af the time. The
Government must of necessity ;rega,.rd its ob}lgzttlontf as a whole, anfl,
in determining to what extent it W{H allow its credit to be pledged in
order to raisc capital for railways, it must take account of its present
and futare requirements for other purposes, and the probable effect of
the increase in its Labilities on its power to meet thqse requirements,
The only way in which the scparation of railway finance from the
general finance of the State could be effected would be to sell all the
State railways, and thus relieve the Governln'ep‘g fromm all hablhtyj in

\ he raising of capital for them. This wqul'd no% b.e ,pOSSlble
for many years, owing to the numcrous contﬁcts existing between the
Government and the working-agencies. It would, more}(:ve_r, in our ‘Op}n‘IO}l,
be an unwise policy, since it would transfe.r te tlae I%uril asyl_n% colmpgpez in
perpetuity a growing source of revenue, mstea‘ ;) a '0\\mbd the . OV(t,Fn_
ment, and through the Government.the taxpaye(l1 ) otelz;]oy af tl}e‘ plog((:r ltoﬁ
of the increasing yield. Bub (.:t;rt.am.of the a vaI.lﬂaoles or the Suoaef.e
enaration would be obtaired if, in accordance with the recommendation
separanion 4 and 25 above, some of the State lines
were transferred to companies raising capital ththo"lt any d'llrecf' ﬁn-{};lflal
aid from the Government, the rl_ght of the Sta e.tc; restultrie t“fl m}e; leg
reserved. Before leaving this subject we W'Ou]ddp%n?l %gth %'acelll?bermilgooa?,
Chamber of Commerce, in their representation date L 20t é p 9 ’

.o ¢ do not recommend the separation ol railway ilnance from
o zrhghizgggl b;dget estimates, because it is realised that for‘som'e‘_ time to
“ come the railways -will not be able to bo;row Oa,‘ll ‘tchey 1etquue on ?ilie
“ security of their net revenues, and that, therefore, grants must necessarily

“ still be looked for from Government.”

conncetion with t

Question 4.—Towards what objects should additional funds be applied ?
u —

o representing particular railways submitted to
30. Severalllioirt}?iil? ;ﬁ?sce;nsigered necessary on their respective systems.
us lists of wor: Sk :t nossible to deal with this quesiion in any detail, aud we
We do not tlulu ! tg' emphasising the principle that the equipment aund
(_3onﬁnc Y "Ees : tine lines should take precedence of the construction of
1mpro_vement Ol tﬁXlivitﬁesses aoreed as to the soundness of this principle,
new lines. All the ot here, however, to refer to the proposal made by
It will be conve dis that a sum of 3,000,000. should be speat in the
the Government of India 909-10, on the formation of a central reserve

vears 1907-08, 1908-09, and 1 s as required. This proposal was dealt

of ﬂ‘:'agontS. ﬁ‘]); 1;1516 331.1?2%221;&%{2;%%, dated 6th June last, in which we
with partia

. , he present year it would be more advantageous
lofn tg:tt{lﬁtnﬁight be yéwai]a.ble to the different railway
to ﬂ_uf_)t any extra légrda,nce with their individual requirerents, rather than
administrations in 2o ds creating & wagon reserve, as suggested Dby the
to apply them towar on of the policy of maintaining such a

Goverament of India. The quost After giving the matter full

. : . o stock, it would not be advisable to divert
are not fally equipped with rolling he Government of a reserve of wagons,

i by © . . :
any funds to tho esmbgilgfiryy railway has been provided with sufficient
: c

§96. -
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equipment, the proposed reserve will be .unnecess~ar3.7. We c'on'syti ,eb it d()zsmabli
that each railway should possess a sufficient stock of wagon}s otI i T (m'm 1(()1 rgx)eed
all its probable requirements, and we deprecate a Measure w ulc 1w (iu _ 3110
to encourage a railway to h.old an madeguate 's‘toclx aqd to rely 0? J‘Lecelv tmtl,
help from outside at any time of pressure. Jl}e mamfzeuanc'e 0 \? (f(?n ra

reserve does not. appear to be favoured by tlie railway magagels: ] (HcOVfJ,
to set up a wagon department of the Goverument of India under . te
management and eontrol of the lew@y.Boar'd would nvolve a i?p.tilfjl e
and executive, as apart_ from the. admmlst_ratlve, branch Qf the_ ailway
Board, an innovation which we consider that it would be unwise to introduce,

Question 5.—Whether the system under which the Railway Board now works is
satisfactory or is capable of improvement ?

31. The evidence which we have collecteq on this question has led us to
the conclusion that the system under which the Railwa

¥ Board has hitherto
been working is not satisfactory, and is capable of improvement.

32. The Railway Board was constituted b

¥ a Resolution of the Government
of India, dated 18th February 1905, of whi

ch the terms were as follows :—-

I' consideration the
recommendations made in hjs Report on th

¢ Administration and
Working of Indian Railways by Mr. Thomas Robertson, C.v.0.,
Special Commissioner for Indian Railivays, with regard to the

constitution of g Railway Board to control the railway system in
India and its extensions, in Place of the Public Works Department,
Railway Branch, of the Government of India.

" “2. The conception of

advocated and considered on various o

Y 1o manage the railways - of

non-essential
- In view of the great

more powerful and efficient
the increasing business,

His Majesty’s Secretary of S

the constitution of a  Railway Board, which,  wii
modification, have now received his sanction.

