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LEGISLATIVE ASSEMBLY.

Saturday, 17th February, 1934.

The Assembly met in the Assembly Chamber of the Council House at
Eleven of the Clock, Mr. President (The Honourable Sir Shanmukhsm
Chetty) in the Chair.

MESSAGES FROM THE COUNCIL OF STATE.

Secretary of the Assembly: Sir, two Messages have been received from
the Council of State. The first Message runs thus:

“‘Sir, I am directed to inform you that the Bill to constitute a Reserve Bunk of
India, which was passed by the Legislative Assembly at its meeting held on the 22nd
December, 1833, was passed by the Council of State at its meeting held on the 16th
February, 1934, with the following amendments, namely :

‘1. In sub-clause (/) of clause 1 for the figures ‘1933’ the figures ‘‘1034"° were
substituted.

2. In the proviso to sub-clause (c) of clause 2 for the word ‘‘society’” where it last
occurs the word ‘bank’’ was substituted.

3. 1n sub-clause (3) of clause 14 for the words ‘five shares shall have one vote and
on poll being demanded each shareholder so registered as having more than five shares”
the following words were substituted, namely—

“five or more shares shall have one vote and on a poll being demanded euch
shareholder so registered’’.

4. In sub-clause (4) of clause 15 for the word ‘registers’’ where it first occurs the
word ‘‘register’’ was substituted.

6. In sub-clause (2) of clause 48 for the figures ‘44" the figures ‘47’ were
substituted.

6. In the Third Schedule for the figures '‘1833""  wherever they occur the figures
1834 were substituted.

7. In the Fifth Schedule for the figures “1833'' the figures ‘1934’ were substituted.’

The Council of State requests the concurrence of the Legislative Assembly in the
amendments."’

Sir, I lay on the table the Bill, as amended by the Council of State.

The second Message is as follows:

“Sir, [ am directed to inform you that the Council of State has, at ite meeting
held on the 16th February, 1934, agreed without any amendments to the Bill further to
amend ¢.e Imperial Bank of India Act, 1820, for certain purposes, which was passed by
the Legislutive Assembly at its meeting held on the 3lst January, 1934.”

RAILWAY BUDGET FOR 1934-35.

The Honourable Sir Joseph Bhore (Member for Commerce and Railways) :
Sir, when presenting my first Railway Budget to the House last year, 1
ventured with some diffidence to suggest that, though the encircling economic
gloom showed no tangible sign of lightening, yet indications were not wanting

( 979 ) A



980 wautSLATIVE ASSEMBLY, [17te Fes. 1984.

[Sir Joseph Bhore.]

that we had plumbed the depths of the depression which had overtaken us in
common with the rest of the world. Even that guarded opinion was in
some quarters regarded ‘as unwarranted by anything more substantial than a
facile optimism, and doubts were freely cast on the wisdom of budgeting for
80 substantial an increase in our earnings for the current year. Though our
estimate of receipts for the year may not eventually be reached, it is a matter
for some gratification to find that our anticipations of improvement have been
substantially justified and that our earnings up-to-date show a material
advance over those for the corresponding period of the previous year.

2. Following custom, I will first refer to changes in form before dealing
with matters of substance. Very important changes have been made in the
forms of demands placed in the hands of Honourable Members, but the limits
ot a budget speech preclude any detailed description, or explanation, of these
ohanges despite their undoubted interest and importance. One of the major
changes concerns the form in which the demands for grants have been recast.
These demands are now in the form in which the accounts of railways are
kept, and the change has been made in order to facilitate control of expendi-
ture. Thie change has not only the generalapproval of the Auditor-General,
but has been considered in detail by two committees of this House, vsz., the
Public Accounts Committee and the Standing Finance Committee for
Railways which were unanimous in recommending its adoption.

3. Another important change in the form of our estimates has been caused
by the decision to include in them the receipts and expenditure of lines belonging
to private companies or Indian States, but worked by ourState Railway Systems
for a percentage of the gross earnings. This change in procedure follows a
recommendation made by Sir Arthur Dickinsonand approved bythe Standing
Finance Committee for Railways. The practice hitherto followed was to deduct
both the receipts and expenditure of these lines from the total receipts and
expenditure of the system by whioh they were administered. This procedure,
as pointed out by Sir Arthur Dickinson, is fundamentally wrong in principle
as the officials of a railway system are engaged in operating all the lines compri-
sing that system, including these worked portions, and the statistics and
accounts should properly be based on the total receipts and expenditure of the
entire system. Asa result of the change, the receipts of the worked lines will,
from 1934-35 onwards, be added to the receipts of the State owned lines, and
out of the total the Legislature will be asked to vote the gross expenditure for
working the railway system as a whole including the worked lines. The Legis-
lature will also be asked to vote the sums which will be handed over to the
owners of these lines as the share of the earnings which, under ocontract,

the working agency is required to hand over to them after retaining the
percentage fixed in the contract.

