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GOVERNMENT OF INDIA.
LEGISLATIVE DEPABTMENT. A

PROCEEDINGS OF THE COUNCIL OF THE GOVERNOR GENERAL OF INDIA
ASSEMBLED FOR THE PURPOSE OF MAKING LAWS AND REGULATIONS
UNDER THE PROVISIONS OF THE INDIAN COUNCILS ACTS, 1861 to 1809
(8¢ & 25 Viet,, . 67, 56 & 56 Viot., o. 14, AND 9 Edw. VII, o, 4).

X
The Uounoil met at the Council Chamber, Imperis! Secretariat, Delhi, on
v ‘Wednesday, the 24th March, 1915.
PrEsENT :

The Hon'ble 812 HARCOURT BUTLER, K.0.8.I, O.LE., Vice-President, presiding,
and 58 Members, of whom 61 were Additional Members.

STATEMENT LAID ON THE TABLE.

.The Hon’ble Mr. Sharp :— 8ir, I beg to Iay on the table a report®
ou Indian Education in 1913-14, which was promised at the timu of the intro-
duction of the head ¢ Education’ in this Council on the 9th instant. Copies
have also been distributed to Hon'ble Members. These copies are only proof
copies. The Volume, when published, will be illustrated.”

QUESTIONS AND ANSWZIRS.

Tho Hon’ble Pandit Bishan Narayan Dar asked ;—

.. 1. “(a) Will the Government be pleased to give particulars of the fresh meremsats
increments. (if ang) in salaries or allowances given to the Indian Civil, 5 Shewes.
Medical, Police and any other services in the years 1913-18 and 1913-14, and Sectbece of
the cost to the tax-payer of such increments? oertain

.

... (b) Will the Government ,be pleased further tostate the total cost of the -
inorements (if any) sanctioned sinoce the outbreak of the War ? " ‘

® Not published with these Proceedingy.
( 567 )
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bG8 ‘ QUESTIONS AND ANSWERS.
[ Sir William Meyer; Raje Jai Chand; Sir [ 24tH Maxom, 1915.]
Robert Carlyle.]
The Hon'ble Sir William Meyer replied :— -

“T understand that the Hon'ble Member desires informalion regarding any
general increment of pay which may have been sanctioned for the Inperial

‘branches of the major services engaged in the general administration of the

country.

“There has been no general reorganisation of the pay of the Indian Civil
Service, the Indian Medical Service or the Imperial Police since the commence-
ment of the year 1912-13. The only important modification with regard to
the pay of any of these services has been the temporary introduction of a
minimum time-scale of pay for members of the Indian Givil Service of over seven
years' service in the Punjab, the United Provinces and the Central Provinces,
subsequently extended to the Bombay Presidenoy, with the object of partially
protecting them from loss ewing to an abno block in promotion. Since

> the outbreak of the war this system of a special minimum time-scale of paé has
oers

been extended, subject to certain conditions, to all Indian Civil Bervice o

of over two years' service throughout India,in order to compensate them in
part for the loss of the normal expectations of officiating promotion which the
would have enjoyed but for the present crisis, which has neoessitated the recall
of officers already on leave and the restriction of fresh leave faocilities. A
similar system has been introduced, for the same reason, in the case of the
Imperial Police service throughout Irdia.

“A normal time-scale of pay was introduced in 1912-18 in the cadre of
Assistant Colleotors belonging to the Imperial Oustoms Service, at an additional
cost of 32,196 a year. With regard to other major Imperial Departments,
no general reorganisation of pay has been brought into effect since the beginning
of the year 1912-18.

“ It is impossible to state the exaot cost of the introduction of the special
minimum time-gcale of pay in the Indian Oivil Bervice and in the Police, since
this does not supersede previous pay gements, but merely guarantees that
an officer of a certair standing shall not draw less than a oertain salary. Nor
could the information asked for by the Hon'ble Member be tabulated
without an elaborate investigation of the difference between the time-scale pay,
if applied, and the rat:s of salary which each officer would have drawn had the
scale not been introduced.”

The Hon'ble Raja Jai Chand asked : —

2. “ (a) Isit a fact that, in the last few years, some tendency to grow
ground-nuts, like thoss produced in Madras, and linseed is being steadily devel-
oped in other provinces of India? If so, will the Government kindly state
what has been the average produce per :cre, and the annualtexport (if any) of
ground-nuts and linseed for the last—say—four years from these provinoes ?