3. There are two distinct classes of duties wit}, which the new authority
will have to deal. The first is deliberative, anq includes the pre-
paration of the rai

_ lway Programme and the greater questions of
railway policy and finance affecti

decision on such questions must of nec
Government of India. The second class of duties i
live, and includes such matters as {he construction of new lines
by State Agency, the carryin:

the improvement of rajjy
economy and public oy

fome

essity rest with the

the arran ements for th h
traffic, and tie settlement of dis 3 !

the Public Works Department of the

Wil be abolished, and the control of the

2 18 hereby entrusted to a Railway Boarq

: 20n8—a Chairman and twe Members, Tn

- the Chairman of the B i 1 d the genera) control of it
: ''Way Board, and the

act on his own responsibility, subjectyto the .conﬁfmatio?lovggrtlfg

tion were
of independent senon W

ng all lines. The ultimate -

an Gon WAS'
¢ for through trafic, esolution
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. 3 elegzate to the
, ard are also authorised to delegat
Board. The ,’le“’c’ii B{;L;;gd;;;ér of settling questions which n\iag
. - 1 Member ¢ h i Ny ‘ regorde
Chairman f;}va ?ggx‘ of inspection, such dg{;;s‘on to be
-»' al i 1 il {lI’ »
1?1153‘0 {g;nth; as an act of the Rz‘tli“ ay BZ Secretary and such
RO q , Y‘erd will be I)XO&:IC}Qd wit. aq;‘,u%r Tho sonduat
“5. The Rﬁff};‘a} t as may be considered nec:e}ss{f h}értio addressed to
establishment a: Al_correspondence hitherto add Branch
s ir business. X tinent, Railway ranch,
of thdir hus Public Works Departuent, R Traffic and
otar ublie T s of Railway Traffic and
the Sceretary, ! nd to the Directors of 1 retary to the
' of India, a -essed to the Secretary to t
Government of Inc future be addresse _ e fed
ion, will In tuture be s ies intereste
OO“*tmetmn"X . Communieations from })ﬂg%c; 3}03 Board, either
Railway Boa-: stions should also be addéessecmned
y ey 10 WAL ue g v P COon ¥ v
z? i)i?i?'};}gousg’u the Local Gov e;uime;; oxders which the Raihvay
direet or PTats . ire that a ‘ oo
) mt of India desire s of the Govern-
¢§. The Governmens quha,ll be accepted as the (zr(ir?qﬁn@ the Railway
Board may 1ssué ¢ rate orders will issue Investing -General in
ment of India. Sepa the functions -of the Governo

in of 90), as snon
Board with _eertain of Railways Act (IX. of 1890}, as sn

fan arvied  out, The
Couneil under the I%ggfslaﬁ‘m has been caryied
1S

° i Le policy desired
as the .gectssg r:;ctino- in accordance ;ut;t;l et . EE‘& Y e
)'esp(msiblhty 0 - 0?’ India rests with

rern
by the Gov

i d-quarters
advisers. ¢ tho Railvay Board will }3? z»};} the head-g
“ 7. The head-quarters 0 of the Government of India.

for the tie B8 he Government of India large specific powers
the

s 01 ; d,
By subscquent Orders Oi{elegﬂ’t‘)d to the Railway Boar

' ary 1905 that the
- ihe Resolution da‘,ted‘ 18%; (}E‘g;;i ;lr}w 1900 that the
3. T cloor DO o Tndi o consttuting tho Board was o exfablish
Qbiéﬁ’t of the Gomfg ?‘fiigose of business with t’{ﬁ; o ywitnesses whom we bave
# « llou &
a body which s

hich it supersedfai.ous in oxpressing the opinion that

W vl ) .
than the Department .. practically unanl d that for various reasons the
examined are, however, ierfecﬂy attained, a0 w, becn regarded with some
v » o
N ¢ been imp to now,
this object lLa

's work has, B lic. We attribute this
resuls, of tho Boords W'Gdtqs};raﬂ)}le portion of the publi

nsi
disappointment by 8 €0

: i ind by the
s : ; in the public mind
disappointment 10 four ca tations raised in the P

cessive B Rai d d and th
(1) Thiag;;;}:;?avnet of %t)he Railway Boar tice between the Board and the
es

4 prﬁc

dia.
ent of In
Governm " scheme 0

ts in the s the Board to m
(3.) Defects 0, given by itways. .
(4 the ;ﬁg’;ﬁﬁgy individual raxzwd :Yits duties were divided, as will be
e ' futea,

st : ragraph, into two
han the Board was ‘Sgti in the preged:fg tiggs §n gvhich it was
L) wh e Resolution 3 o consideration o 4 est with the Government
The first included ; st of ;:gecessgy r a very large number of
GL‘.:&SSQ& 1 u}ﬁl}&&te decls‘gegoribea as inclu lpgé w ould be “aun authgmty
said that t’i‘ie second m;,'{;ng with which the iﬁters enumerated g
gf Indza.t matters, in deall Y India .T Gb State agency, the carrying
1m€?§anthe Governmenii;’n of new lin vamé‘ﬁt of railway management
outside the onstruc Lo, the Imp .
follows :—‘the ¢

. s the arrangements
open lines, blic convenience, A 7 We
« gut of new Wﬂﬂ:ﬁ ;}n ecgnomy ?ﬁegg of disputes beigeeigggwegineously
# with reg&rd bot he settle Publ}s%led;n Otre ix?depend@ﬁt powers
J c 3 Depart-
, en the R as to enjoy mu Public Works Depa
believe thst% ‘;’g; new body {_g ’gseen possessedt gishfmge in administeation
inferre;il b f; hick had hﬂ:};eif India, a0d thf;h matters a8 the construotion
thaﬂ t 08¢ K G()Vémmeu ress in su
ment of the -

) itution. ,
¢ the Board’s 02‘;:2;?:,;&0%1 should be left to

seen from th

. o oub of new works on open
1d thus secure TOrC rang "jﬁm carrying ow
wou ; , Qtate ageneds L
of new lines by .

e
lives. - :
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As a wmatler of fact it was impossible th'at the chan%? 1oft ?dmflﬁ;e.
stration, unless carried %o the extent of crez;@ng a 1310divl abso u“o gcable
from thic control of the Gover_nment of India, a ~who yd 11111131&(: cable

sure, could confer on the Railway Boar@ greater 1nflean ence .‘13‘1 \
onic red by the authority previously responsible for railway admxmstxa{?mn.
eT%ljaOt) authgrity was a member of the COuncil_ of the G?Yer‘noife]gm;all’.a%srﬁf—%
by a Secretary and a staff of officers collectively known as e]d u )‘m Wo \;
Secretariat. In many matters the Member of Council Cf)u : tljsu((}} order
whichk were expressed as being, an(.l _had the forcc' of, ordms g} ; 1613 ,oxim%
ment of India. In matters requiring the sanction of th‘e overnmen 10
India as a whole, he, being a mf;mbgr ol the (ujrov‘c:rnmgnt ‘)_f Inc\ha, was 1}1 tt 1‘;
best possible position for obtaining it. A bpuy outsule: the Governmen 01
India,” whose proposals on mportant questions arc subject to 113110, approva
of that Government, cannot possibly be more mc?ep.gndent than. the authority
just described. Its action must necessarily be limited by precisely the same

considerations of financial and general policy as limited the action of the
Public Works Department in- railway matters.