To Honourable Members who would like to know in greater detail the
reasons for the changes adopted, I would commend & perusal of the
Financial Commissioner’s Review of the appropriation acocounts of Rail-
ways for 1931-32 which discusses the question very fully.

It is perhaps difficult to realise, when perusing the papers that will shortly
be in the hands of Honourable Members, how great has been the labour
involved in preparing the budget in the new form, and I should like to add
a word of acknowledgment of the untiring and devoted labours of the
Superintendent and staff of the Budget Branch of the Railway Board who have
literally worked night and day to ensure that these statements would be ready
in time and in as acourate a form as possible.
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I also take this opportunity of paying a tribute to the members of the
Standing Finance Committee for Railways who have, as always, been assiduous
in their duty of scrutinising in detail the estimates of railway expenditure but
have had a harder task than usual owing to the radical alterations in the
demands made this year. From the reports of the Committee’s proceedings
which have been prepared in greater detail in accordance with the general wish
expressed in this House last year and the large number of memoranda on the
estimates which the Members have had to examine in detail, the House will
realise the nature and extent of the work which this Committee has had to
attend to.

4. It is now superfluous, I am sure, to remind Honourable Members
of the advantages of the practice that they have generally followed in recent
years of indicating, when giving notices of reductions in demands, the
questions which they intend to raise. It enables Government members to
supply the House with fuller information on the points raised than would
otherwise be possible.

Financial resulls of 1932-33.

5. Before I go on to deal with the estimates for 1933-34 and 1934-35
which it is my main business to-day to explain to the House, I ought, in order
to present a more complete picture, to refer briefly to the results of tho year
1932-33, full details of which are available in the Railway Board’s report which
has recently been published. When I presented the railway budget last year,
I anticipated a deﬁlc)xit during 1932-33 of 94 crores. The actual logs due entirely
to a fall in traffic receipts was unfortunately larger. The total loss of 10}
crores was met by a temporary loan from the depreciation fund which, sfter
this transaction, was left with an actual balance of just over 12 crores. The
total loans made from the fund to cover deficits amounted at the end of the
year to 144 crores.

Revised estimates for 1933.34.

6. We budgoted for an income during the ourrent year from all sources
of 89} crores and for a total expenditure including depreciation, of just over
64 crores, which would have brought our net revenue to near‘]y 25} crores.
We now anticipate that our reccipts will bring us in 88} crores instead of 89%
crores, while our expenditure will remain at about the ant.lclpated figure, thl.lﬂ
bringing our net traffic receipts to 24§ crores. As our interest charges will
amount to 32} croree, the deficionoy for the year will aggregate 7} crores includ-
ing the loss of 2 crores on strategic lines, and thig will be met again by a tempo-
rary loan from the Depreciation Fund, which will now show &‘balunce at the
ena of the year of 11§ crores, as against 12 crores at the beginning of the ycar.
These are the bare figures, and a Lrief comment on them may be of some
assistance in realising their significance. It is & matter for gratification that our
anticipations of an increase in our truffic receipts have in a large measure been
fulfiled. The traffic in 1933-34 has been well above the previous year, though
we may not be able to reach our original estimates. But though our revisod
estimate of receipts is half a crore below our origin&l anticipations, it is over 2
crores or 24 per cent. higher than the figure of last year. It is noteworthy
that our goods earnings during the current year are now expected to he nearly
3} crores, or uhout 6 per cent. above onr earnings in 1932-33. The fact that
the increase in traffic has been general and has not been confined to any parti-
cular commodity is, I venttire to think, of considerable nignificance as affording
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ome sign of the beginning of a general revival of trade. But for a serious
2&‘1 in ;ﬁ: passengergelarl:llir;nggs, we should have had a still better tale to tell of
the results of the year. Our passenger earnings are now expected to be about
a crore, or nearly 4 per cent., below what we earned in 1932-33. Railways
are taking various steps to deal with this situation. On most railways efforts
are being made to recover traffic by quoting specially reduced return fares
botween particular stations and by introducing extra services. We are also
trying an important experiment on the North Western Railway on the possibi-
lities of large scale reductions in 3rd olass passenger fares. Revised third class
fares were introduced over that system with effect from 1lst December 1933.
These revisions include a reduction in the previous basis of charge of half a pie
per mile for distances up to 50 miles and of a quarter pie per mile for distances
from 51 to 300 miles and an increase of half a pie per mile for distances over 300
miles. The general effect of the revised basis of charge is a reduction of fares
up to distances of 460 miles and a small increase of fares for distances over that
figure. The magnitude of this experiment can be realised from the fact that,
if no increase of traffic results, it is expected to lead to a loss in earnings of
about 45 lakhs. It is, however, an experiment worth making, for it may well
be productive of results of real value in determining our future policy in this
matter. Tt is too early to pronounce on the results, but there are indications
that traffic is responding, though as yet insufficiently, to the stimulus of our
revised rates. We have found that during the first 8 weeks of the period in
which these have been in force, the number of passengers increased by 6 per
ocent. though the earnings fell by 6 per cent. There are, however, indications