. () Have the Provincial Governments enco and countenanced
agriculturists to d-velop the products on experimental lines, and otherwise ?

The Hon’ble Sir Robert Carlyle replied :—

“ The cultivaiinr of ground-nut is rapidly extending in Bombay, Burma,
the United Provinces and the Qentral Provinces and the Provincial Depart-
ments of Agriculture are devoting attontion to the introduction and main-
tenance of disease-resistance varieties. The cultivation of linseed is moro
firmly established and requires no special en ement. Linseed is grown
for experl and the area under this crop is largely determined by the ruling
price. The Agricultural Dopartments have not found it possible to devote
much attention to this crop.

2. The last volumo of the ‘Area and Yield of Principal Orops’ and a

statement showing the exports of ground-nuts and linseed during the last f
years are placed on the table.® g 8 e

¢ Not pablished with thess Proceedings.
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QUESTIONS AND ANSWERS. 569

. [24rn Marcy, 1916] [ Rajs Rai Chand; Mr. Sharp; Mr Dadabhoy ;
My, Clark.]

The Hon'ble Raja Jai Chand asked :—

3. “ (a) Will the Goverhment kindly state whether agricultural education Afetin ™
has been introduced, and made compulsory in primary schools ?

(b) If the answer be in the affirmative, have sufficient additional funds
been provided therefor ? '

(c) If the answer to part (4) be in the negative, do the Government
propuse to consider the feasibilily of introducing agricultural training, side by
side with literary education ? -

The Hon’ble Mr. Sharp replied :—

“ The accepted policy of Government, from which they see no reason to
depart, is that, while it is undesirable to teach agriculture as such in primary
sohools, an attempt should be made to give to the teaching in such schools an
agricultural colour and to encourage the power of observation of pupils by

nature study.” o

The Hon’ble Mr. Dadabhgy asked :— |
4. “(a) Hasthe attention of Government been drawn to the statements goasting

at pages 13 and 34 of the Review of the Trade of India in 1913-14 that high g-‘%"f:
coasting freights have interfered with the expansion of the exports of Bengal and

coal to Bombay and Karachi ? foccign *
(8) Do Government propose to take action, in consultation with ship-
ping companies, with a view to secure a reduction in coasting freights ?

(o) Is it a faot that imports of foreign coal on Government account,
even of the quality produced in India, have increased of late ?

(d) If 8o, will Government be pleased to state the reasons for such
inorease ? *

Thet- Hon’ble Mr. Clark replied: —

““ With regard to the first two questions, Government are aware that the
high level of coasting freights is one of the causes which are alleged {o have
contributed to cheok an expansion in the exports of Bengal coal to Bombay
and Karachi. It has never been their policy, however, to attempt to fix any
standard for coasting freights.

2. With regard to the third and fourth questions, Government are aware
that the imports of coal, coke and patent fuel by sea on their account inoreas-
ed up to the year 1913. The figures for 1914, however, show a véry large
decline.” :

The Ton'ble Mr. Dadabhoy asked :—

5. “ With reference to the statement in the Assam Administration Report Enticement
for 1912-18, that with a view ¢ to meet the changed conditions when there will 354500 2
no longer be a penal contract, and to give employers some remedy against the
enticement of labour which they have imported at considerable cost, proposals
which have been administratively approved by the Government of India have
. been framed,’ do Government propose to lay on the table the correspondenco
- on the subjeot between this Government and the Assam Government ? *?

©' "V 'Thg Hon'ble Mr. Clark replied :—
" '“'The Government of India rogret that they are unable to lay the
papers on the table.”
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570 QUESTIONS AND ANSWERS; THE ASSAM LABOUR AND
EMIGRATION (AMENDMENT) BILL.

[ 2r. Dadabhoy; Alr. Clark; Mr. Das; Sir [24tm Marom, 1915.]
Reginald Craddock.)

The Hon'ble Mr. Dadabhoy asked:—

6. “(a) Will Government be pleased to state if there has been any im-
provement in the wages of indentured labour in Assam, and, if so, to what extent
since the enactment of the Assam Labour Laws ?