(2.) When the Railway Board commu_nicates with t_he Governmont ‘of
India on matters which it cannot settle on its own authority, lt_addresses t'ue
Department of Commerce and Industry, According to the ordinary practice
in the Departments of the Government of India, lettel.'s from outside qu;es
are first considered by various members of the Secretariat, and then submitted
to the Member in charge of the Departmel}t, unless they relate to matters Qf
mere routine, which may be disposed of by the Secretary or one of his
subordinates. Notes writien by members of the Secretariat arve submitted
to the Member together with the original communication, The question at
issue is either decided by the Member in charge of the Departmont or Jaid
hefore the Governor-General, who may sul

mit it to the Executive Council,
The decision is communicated to the outside body in a letter signed by a

member of the Secretariat. This procedure is, in our opinion, not in all

cases an appropriate one for dealing with communications between the
Railway Board and the Government of Tudia,

Various suggestions have been made for a reform of procedure :—

(1) It has been suggested that the Chairman of the Board should be
made a Member of the Governor-General’s Couneil, If this were

" done, he would uecessarily be required to take a responsible part
in the general business of the Government, and to oceupy himself
with work quite foreign to that which he was specially qualified
and appointed to perform. The administration of the Indian

" Railway system offers a sufficiently wide field of action to demand
his undivided attention ang energy, and it is highly undesirable
that extraneous duties should be imposed upon him, A further
objection lies in the fact that the Board exercises wide administrative
powers, and that appeals against its action must hecessarily be made
to the Government of Ingi, This makes it obviously unsuitable

that the Chairman of the Board should be a Member of the
Government of Indiy.

! he suggestion, therefore, does mnot
commend ifself to us, We think that the arrangement by which
the Member. for Commerce and Industry takes charge of the
railway business brought before the Couneil may well be
maintained.

(ii) Another suggestion put forward is that the Secretafy to the Railway
Board should be appointed Secretary to the Government of Indis
for railway business, and th

ay k at he gho
communication of the orde

uld be the channe] for the
L ] rs of the @
An 0bv1ous§ objection to thig

is consid d t .
- the Chairman of the Sidered that under this
association with the Go
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J il taking charge of railway
subumit direct €0 the Meiﬂ}bel tiofa gg}?@ﬁ?iﬁ?ﬁﬁ (b}overzijor{}eﬁerai in
business any cases r‘“"*“’?’”’%rdéz~.«, direet, The intervention of a
Council, 1,"’(‘3&3: l‘—!é%nt}tl!?;e}}oxrd and the Member of Cogn}gli 1({
Secretarias b% ra business would be rvewoved, and the ) 0?;"(1
charge of ral; “‘,3132311 would be brought into immediate touc 53:}_;5
through its C Mn?t r careful consideration we ave uu@ble tzf; x;;a
the Member. Af ?}ﬂs saggestion, We do ‘not t«hmkﬁ' g t_:m
the fldOP{"}oI; D(}hail'man of the Board, who is an administra IV(:
position of © 1ed of large powers of independent au:i:mnji,?i IS, (i{v}rl;i‘
officer 9958988‘;3) ¢ of ansecretziry to the Government. X Ol‘é’; o,
patible with & " ly stated, we consider that the Chairman 0’ K
as we have ali ez;( %:n i seop’ti for his encegies in the administe %Fllofl
Roard S}H}H.ld fine dwa systeﬂh and that it would be undesirable
of the I: dggi (%({}u ;‘;1}?' portion of his time to seeretarial work.
for him to dev

. ion of any of the
however, we are uusble to recommend the adaptio y
While, however, W

+f opini hat a considerable
. are of opmlon t A
ale Nt i}ed 3b0V89 we : N . - 2 b ‘Vi]li?h th(g
thmﬂ,&mpoitdiz gﬁg‘?fw’ avd I Pazsitée’ o (iifx?n’grf? egxifz; hgve hitherto
improvemen . Board with the Govercme ition hold by the
i tailway Boar responsible position he ¥
relations of the ] ; 'd to the respon wn ,
; aving regare srience which its members
been regulated. Having knowledge and experie ol
- he special kno he (3overnment of India sbou
Board, and to b s g general rule, the G d in technical
) think that, as 3 gep ho action of the Board in tee i
possess, we s as possible with tho ¢ f importance, when such
inferfere as little 28 po 3, and that, in matters of imp 2 ted
ors of detail, and Paa, e Board should ha treated,
matters and matlers o the opinions of the Board Chaitmar,
. : avoidable, ¢ ial considerstion. The Chairma
interference is un i form, with speaial consic : overnment
both i subslt;&nge ;}?;do;gaeet };Ossible communication with the G
ghould also be in o

\ L bhie e ¢ cousider 1— . ) -
of [udia, For s Ie“S;:; :;;iuks it necessary or desirable t;) bru';g ai ;;;{Wig
(1.} That, Wmueverb fore the Member in charge of rai fwzzy }g;or:;nfium
case directiy betor ht to do so, cither by means of a me pduma
should have the'r;%ed diréet to the Member, or at t;bipelso 2
m‘c o (:}?Hﬁgﬁﬁm method he Ui)HSidfr Stége(}%g;?:;l Ge;;ml at
interview, ight of access to or- v
@ Thz;t thg st?ggsd ;ﬁi&zﬁ”ﬁwna Council when required to do so
state ,

by the Government of Tudia.

We also think :— . fie Railway Board should be overruled,
" (8) That no r@coi?megéﬁgoftgdf zol it, without the 1~naﬁt§r havring been
T ‘auyi {g?i)uaht to the notice of the ,Govemm»e fnzlzzﬁ;ptional
G yirnme%t of Iudia should not, unless é’l v efci«:e by the
(4.) That the Gove s, interfare with the independen efi e gfdera
cxr(‘:umstaélgsr& of the powers delegated to it under s
flzﬁg?g@d at the g{n g of %Eﬂgﬁ%ig%rect communication with any
; € i< N . .