of further improvement, and the future course of traffic under this experiment
will be followed with interest.

Turning to our working expenses, these are not expected to differ very
much from our budget estimate. But for the fact that we have had duri
this year disasters of unparalleled magnitude to meet, they would in all probabi-
lity have been slightly lower than our original estimate. During the year,
however, two railways in particular have suffered heavily from the effects of
the earthquake. Particulars of the extent of the damage and of the cost of
repairing or reconstructing buildings, bridges and track that have been affected
are still scanty.  From such information as we have received at present,
however, it appears likely that the damage will amount to over three quarters
of a crore and may well reach a crore. Fortune has dealt hardly with us in
another matter. Once again have the unchained forces of nature proved the
limitations of human skill, science and experience. In September last the
sudden action of the river Ganges in flood caused a considerable breach in one
of tho protective works of the Hardinge Bridge on the Eastern Bengal Rail-
way, popularly known as the Sara Bridge. We can only be thankful that the
damage was no worse and did not go far enough to cause any immediate danger
to the safety.of the bridge. But we have had a sufficiently serious warning to
ocompel us to incur the expenditure of very large sums of money in strengthening
and extending the Protection and training works connected with the bridge.
Here again the total cost is estimated to be well over a crore and might possibly
veach a orore and a half. At the same time, we have had to sanction extra
:;)1:\6?:1:::: ;ﬁem;ier :ohbe ready v:lit? uther alternative means of communica-

case the worst happens and i i
the safety of the bridge isp gsriously tl;;dtaaurtlo:lge;l.le oourse of the next monsoon,

Of the total expenliture involved in repairs and re i
) truoti
in these two cases, a considerable amount is an addi&%? trg ooﬁna;‘:eo:s“:;cyl
sorrectly chargeable to capital, but an amount of between a crore and a crore
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and a half of rupees would in the ordinary course have been charged to revenue
during this year and the next and possibly the year after. After careful
consideration and with the concurrence of the Standing Finance Committee
for Railways, we have come to the conclusion that, in all the circumstanoes, it
is reasonable and proper not to debit expenditure of this nature to current
revenues during such a short period as 2 or 3 years but to distribute it in
instalments over a longer period. We, therefore, propose to debit the whole
expenditure initially to the Depreciation Fund and repay it out of revenuo in
annual instalments of 15 lakhs a year till complete repayment is made, which,
we hope, will not take more than ten years.

Against the deterioration in our traffic receipts we have to set off
a weloome fall in our interest charges owing to a reduction in the rate of interest
due to the lower rates at which Government have been able to borrow during
the year. These faotors have balanced each other and our present anticipa-
tion is that the final results will, as stated, show an aggregate deficiency of
7§ crores, including the usual loss of about 2 crores on strategic lines. This
is in accordance with our anticipations at the beginning of the year, and the
loss will be met by a temporary loan from the depreciation fund.

Budget estimate for 1934.35.

7. Stated briefly and, in order to facilitate comparison, neglecting for the
moment the effect of the inclusion of the receipts and expenditure of worked
lines in our estimates for 1934-35, we estimate our total receipts from State
lines next year at 91} crores and our total expenditure including deprecia-
tion at 844 crores. With our interest oharges estimated at 32 crores, the
total deficiency should be approximately 5} crores. A loan of this amount
from the Depreciation Fund would leave that fund in credit to the extent
of 114 crores at the end of the year, as compared with 113 crores at the begin-
ing of the year. We think we shall not be unduly optimistio in estimating, for
next year, an increase in traffic receipts to the extent of 24 orores, an improve-
ment of 3 per cent. on our figures for this year. The ateady upward trend in
our goods earnings this year justifies us, we believe, in the hope that at last
we are fairly on the road to recovery, though it would be rash to anticipate any
rapid progress as yet along that road.