(b) Whatis the present rate of the wages of indentured labour in Assam "

The Hon’ble Mr. Clark replied :—

“ («) As far as can bo ascertained from the returns furnished under the
present Act, the average wages earned by indentured labourers in Assam at
present show an improvement over the average wages earned since the statutory
minimum wage came into force in 1903 of approximately 8 annas, 3 pies a
month in the case of menand 15 annas in the case of women.

() The statutory minimum wage for men and women respectively is : —

Rb and B4 for the first year ;
B5-8-0and R4-8-0 for thesecond and third years;
R6 and B 5 for the fourth year.

On some gardens, however, the rate of pay is above that prescribed by law, and
on almost all the labourers can, if they wish to, earn at least double their pay for
a considerable part of the year by working over-time. .

The Assam Immigration report for 1913-14 (the latest published) shows
that the average of monthly wage inoluding #icca, diet, rations, subsistence
allowance, and bonus per head is as follows :— ‘

Of total number on books

Men . . . . . B5-11-5
Women . . . . R6-6-9”

The Hon’ble Mr. Das asked :—

7. “(a) Did the Government of Bihar and Orissa, during the year 1814,
forward to the Government of India quarterly lists of petitions which were

Gevera. withheld by the former Government, giving reasons for withholding them ?

(b) If such quarterly lists were received during the year 1914, will the
Government be pleased to lay on the table copies of the same, with the
reasons for withholding them ? . :

The Hon’ble Sir Reginald Craddock replied : —

“ Quarterly lists of petitions withheld by Local Governments under the
rules are received by the Government of India, but it is not considered that any
public interest would be served by laying them before this Council. If the
Hon’ble Member desires information about any specific case the poesibility of
furnishing it will be considered.

THE ASSAM LABOUR AND EMIGRATION
(AMENDMENT) BILL.

The Hon’ble Mr. Clark:—“8ir, T move that the Bill further to

:imend the Assam Labour and Emigration Act, 1901, be taken into considera-
on.”

The motion was put and agreed to.

_'fte Hon'ble Mr. Clark :—*8ir, I move that in clause 4 of the
Bill after the word ‘substituted’ the following shall be inserted :—* for the
words “the employer” the words “his employer or the association or firm
which has axphed o respect of such Local Agent under section 64, sub-

13
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THE ASSAM LABOUR AND EMIGRATION (AMENDMENT) BILL. 571
[ 24t Marom, 1016.] [ Mr. Clark; Mr. Graham.)

“ Under clause 3 of the Bill, it is proposed to amend section 64 of the Aot
s0 as to allow. ‘any association or firm duly authorized by general or special
order of the Governor General in Council’ apply for a licence for a Local
Agent. Now the term * emdployer ' under the Bill as introduced has the definite
technioal meaning assigned to it under section 2 (f) (f) of the principal Act,
namely, the manager of the tea-garden for which the Local Agent mentioned in
section 7 (s) of the Aot as amended by the present Bill has been licensed to
reoruit coolies. It will therefore be insufficient to provide, as originally proposed
in the Bill, that the application for the cancellation of the Local Agent’s
licence can ba presented only by the employer, i.e., by the manager of the
tea-garden, seeing that many Local Agents do not work under the orders of
an individual manager, but under those of an Association representing a group
of tea-gardens, controlled by a number of different managers, and, therefore,
this amendment is necessary.”

The motion was put and agreed fo.

The Hon'ble Mr. Clark:—“S8ir, I beg to move that in clause
b of the Bill in sub-section 6 of the new section 116-A. inserted by
that clause, for the words ‘by the Board* the words ‘in the manner pres-
oribed by sach rule’ shall be substituted. In the Bill it is provided that
the Assam Branch of the Indian Tea Association and the Surma Valley
Branch of the .ndian Tea Association are to be represented on the Executive
Committes of the Board. Under the Bill, as drafted, it was provided that
representatives of these two Branches should be chosen by the Board. The
Branches, however, wish to choose their own representatives, and it is
obvivusly a better arrangement that they should do so. It is therefore proposed
now to putit in a general way by substituting for the words by the Board’
the words ¢in the manner presoribed by such rules.’ ”

The motion was put and agreed to.

‘The Hon'ble Mr. Clark:—“Sir, I move that in olause 7 (2)
(#) of the Bill in the new sectior 173 (1) (a) inserted by that clanse,
after the word ‘emigrate’ the words ‘under Chapter IV as modified by any
notification issued ’ shall be inserted.