{5.) That thetBoa;(ti s}:gn%he &(V}overnmenﬁ of India, or with any Loeal

Departroe : .

Government. ~ der the arrangement ﬁropc:)sed, the
id that, even.under the > » but we do
i maﬁdpe&%agf;ﬁlgesy an auéhority ?utsxdéa g!ﬁe g}%‘t’fii{hl;%e‘;}%&cg‘;&“; the
Board would s bjection. In view of th : hing® like
ol sulay. ien of Todn vl o caral vaue of womeiling ke
whole ral ) . tv of the Gover 5 LA, % s _
3 the property : involved in the administration
200,000,000, is & d wilitary questions are inv 6 ad. ¢ i
3 nio, ARG NURLATY § vights and obligations o e
political, econo and tbat the important rig 't which it has entrustod
of that system, lation to the vavious agencies {o W formal contracts. it
Goverpmont i e ber of its lines are governed by form ) :
i : : isi £ large questions can
the working of a num the wltimate decision o : g
is manifestly MPOSE bi:nf')}’h?uthority * gutside i’-}}e' Goveilﬂm:ﬁatgg’rgziﬁzeg
ever bo delogated Onments whick directly administer the > ont of Indis.”
Even the Lw&lﬁﬁgis sense authorities  outside the vae:(? e extont
o éngxagze;ge;w we propose, the Railway Board will be
and oy U Yovernment.
the position of a Lacal Gove o3
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(3.) The Board, as originally and at present constituted, consists of three
members, a Chairman and two others. In the Chairman is vested the general
contrel of all questions committed to the Board ; he is held to Le individually
answerable to the Government for the acts of the Board; and he has the
power to act on his own responsibility, hut only subject to the confirmation
of the Board as a whole. The Board may delegate to the Chairman or a
member the power of settling questions which may arise on auny tour of
inspection, such decision to be recorded subsequently as an act of the Board.
Apart from these special provisions, each member of the Board has an equal
voice in its decisions, and it is ohvious that these decisions must either he
agreed upon by all three members or represent the opinion of ‘two of them.
It is doubtless usually the case that agreement is secured among the
members, but it must sometimes happen that one member dissents from the
view taken by his colleagues, The dissentient member, even though he may
be the Chairman, must cither defer to the opinion of the others or submit {0
be cverruled by them. Tt is evident that in these circumstances the
authority and responsibility of the Chairman are nugatory. We apprebend
~ that the system deseribed cannot be conducive fo either efficiency or

rapidity of action, and we learn from-ap exiract from arecent letter from the
Government of India which has heen- laid before us that its disudvantages'
have become apparent in the practical working of the Board, The
Governiment remark.: “The experience which has now been acquired of
“ the working of the Railway Board points clearly to the desirability of
* conferring upon the Chairman the power to overrule his collcagues in
‘ cases where he is unable to accept their views. We are convinch that
¢ this rower, if confer}'ed, would do wmuch to promote smooih working, and
“ would materially facilitate the despateh of business.” °

We are strongly of opinion t.hat the power and responsibility of the
Board S]_l(ilﬂ'd be concentrated in one man, and we recommend that
the constitution of. the Board should be a President, whose decisions on the
questions with which the Board is empowered by the Government to deal
) shquld be absolut‘e, and two members, whose position should be that of

assistants and advisers of the President, Tt is desirable that ope of the two
members should have lad wide experience in railway construction and
the other in the maragement of railway traffic, anq possibly, as railway
business increases in India, it

: may be found desirable to strengthen the
Board by adding other members with special qualifi wtions to deal with

particular br.anches- of tl_)e business. In the &vent of the two members of
the Board disagreeing with the decision of the President, they should be
given the right to represent t Governmont of

: to their views in Writing to the
India. We anticipate that, if the constitution of the Board is
usiness will be conducted with

in the manner suggestéd, the b much
gg&(}iatﬁr tcelenty a}:ld c{ﬁcie{pcy thlan under the present system. We would
a 1at we consider it of much im ortance that the Bog ¥

thoroughiy adequate and effici > ore o should have o

(4.) Evidence given by some of the officers concerned with nace-
ment ‘of particular railways in India tends to show that thgh%;:?dn aﬁ:s
voeupied itself more closely than would appear to be either necessary op
desirable with details of the management of individua] railways y

The Board has made g Practice o i :
tion of the railways-and makin
with details of the working, &ec

administrative work of the
T adquarters. It is pot improbable that the
of l)ustl.ness (ﬁrwhlch some of the witnesseg complained
practice. ¢ are of opinjon that the ty functi
of the Board should .be to carry on gt headquarters the gene;::; lﬁggfg

connected with the administration of :
the inspection of indivigua) ran’; e ooindian Railway system, and that

i ays should, 1 |
appointed by the Boargi‘ for than;y duty, &:as 3(:‘;3; b§u1:sfg:iog) ‘(o)}fi(t}e]s:
gmy‘sometxr?gs, In special Circumstances, he desirable for the Board | tlo
epue one of its mempers to ‘nvestigate a particulay question on the spot

are partly due to this

changed

. .nO‘
" in the previous year. Assuming

© 100 lakhs for 190809, and the

" for 190809 would have

~ the railway which has
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if ever, be necessary for the Board ??[ adfvhole to leave
ey ih Government of India.