We expect our working expenses to be a little higher than during the cur-
rent year. Our ordinary working expenses have been steadily reduced from
year to year sinoe our traffic began to drop, but the major retrenchments have
all been effected, and to the extent that reductions represented merely a post-
ponement of expenditure, the time is soon coming, if it has not already come,
when it would be unwise and indeed unsafe to postpone it any longer. The
most hopeful prospects of reducing expenditure still further seem to us at
present to lie in the results of the detailed job analyses now being conducted
by the special temporary organisation we have set up on various railways
on the advice of Mr. Pope. The possible savings may be small individually,
but we have no doubt that in the aggregate they will amount to something
substantial. Apart from this, we expect a fall in gratuities payable to railway
staff which have heen abnormally high during the last few years on account
of our retrenchment of staff. If traffic continues to improve, as we hope it
will, no further block retrenchments should be necessary.

The total increase in our working expenses we place in the neighbour-
hood of a quarter of a crore, and this is mainly the result of the normal incre-
ments earned by staff on time-scales of pay. It will be offset by a further
diminution in interest charges on account of the average rate of intercst heing -
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expected to be still lower. In the result, we expect our total deficiency to be
reduced to 5} crores, or very nearly 24 crores below the figure for the current
‘year.

8. In presenting the budget estimates for the current year, I ventured to
lay some emphasis on what I held to be the undeniable strength and sound-
ness of the financial position of Indian railways notwithstanding the deficite
that have been experienced since 1931-32. The results of 1933-34, so far as
we know them at present, have, if anything, confirmed me in that view.
Taking the period of eleven years beginning from 1924-25 and ending 1934-35,
we find that the first six years were a period of prosperity and the following
five years have been otherwise. The orescendo of deficits began in
1930-31 with 5 crores, grew to 9} crores in 1931-32 and reached its height in
1932-33 with a figure of 10} crores. We hope that that constitutes the peak,
for we expeot our deficit to be 7} crores in 1933-34 and about 5} crores
in 1934-35. A naked statement of these deficits is, however, calculated to
give an entirely inaccurate impression of the real financial position. I will
endeavour to convey what I think is a more correct picture by stating the
financial position of the past three years from a somewhat different angle.
Taking our commercial lines alone for the present, it will be seen that even in
1932-33, which may be regarded as the worst year during this period, our net
revenue from all sources amounted to 23} crores and during that year we
put by to the depreciation reserve a sum of 7} crores more than we actually
required to withdraw for our current expenditure on renewals and replace-
ments. Even in the worst year of this dark period it will thus be seen that our
earnings only fell short by one crore, of the amount, viz., 31} crores, required
to pay the full interest on the Capital at charge. In the following two years,

. viz., 1833-34 and 1934-35, our estimate of net revenue from all sources is 25}
and 27} crores respectively. If payments to the depreciation reserve were
confined to what was needed to meet our urgent and necessary requirements,
our net revenue in each of these two years would be over 32 orores and would
exceed the sum necessary for our interest charges on commercial lines hy
& orore and a half.

Including strategic lines, against our deficits amounting to 13 crores in the
two years referred to, must be set the additional appropriations amounting to
12} orores that we are making to the depreciation account after meeting not
only all the normal expenditure on renewals and replacements debitable to the
fund during these years, but very heavy abnormal expenditure of 1} crores to
repair earthquake damages and the damages to the Hardinge Bridge caused
by the vagaries of the Ganges. These figures, I hope, afford ample justifica-
tion for the opinion I have oxpressed as to the intrinsio strength of the financial
position of the Indian Railways.

9. Some comment is neccssary on our programme of works expenditure for
1934-35 which, though less ambitious than the programmes which Railways
wero accustomed to in the pre-depression days, is still considerably more
extensive than those of the last two years. We propose a total expenditure of
just over 14 crores, of which we expect to find three quarters of a crore by a
further reduction in stores balances. Except one small new line of five miles,
costing 3 lakhs on the South Indian Railway, to which we are committed as part
of the arrangements made when the Tanjore District Board Railway was
transferred to Governmeht some years ago, the small expenditure of 11 lakhs
provided is merely to complete lines started long ago. There are a few
projects, like the Bombay Sind Connection and the Pollachi-Vananturai line
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in South India, the prospects of which are under examination, but our examina-
tion has not yet reached a stage at which we can arrive at a definite conclusion
in regard to their remunerativeness. We have not, therefore, felt justified in
asking the Assembly to provide funds for them. We hope to complete our
examination in the course of the next few months. If we find that these
projects are likely to be remunerative under present conditions of cheap money
and low prices of material and desire to start construction during the next
working season, we shall take steps to place our pro Is before the Standing
Finance Committee for Railways and ask the Assembly for the requisite addi-
tional grant. As regards open line works, our programme includes 4§ crores
for track renewals, and 3} crores for rolling stock in addition to 1§ crores for
works in progress. The amount provided for new works is under 43 crores.
Of this, a sum of about 1§ crores is required for repairs and additions to the