: “This amendment is designed to remove any ambiguity which may arise
from the fact that section 91 of the Act does not of itself provide any specific
_method of emigration. It merely empowers Local Governments and Adminis-
trations to relax, by means of Gazette notifications, any provisions of Chapter
IV in the case of Garden-sardars.”

The motion was put and agreed to.

The Hon’ble Mr. Clark:—“S8ir,I now move that the Bill as
amended be passed intolaw. I should -perhaps explain that with the
abolition of indentured labour in Assamn and of recruitment by contractors,
Act VI of 1901 is becoming less and less suited to existing conditions,
and the whole question of what legislation is necessary for the control
and regulation of recruitment for Assam and of labour in the Province
will have to be taken up very shortly. The Government of India, however,
were anxious that there should be no further delay in the introduction
of the measures for the closer and more satisiactory control of recruitment
_embodied in the present Bill, and decided to proceed therewith at once and not
to'wait until the larger question could be taken up. We recognise therefore |
that though the provisions in this Bill dealing with the constitution of the
Labour Board have been carefully framed, the measure is necessarily to some
‘extent a tentative one and may in itsclf need some amendment at some future
‘date when more experience has been gained of the improved system of recruit-
' mant, whioch is ncw being introduced.”

The Hon'ble Mr. Graham :—Sit, a complex subject and a
complicated Aot describe, I think, the Assam Labour question and Act VI of
1901. Since the first Government inquiry in 1839, there has been much



572 THE ASSAM LABOUR AND EMIGRATION (AMENDMENT)
BILL; THE SEA CUSTOMS (AMENDMENT) BILL; RESO-
LUTION RE STATE MANAGEMENT OF RAILWAYS.

[Mr. Graham ; Hr. Clark ; Sir Ibrahin Rahimtoola.] [ 34rE MarcH, 1915.]

legislation and much controversy on this matter of labour, and looking back
on it now it would seem that a great deal of it might have been avoided had
there been more co-operation between Government and the industry. Tho
proposed Labowr Board it is hoped will effect this co-operation, and as such
1t is very weloome. That the necessary legislation to establish this Board has
been added to Act VI is a matter.of disappointment to the Industry, having
in view the fact that both Government and the Industry are agreed that the
Act should be gradually abolished. Apparently, however, it was nof possible
in the short time available fo arrange matters otherwise, and we can only
hope that the odium which has attached to Aot VI will not extend to
the Boarc. In some other respects the Bill does not accord with the desires
of the Induslry, and although we have suggested a number of sltcrations,
Government have not seen their way to accept these. More fresdom in
the matter of recruiting is what is required to produce the conditions best
likely to remove abuses, namely, cheap and plentiful labour—when I sny
cheap labour, I am referring to the cost of reoruiting, not to the coolies’
wages,—and although with the changed conditions likely to be created by
the abolition of the contractor thisis not immediately possible, we hope that
the establishment of the Labour Board will lead to a more sympathetic and
consistent administration of the Act and a less rigorous enforcement of the
somewhat rigid restrictions, which at present abound. In these circamstances,
and with this understanding, I support the Bill.”’

The motion was put and agreed to.

THE SEA CUSTOMS (AMENDMENT) BILL.

The Hon'ble Mr. Clark :—“3ir, I move that the Bill further to
amend the Sea Oustoms Act, 1878, be taken into oonsideration.

* Perhaps I may take this opportunity of removing a misapprehension
which, it has been brought to my notice, might possibly arise in connection
with this Bill, namely, that the Bill might perhaps be regarded as indicating
an intention on our part to increase customs duties in the near future. This
is in no way the case. As Council will remember, my Hon'ble Colleague tho
Finance Member informed us in his Budget speech that the queetion of tho
imposition of additional taxation had heen very carefully examined in the
last few weeks; and it was in the courss of this examination that attention
was drawn o the anomaly in the law, which it is now proposed to remove. It
seemed to Government clearly desirable that the law should be amended,
and we thought it best that the amendment should be earried out without
farther delay, not for present use but to simplify the position if tariff revision
should be required hereafter.”

The motion was put and agreed to.

amelghe Hon’ble Mr. Clark :—“I move, Sir, that the Bill now be
P .)’ ~

The motion was put and agreed to.