h should be gﬁ?ﬁ(ﬁﬁ'd, in exercising its 9ontr01 over
! the principle of -leaving a wide

but it should seldolng;}
i narters, whi
s I%%731?qwould recommend tha b on
ailw system, should ac f the different railway systems, so
’(cll}e 1%101‘1‘ t:g the managers and A]%.ents OIt was brought to our notice that,
1scre . » ine. HA
details of workiig d the mavager of each of
far as rogards all (et titution of the DBoard th v the coal and
Whereflxs beg)::te tﬁl;grlggj lines had dpoﬁver t€b g:§;1§L&1i§O; ofv‘:r czmd mnd
the three WState- : thie Board has withdrawn th ,
i uired, thie ‘e of this description for use on the
slocpers which Be reqt acts for supplies of this descrip ' 1
: the Board shou
itself entered into contrac 'se necessary that ‘ .
gc::te lines. While 1t 18 x?]f (i}(?ué:zsira.ble thet. oxeept for very speciil

i vis] e th i s of detail such
exercice supeIt “t undertake to deal with matteli’ 0 warked by
reasons, it should no T the case especially of lines :

as we have menmoned-ld be the business of the Board, acting through

i ile i 1 i re maintained
companles»,whlle ét 21111(3117 officers, to .see that 'tl‘;? ngrsltfa,cts are. Tully
its inspectlngmﬁmer and that the provisions a(()ltv g a1{3)100 That the reeponst.
in a proper I 1l oti ects it appears

other resp

i ith, i i be left in the hands
complied with, 10 2 rorking of the lines should be i > s
bﬂitg’ for theneigi c’;ﬁ ‘t‘l?:i];“kgent& From this point of view we ha
of the compa i

" S has already
.oh much satisfaction that the Secretary of State ha
learned with m ;

. S e lelegation

- bolition of the Consulting Engm:fflsin‘g;‘;eggzn‘te aaction.

sanctione% ,tf“hea;‘ Companies™ 0 ]arga;’} poy‘:ﬁ;fes‘ses suggested that the
aLlw 1e SUgs' .

}f‘)heth:vi dence given by severaé c%fnt.rol over the companies through the

N vernmen . : f business and
system of %Xw'clse::rgs' f?gquently caused delay in the disp osal 0
Consulting Engin

SR ..
dissatisfaction in other respect

expressed themselves. strongly as to the dis-

‘34, Many of the witnesses s the ““lapse ” of that portion of a grant for

“advantages of what is knowgh?ch ot actually spent within the year to

expenditure on s WV M point, how e o0 b

which the grant r tion. Let it be supposed that a g - 1907-08.  of
ood deal of migconception. articular railway for the yeaxr. . o1

%f rupeeg ]]Skimzﬁefoi-o pir(ﬁlase of new rolllng.es({oictlli. m(;]\l\l;?;chtl(; evﬁll?:ns

which 20 -lakhs th of time often occup? P .
3 d to the leng , although the orders for its con-

g;iggs ’isa:ctive, it may haPpena :1113307308,05%6 stook is not delivered, and

i i ithin the year, 08-09. In that case the
struction are gLYER W oL for, until the year 19 .. ‘ [
th@refolée2 gal‘;g?l‘; E)Br Iz;(liin; s,tock is commonly supposed to lapse, because
grant o

! ing the remainder
] the year is only 80 lakhs (supposing ° v
the actual eXP_endltuI;Ge ﬁ(;irthin ghe year). As the stock ha,sL geinth(-); élegz(i, ig
of the grant is spent ' d for in 1908-09, and the a}lotlnen h". b eg made
must of course be pz‘u ent which in ordinary course would ewci e\l °
thus charged with a paym that in the autumn 1(()1{1 11? 07-{0938t 18!5 tgnri%zt
100 lakhs for -

. ~ ied for an allotment of lakl
of the rmlwaythg%;pgggture for that year,—when 1161;8\;1-138 tj}:&l«? Onoz 'blz
hiﬁ'cﬁn‘f;"eﬁ{’ﬁs ordill)lafy course have beelll ;ggr;; ;ﬁ’otment of 120 instead of
:;e;ft until 1808-09, he would af}?)xéggngtg)gn}tr of India, if its finances admitted,
In the event of its allotting only 10J lakhs, the

lakhs. is *“ lapse” of 20 lakhs, but this by
would allot the 120 hat he had lost his ““lapse” o ’ :
Manager V;Oﬁgg%%fgmgse‘ thg resources of the Goyernment of India Yor
no means I0 s

7-08, and the
. : mount of the lapses for 1907-08,
1908-09 Are mcrea,sefi:) }éhgl‘leyza.r the more is the Goverdn;t;lirzt ; l?:leraltl?
greater the laPSeS_ but for the lapses, it is to be presumed the ; gﬁ :
allot for the nexti b1 fallen short of 100 la'lzii]ll. 'If} bee bfl?:ougi tll(:;
- that they have lost their lapses t 2h 1l
observad by corthn 'vzltl?::isr‘i; been placed at the disposal of other rgllwi};:
amounts short S%Q?hém but this again works out in the.sacrln{a wlagd 8‘%? s
which could s'9‘3;119()‘4’—01'3,g‘oe.s to reduce the amount required in S05-09 t)c;
money spent-in as spent it. The whole arrangement wgé' s bac o
i tal principle that the Government of India provides asmuc
the fundamental p C 4



28

money in cach year as it possibly can, all things considered, for expenditure
on railways, and distributes that money in the way which it conceives to be
most advantageous for the country as a whole.

We may mention that some years azo thé rules governing the financial
relations between the Sceretary of State and the Government of Indin wore
specially relaxed for the express purpose of faciiitating the regrant of
portions of the amount allotted for capital expenditure in any year, when it
is found at the last moment, after the Budoot arrangements of the coming
year have been approved by the Sceretary of State, thai the amount allotted
in the expiring year hasnot been fully spent.  In this event the (fovernment
of India have standing authority, subject to cortain preseribed conditions, to
add the unspent amount, up to a maximum of 50 lakhs, to the grants already
sanctioned by the Seerctary of State for inclusion in the Budv:et of the
coming vear. Beyond the maximum of 30 lakhs tlw‘Sccretary “of State’s
sanction is required t) any alteration of the Budget arrangements which he
has approved; but we have no reasen to helieve that this sanction would
ever he refused unless the general financial position had deteriorated since
approval was given to the Budget arrangements, A refusai on other
grounds would be a departurs from the principle deseribed ahove by which
the State expenditure on railways is regulated, "

33. We have given careful consideration to notes by the Tlonourable
Mr. Tinlay, Member for Commeres and Industry on the (j(/\m'lci]‘of the
Governor-General, and the Ionouralle Mp. Baker lFiln‘m‘ci'\l Melnl;t’l:
of the Council, suggesting methods by which the la ’\'(} (,f( n’-‘ {s may he
obviated. ’ S Brans may be