rotection works of the Hardinge Bridge to which I have already referred and
or repairing earthquake damages. As I have mentioned, it is our intention
not to charge directly to current revenues any expenditure on these items,
but to debit initially to the depreciation fund whatever is not chargeable to
capitel, and repay this amount from revenue by annual instalments of 15 lakhs.
Another item of importance is the remodelling of part of the Jamalpur Work-
shops on the East Indian Railway where, a8 a measure of economy and
efficiency, it was intended to concentrate heavy repairs to engines. This was
originally initiated as a remunerative project, but it has since been rendered
imperative by the demolition of some of the existing shops by the recent
earthquake.

That completes the financial picture which I have to present to the House,
If it is not as bright as we might have wished, it might easily have been much
darker.

10. T will now pass, before I close, to one or two matters of general interest
on which Honourable Members will, I am sure, expect some observations
from me.

There is, I helieve, much misapprehension as to the attitude of the railways
towards those competitive forms of transport which have of recent years heen
making inroads into their traffic. Speaking for Indian Railways generally,
I would like to combat any impression that they desire to maintain, at any cost
and by any means, a monopolistio position from which to exploit the public.
True, they cannot be expected to welcome unequal competition with open
arms, but they recognise its inevitability and appreciate the fact that they
must meet it largely by better and more attractive service. But what in the
interests of the country they are chiefly concerned with, is the elimination of
wasteful competition and the utilisation of the available resources of the State
to the best possible advantage of the public. It is obviously, for instenoe, in
the public interest that such limited funds as there are should be spent on
opening up unsé)ened tracts rather than on duplicating existing lines of com-
munication. ith the object of exchanging ideas, the Government of India
convened at Simla in April last a Conference which the representatives of
Local Governments, of Railways, and of certain unofficial organisations, were
invited to attend. This Conference discussed, and agreed to, some eight Reso-
lutions, framed with the intention of securing the greater co-ordination of
transport, the better control of public motor services and the more scientific
and economic development and planning of roads. These Resolutions were
not of course binding on the parties to the Conference, but as a result of some
useful discussions, I feel sure that the representatives of Local Governments
who attended came to appreciate how closely the prosperity of the country is
bound up with that of its railway system. The Government of India are now
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in correspondence with the Local Governments on these resolutions and have
every reason to hope that a beginning has been made in attracting the serious
attention of the various authorities concerned to a problem which has been
‘found so difficult of solution in other parts of the world and in securing recogni-
tion of the fact that it can only be successfully attacked through co-opera-
tion between the various administrative units that under the existing system of
Government have control over the different parts of this complex problem.

11. I have no doubt that, during the course of the next week, opportunities
will be available and will be freely utilised by Honourable Members to give
expression to their views on what must be regarded as & matter of first import-
anoe to the future administration of Railways in India, the proposed Statutory
Railway Authority. Today it is only necessary for me to express our warm
appreciation of the spirit in which the members of the Committee which
considered this question in London approached their task and of the contribu-
tion made towards the solution of this difficult problem by their report.

It will be observed that we have not yet embarked on the investigation
which I foreshadowed last year in connection with our Depreciation Fund
procedure. This is not due to any change in the perspective in which we view
this question, or in our opinion of its importance. But, after a very full prelimi-
nary examination, we came to the oonclusion that it might well be left for
investigation conourrently with other important financial questions which must
be settled in connection with the future changes in the administration of
Indian Railways.

12. Deficit budgets are not a source of anxiety merely to Finance Members
and to Governments. The Administrative Staffs of Commercial, or quasi-
Commercial, Departments feel more keenly than outsiders realise, the paralysing
influence of continued deficits. Retrenchment, economy and the curtailment
of opportunities for development combine to produce an effect calculated to
dishearten the most enthusiastic and to discourage the most stouthearted. 1
would like to pay my tribute to all railwaymen for the steadfastness with
which they have faced the depression of the past few years. Happily we may,
with some justification, hope that the clouds are at last beginning to exhibit
signs of lifting. Such improvement as our revenues have shown in the carrent
year has been persistent and well maintained. The steady enlargement of our
goods traffic is an indication that trade and confidence are beginning to revive.
1f we have still far to go before we can reach normality, we can at least face
the coming year with renewed hope and lighter hearts. (Applause.)

‘The Assembly then adjourned till Eleven of the Clock on Monday, the
19th Februsry, 1934,
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