RESOLUTION RE STATE MANAGEMENT OF
. RAILWAYS. |
The Hon'ble 8ir Ibrahim Rahimtoola :— 8ir, I beg to move

the following resolution :—

] ; Ttl?::u this Co;cncil reeommendss the Gg‘velmor General in Conncil to eonsider the desirabil-
y O ture policy in regard to Btate Railways being one of management hy Gove

instead of by Managing Companies.’ d s - tnment



RESOLUTION RE STATE MANAGEMENT OF RAILWAYS. 573
[ 24rm MaroH, 1915.] [ 8ir Ibrakim Rakimtoola.)

__“I will open my remarks, by pointing out that my resolution does not deal
with the question of the nationalisation of railways, as some people have
imagined. It was so early as 1880 tbat the Government of India laid down as
their future policy that they would acquire all the railways at the time when
the option resting with them under the contracts with Railway Companies fell
due 8o that, so far as the word ¢ nationalisation ’ means the ownership of rail-
ways, practically all trunk linesin India have been acquired and are now owned
by the State. My resolution deals with the far simpler question of the manage-
ment of railways, in other words, whether the lines owned by Government should
be managed by themselves or whether they should be managed by Managing
Companies. The present system of management of railways is divided into
two parts. Government own 25,1256 miles of trunk lines in India, out of
which approximately 6,800 miles are managed by themselves. - The balance
of 18,325 miles are leased to Companies for the purpose of management. My
resolution asks Government to lay down, as :their future policy, that
the 6,800 miles which they manage now may gradually be extended as
the contracts with existing companies fall due, and that ultimately,
when all the contracts have fallen due, to _have the entire management of
the State-owned railways put under one central Department of the State. The

a(111lra_.ntages that I expeot to result from such a system may be summarised as
follows :(— -

(1) The saving to the State of the share of profits now paid to the
Managing Companies. '

(2) The development of trade and commerce on natural lines instead
of the present artificial diversion by means of block rates.

(8) The growth and development of industries especially in the interests
of this country. |

(4) The promotion of inter-provincial trade.

(6) The centralisation of control in a single State Department located
in India and amenable to Indian public opinion instead of in
Boards of Directors in London.

T do not propose to deal with other minor advantages such as the utilira-
tion of the entire rolling stock as one system, et.:. I will confine my observa-
tions to these five main points which I wish to place before the Council.

“ The saving to the State under item 1, namely, the share of profits now paid
to Managing Companies, is a very important factor in the determination of this
question. You are aware, Sir, that the Government of India have been during
recent years providing large capital expenditure for the development of railways
in India and for the more efficient working of the trunk lines. The annual
figure has reached 12 million pounds and although the next year's provision is
reduced to 8 millions, my Honourable friend Mr. Marshall Reid, representing
the Bombay Chamber of Commerce, only recently stated to this Council that
their ideas advanced and they wanted 16 to 16 millions per annum. In
providing these large sums of money for the more efficient working of State
railways trade has been undoubtedly helped, but at the sarae time the share of
profits going to Managing Companies has largely increased. There may be other
reasons why this is so, but the one I havdmentioned is most important. In the
year 1909-10 the amount paid to Managing Companies as their share of profits
was 18 lakhs of rupees. In 1912-13 it went up to one crore and 6 lakhs and
in 1913-14 it was 66 lakhs for 9 months, which if the same average is main-
tained would work to about 88 lakhs per annum. There will theretore be a
substantial saving at the time when all the trunk lines arc taken over by
Government, a saving of about a crore of rupees to the State on the present
basis, which cannot possibly be regarded as a mnegligible quantity. Dealing
with the question of dovelopment of trade and commerce on natural lines
instead of the present artificial diversion by means of block rates I wish to
point out that it is a curious phenomenon that though railwaysbelong to the
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State, the interests of different Managing Companies, because they share in the
profits, are divergent and each tries to draw the traffic its own way.
Each management tries its best within the minimum and maximum rates
laid down by Government to divert trade to the ports which it serves. They
want to carry the largest quantity of cargo over the longest distance over
their rails and in order to be able to (ﬂ) so all the cargo which is offered to be
carried to ports other than those they serve, block rates, which mean full
maximum rates authorised by Government, are levied. I should like to inquire
what effect this has upon the oultivators. The cultivators growing their
produce in a given centre find that the best outlet for their produoce is, say,
either Bombay or Caloutta. To illustrate my meaning I will fake the instance
of the East Indian Railway. My point is common to all railways and when
I am taking for my illustration one partioular line I do mot wish it to be
understood that that is the only line that is adopting this system. REach line
that serves a different port ayails itself of the maximum rates for the purpose
of drawing as much cargo to its own port as possible. Bupposing as I have
said that the produce grown in a given centre has to be carried over the East
Indian Railway for a short distance before it can be taken over by the
Great Indian Peninsula Railway to the port of Bombay which is found
to be the most suitable outlet for it, it has to bear the burden of block
rates for the short distance over the East Indian Railway. If India bhad
a monopoly of the produce under consideration it may well be argued
that the extra charge thus levied will be paid by the consumer, but
only recently the Hon'ble Member for Commerce and Industry pointed
out, and very rightly too, that the values of India’s principal articles of export .
are governed by world prices, that the rates which exporters pay in the
different ports are governed by what they expect to realise in the home markets
or the markets to which these goods are exported. Therefore, if excessive
rates are charged for any distance during the passage to the ports, it is, I
venture to submit, the cultivators who have to pay them and not the consumers.
Now, 8ir, it appears to me that the interests of the cultivators should command
greater consideration than those of Managing Companiesand the merchants.
After all, we merchants are the middlemen between the producer and the con-
sumer, and whether the charges levied for transport are high or low they cannot
directly affect us. In calculating our prices between the rates we pay for pur-
ohase and the rates we sell at, we take into consideration all the charges that
we have got to find. Of course it does affect merchants who have their centres
of business in different ports in the matter of vo'nume of trade, but so far as these
block rates are concerned they prejudicially affc:t the oultivators only. AsI
have said it is a curious phenomenon that, when the State owns all these rail-
ways, such a system should prevail to the prejudice of a class of people in
whom Government profess to feel the deepest interest.