The essential feature of My, Pinla
the portion for new lines) should he
befere the commencement of the ye
twelve months earlier; that is to say, the v g e o :
19G9-10 should be allotted in M'zwch"i‘)()%d"B ihe grants fo expcu(lltur?‘ o

; . 3 2U3 nsteal of in March 1909. 'This
would enable the diffcrent rallway administrations so to arrance their orders
for rolling stock and other stores as to ensure t-haf: the : hm\_iet <l(f”- 'lchmﬁ
should fall within the year in which the grant for tl ‘pa%ffn(,n 5 for viP
- was originally made. 8 1C neeessary provision

The proposal would certainly effect tho
-large extent the lapses that now take pl
important financial question. Mr. ¢ . . . ;
thg) Secretary of Sta%e to undertakel lzll]kfbilll ec(?ainllfcfs tlllat 1t w.oul(; comrlflllt'
1908, to raise the greater part of the money 3 Wir ed.o(;-e 12nd, viz., m'MSfc !
31st March 1910, but he considers ¢ o required during the vear ending

l t i 11 - I 3
He argues that at present the Sccretur;zaoftgg . (Posmon should be aceepted.

an expenditure of 15 crores of rupees in the
programme, is practically committed to an ex
and that his proposal does not, therefore o
principle. ' ’

We regret that, while ful] .appreciatine . ,
his proposal. It appears to us that it would be v, 1 a opdlor:; fol'
the Secrefary of State to pledge himself ahsolute] o Tprovent 19
raise the large sums of money which the T oy g0 far alhiad to
demands aunnually. 1In 1

¥ proposal is that the grants (except
allotted, not, as at present, immediately

desired result of preventing to a
ace. It raises, however, a very

I sanetioning provisionally
sccond year of a triennial
expenditure of, say, 12 crores,
Tequire the aceeptance of any new

dian railway system now
i ' normal  conditions we hope Y o
provision of 12,500,000, per annum op the lia,bilit;roq)bf ?ll;:at Sfi;(;;e a{:fﬁﬁ}aﬁ

we have recommended, may be .
o . malntained, but we o
> stances o g . > we 1ccognises that
‘;’eﬂ;’ﬁo; chb thilsn’;éigunt;ccui I any year which would ncgessitate a
would make itself ap) aren..t twtglirs Veryql: nlikely that any such emergency
! >Ive mon o i e
3 O more in advance, and if, when

it arose, the Secretary of State wyg i :

.7 : 8 committed to great worl

to raise any particular sum for thejy constructiongfgt nv;\;ol_l'l\ts f;m(il lf_ompel.le_ed
a position of embarrassment, 7|q fina; : gt fnd himself in

the.past year furnish a lesson that Shouldn;?t}'\?ng:ilzgsegf the world during
: o ‘

LN

ar in which they are 10 he spent, hut -
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36. In view of the objection to Mr. Finlay’s proposal arising from the
impossibility of at any time anticipating what the financial position will be
twelve to eighteen months later, Mr. Baker proposes an alternative scheme.
He suggests— _

(1.) That the amount to be expended in each year (called the programme

grant.for the year) be fixed.

(2.) That a resqrve fund of 5,000,000.. be formed, without delay, by

" increased -borrowing if possible, but if not, by accumulating so
much of the moiety of the profits on coinage that is available for
makin:g p 'the programme grant of the year as is not required
for that purpose, together with the whole or a part of any excess
of the actual revenue surplus of the .year over the estimated
surphes.

. (3.) That this- reserve be drawn upon to make up the programme grant
in yeaps in which the funds that can be provided by the Secretary
of State fall short of that grant.

If it were found possible to bujld up and maintain a considerable balance
at the credit of the proposed reserve fund, this scheme would no doubt have
the result of ensuring a regular allotment of money year by year for
railway purposes; but in existing conditions, when by fully utilising the
funds available from all sources it is difficult to meet the pressing require-
ments of the railway system, it is impracticable to create such a reserve
fund as Mr. Baker proposes. To do so would be to set aside money
-urgently needed for immediate expenditure in order to form a tund for
use -in future eventualities, and this course appears to us to be one

" which it would be very difficult to justify. Mr. Baker’s idea might,

however, fo some extent be carrie_d out when market conditions permit
of unusually large loans being raised on favourable terms, as suggested
by Lord Rothschild and Mr. Alexander Wallace.

87. In connection with our enquiry into the system under which the
Railway Board works, our attention has been directed, as desired by the
Secretary of State, to several _cases in which expendl’gure Iargely in
excess -of the amount of the orlgmal est}ma,tgs ha§ been incurred on the
construction of railways in India. While it will probably never he

possible” to secure ‘complete accuracy in estimates of 'the cost of a railway
in}fﬁndia, we are of opinion that the actual expenditure should approxi-

mate jnogg.. closely. to. the estimated cost tban was the case with the
railways brrod o, 4nd we .recommend that the Railway Board should

o be instructed to give consideration to this question. With regard to the

excegses in contiection with the extension of the Bengal-Nagpur Railway,
there appears to have beenfgreat laxity on the part of the audit officers;
we observe, however, that the Secrefary of State has already -addressed the

Government of India on thispoint.. K o

. « &y .
¢ Ty -
- 88. Our main conclusions and recommendations may now be summarised
‘ A
as follows :— :

- Question. T - v of the Tndian rail N b ' .
‘ & that the equipment of the Indian railways has been unequa
WQiﬁfgg tffll?e requ?renpients of trade in the last two or three years .
) i (paragraph 10), and we recommend that the allotments for
rfﬂmy construction and equipment should be increased beyond

those of recent years (paragraph 19).

TION 2. . . :
QFESWO are unable o assign a definite limit to the amount that could be
(i.) :em aperatively devoted to the development and expansion of the

:an 78l system (paragraph 12).

) WIIL%ISQ{;?K;{ tﬁe prudgnt policy for the Government to adopt is
(il.) l: fix geriodically a standard of annual expenditure (paragraph 13).
e Weo' think that for some years to come the effective limit of the
(isi.) amount to be spent in.any year will be the amount.that can be

provided (paragra] 14‘

596.
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(iv.) We think that it would not he imprudent for the Secretary of State
to contemplate raising in London in normal years 9,000,000
making, with 5,000,000/. usually obtainable in India a total
provision of 14,000,000, for all capital purposes, of \;Vhi(‘h all
but about 1.500,0002. will he available for capital outlay on

__railways (paragraphs 15 to 17). ¥

) e o ritmay ottty ia e of annval expen.
1 ‘ development in India be
for the present, fixed at 12,500,0007., equal to 100,000,0007, 1y th.
next eight ycars (paragraph 17). T e

QUESTION 3.

(1) We recommend that tle portion of the above-mentioneg
'12,500,000./. per annum which will be obtaine(flg?ledE?]lg?angf
s};a(lil ge rtals(-'d bty t}l{le isslue of ordinary India stock and by the isqué
of debenture stock and share capital : ' i
( )‘ S v P by guamnteed companies
ii.) With regard to short-term debenture bonds issued
companies, we consider that it is desirable to :11}())5irdgzlxl(?(1{?r?:eig
F@hb(;lb) ’no“ existing, and to discharge them as opportuniﬁy' arises
(iii.) We think that, in view of the profit to be derived i ing i
railways and _the direct nndpimmediate benefit fz:gr?;‘;rﬁ'zgs?)ﬁctll]g
country ]oy railway extension, and having regard 1o the irriportanc
of checking the growth of the externsl debt, it would he a(iva -
tageous were the Government to endeavour to realize a la or
annual surplus than has bheen customary, to supplement th z)ger
resources available for capital expendifure on railways fto oy
also be found possible to raise larger rupee loans than it)lrn;s hithmi
been usual to place on the Indian market, and we snggest th g T
course of time, when the gold standard reserve hag reache?l’ n
amount bey_ond which it may be considered unnecessary to o,
the whole of the profit derived from coinage might with ady;fa, tgo,
. be utilized for expenditure on railways (paragraph 23) e
(iv.) We recommend for consideration, as a means of inére
total annual capital expenditure on railways beyond t
12,500,0007. to be provided by or d '
Zchem(elz under which the capital
ependent on Government capital 1 i i
Government intervention or assiIs)tance I(lggragia;ﬁlg;})led without
(v.) We suggest that one or more of the State.linos worked di
the Government of India sh ) nfancetly b
' . ould be leased to companies formed
(vi) Wo aduise that the megrah 20). o ght &
V1. vise tha e Go i ioht
at stated times, and Vszn%l;:ciﬁ s;ll(l)(llﬂgxr;lt?c]ilz igfmmg:; t'(l)' et the
working of which may be placed in the hands of ssach'}éoxgl iy
but we recommend that the contracts with the companie, pimlels,
be for a long period, even up to 50 years (ibid). paies should

asing the
) he sum of
on the credit of the State, a

requirements of lines now

QUESTION 4.

(i.) We recommend that the equipment and iy
. ; n isti
lines shoul(‘l take precedence of the constpﬁ?crt(i}(?;lenotfoxfleemsl?mg

) We do ot ihink it ad C

(ii. e do not think it advisable to establis]
as proposed by the Governmen, of ;;tlliz c(ggz'toll?.l roservg of wagons,

QUESTION b,
We are of opinion that the system under whick, - ;
. ! ch th
works is not satisfactory (paragraph 31), and we t%inke (?::;g:ay I33§grd‘)now
(i) That, as a general rule, the Government r (2)—

- - f I ] ‘ | i
as little as possﬂ)le’ with the action o(;f thgdlﬁo;i}((l) ullrtli ;::Jtl?;figﬁ
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‘matters and matters of detail, and that, in matters of importance,
when such interference is unavoidable, the opinions of the Board
should be treated, both in substance and in form, with special
consideration.

(ii.) That the Board should be brought into closer connection with the
Government of India— , _
(@) by giving ‘the Chaivman of the Board the right to submit
a memorandum direct to the Member of Conncil in charge
. of railway business, and to claim a personal interview with
him ¢

(%) by giving the Chairman the right of access to the Governor-
General at stated times, and of attendance at the Counecil
when his presence there is required by the Government

of India.

(iii.) That no recommendation of the Board should. be overruled, nor
any blame imputed to if, without the matter having been
previously brought to the notice of the Governor-General. *

(iv.) That the Government of India should not, unless in very exceptional
circumstances, interfcre with the independent exercise by the
Railway Board of the powers specially delegated to it.

(v.) That the Railway Board should be allowed to communicate direct

' with any Department of the Government of India, or with
any Local Government.

‘We recommend further {paragraph 33 (3))—

. (vi.) That the constitution of the Board should be modified, and that it
should consist of a President and two members, one experienced ix
railway construction and the other in railway traffic, whose position
should be that of assistants and advisers of the President.

(vii.) That the President’s decision on questions with which the Board is
' empowered to deal should be absoluse, but that the two members,
in the event of their disagrecing with the President, should have
the right,of representing their views in writing to the Government
of India.
© (viil.) That the Board should have a thoroughly adequate and efficient
office and headquarters staff. ' '

Lastly, we recommend (paragraph 33 (4))-—
(ix.) That-the Board should refrain from occupying itself with matters of
~detdtl fn_connection with the management of individual railways,
- gnd. .should confine itself, as far as possible, to the general
“gupervision and administration of the railway system.

On certain points which have come .be_fore us in the course of our
enquiry, but which do not fall strictly within the'terms of the questions
put to us, we have made the following recommendations :—

(1.) That the attention of the Rdilway Board should be drawn to the

question of the possibility of improving the working of the
existing rolling stock on Indian railways (paragraph 10).

(2.) That, when possible, advantage should be taken of periods of eaSy
' money to raise funds in excess of immediate requirements

(paragraph 22). |
(3.) That as far as possible trunk lines should own, as well as-construct
and work, all branch lines {paragraph 28). .
(4.) That the Railway Board should be instructed to'give consideration
to the question of ensuring closer correspondence between the
- estimated and the actual eost q.f;, railway construction than was
shown by several cases brought to our notice (paragrapﬁ 37).
D2 : . i
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89. We desire, in conclusion, to acknowledge the value of the information
and suggestions that bave been placed before us in the. cvidence which we
have taken, and in the memoranda which have been submitted for -our
consideration.  "We would draw special attention to the inst,i'u(:fivle series of

tables prepared by Mr. Badoek, the Accountant-General of the India

Office, which contain in effect a history of Indiab railway finance since 1886
. Wf_) have also to express our sense of the advantage that we have enjoyed
in having as our Secretary Mr. W. Stantiall, of the India Office, whose zeal
113 r 3 o 1 d - ¢ 1 N ’ .
ability, and exceptioral knowledge of the subjeet have been of the ereatest
o t . ]
assistance to us. .

(Signed) JAS. L. MACKAY (Chairman).
W. R. LAWRENCE.
FELIX O, SCHUSTER.
D. BARBOUR.
LIONEL ABRAHAMS.
W. SranrraLn, .
Secrelary.
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InTERIM REPORT OF THE CoMMITTEE oN INDIAN Rarnway FiNaNce, &e.
(Submitted in June 1907.)

The Committee have considered the letter from the Government of India,
No. 28 (Railway), dated 25th April 1907, proposing the formation of a

-central reserve of wagons for use on railways in India, which has been

referred to them by the Secretary of State for India. In view of the
urgency attached to the matter by the Government of India, the Comirittee
have judged it advisable to deal with the letter without delay, and they
accordingly submit the following recommendations.

The proposal of the Government of India, briefly stated, is that, in
addition to the expenditure provided for in the Railway Programme, a sum
of 8,000,0007. should be spent within the next two or three years in the
purchase by the State of 12,000 wagons, to be beld as a reserve from which
the loan of vehicles to any railway requiring additional stock could be made.
The reasons given for this proposal are that it has been demonstrated that
the Indian railways are at present unable to carry traffic which is offered,
that it will be some, time before each railway can be fully equipped to meet
normal demands, and that it is morcover desirable to provide against extra-
ordinary demands for wagons, which may always be expected to arise at
different seasons. )

Enquiries already made by the Committee confirm the conclusion of the
Government of India that the exisiing equipment of Indian railways is in-
adequate, and they consider it essential that efforts should be made to improve
the position as rapidly as possible. But the following reasons prevent.them
from recommending the adoption of the particular method proposed by the
Government, of India: (1) A central reserve of wagons would be a new
departure ; and it is therefore probable that before it could be established
and fully utilised, delay would occur owing to the necessity for settling
important questions requiring mature deliberation ; (2) the Committee have
reason to believe that the Railway Companies would prefer that any extra
funds which can be made available for railway purposes this year should, be
allotted to the railway administrations in accordance with their require-
ments. The Committee are of opinion that the latter course is the more
advantageous, and recommend its adoption.

With regard to the method by which it may be possible to obfain
additional funds beyond those already arranged for under the Railway
Programme, it is evident, from figures which have been placed at the
disposal of the Committee by the Financial Department of. the India
Office, that it will not be safe to anticipate that the sum which can be
borrowed by the Secretary of State for India in this country during the
present year is capable of being increased beyond the amount entered in
the Budget estimate, viz., 7,675,0001. (leaving out of account the liability
in respect of debentures for 2,500,000 maturing during the year). But
they have had under consideration the question of the advisability of using
a portion cf the current year's profit on the coinage of silver for capital
expenditure on Indian railways instead of investing it in British Government
securities. . )

The object of the Gold Standard Reserve, to. which the profit on coinage
is credited, is to enable the Government of India and the Secretary of State to
meet their sterling obligations in the event of a falling off in the demand for
Council Bills. This Reserve at the present time consists of sterling sequrities
of the market value of 12,310,629.., together with a sum of six crores of
rupees (equivalent to 4,000,0001.) which is held in silver in India to meet
any sudden demand for coinage. In addition to the Gold Standard
Reserve, there is a large amount of gold (11,066,0004., of which
7,705,0000. is held in London and 38,361,000 in Icdia), in the Paper
Currency Reserve, which could be applied to the same object. Apart,
therefore, from the six crores of rupees in silver, there is at the present
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moment a fund of upwards of 23,000,000¢. in sterling securitics and gold
bullion which could be drawn upon in case of necessity.

The interest received on investments on account of the Gold Standard
Reserve between the present time and the 5th January 1908 will, it is
estimated, he about 270,000L., while the profit on the coinage of silver up to
the 31st December mext is provisionally estimated at 1,850,000. 'The
addition to the Reserve by the beginning of next year would, therefore, in
ordinary course amount to considerably over 2,000,0001., hringing up the
total amount of zold and sterling securities held in the Gold Standard Reserve
and the Paper Currency Reserve to more than 25,000,000,

Having regard to the satisfactory position which the gold reserves have
now attained, as shown by the foregoing figures, the Committee arc of
opinion that it could not be regarded as imprudent to invest 1,000,0007. of
the profit ou coinage fot the present financial year in Indian ‘railways, and
thev therefore recommend this course to the Secretary of State.

Ttis a matter of urgency that any additional funds which are available

should be immediately placed at the disposal of the railways, and the

Commuiittee wonld therefore suggest that a telegram be sent 1o the Govern-

ment of India, in reply to their lotter of the 25th April last, informing
them that the consideration of the question of the creation of « wagon
reserve is postponed for the present, but that a fupther sam  of
1,000,0007. may be at once allotted to the several railways in such pro-
portions as the Government may deem desirable, cither for the provision
of additional rolliing stock or for the improvement of open lines to cnable
them to deal with traffic more expeditivusly, thus bringing the total allot-
ment for 1907-08 up to 10,000,000.. sterling. If this is done, the Govern-
ment of India should be informed that the additional million which it is
decided to allot will he supplied from the profit on coinage during the current
year, and will be treated in account as an investment for the Gold Standard
Reserve.

(Signed) J. L. Mackay (Chairman).

- W. R. LawrEgnce, :
F. 0. Scuusrer.

1, ‘M. Barsour.

L. ABramaws,

6th June 1907.
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