“ The management of State railways by diffetent companies is responsible
for the formation of spheres of inﬂiencg of the diﬁerc@v;’?;ltl ports inpolndia.
I cannot understand why any produce should be forced to specific ports by
different Managing Companies having a rionopoly of transport over their
lines and thereby create the different spheres of influence of different
porta? I venture to submit that the State should emcourage the export of
Indian produce through its natural ports, without allowing manipulation
of rat.;. Not onmly In this respect, but in sanctioning new railways,
in providing necessary links to existing milway lines, the ssme policy
gigort interests governs their action. The Bombay Chamber of Commerce

to press for, I think, nearly 17 years before they succeeded in obtaining
sanotion, for the Nagda-Muttra line. and now for the last few years they have
been pressing without avail for ths construction of the MnttrapAh%u' rh section.
It is a seotion extending over 41 miles only and will unquestionably promoto
the interesis of the cultivators in taking the produce to its natural port.- But
Government have refused to sanction this link on the ground that it would be
an invasion upon the sphere of influence of the Bast Indian Railway. Now, Sir
I venture to ask what has that got to do with the development of trade aud the



RESOLUTION RE STATE MANAGEMENT OF RAILWAYS. 575
[24tE Marca, 1915.] [ 8ir Tbralim Rahimtoola.]

natural outlet for produce ? Oan there be any justification for talking about
the sphere of influence of particular railways when all railways belong to
Governmont or the sphere of influance of different ports justifying artificial
methods for the purpose of diverting trade ?

_ “Bir, when railways are owned by the State I think the foremost considera-
tion must be to help tothe utmost of their power the development of trade and
to let the trade go to its matural outlets. In-making these remarks I am not
asking for any preference to be givan to the port of Bombay. I am dealing
with the question generally in the interests of the Indian people as a whole and
especially the interests of the producers who are primarily affected by this
manipulation of rates. I venture to submit that if the management of rail #ays
was vested in one and the same central authority, namely, the Government,
most of these abuses would be removed.

“ 8ir, the next question I will deal with is the growth and development of
industries and the encouragement of inter-provingial trade. The Government
of India must have been convinced from the number of interpellations and
resolutions on trade mattors which have been coming before this Council, of how
keenly the growth and development of industries in India is now being felt by
the people of this country. It appears to me that railways are one of the prin-
cipal means by which substantial encouragement can be given to the grow*h of
industries in the interior of the ccuntry. Only recently during the discussion
which took place on the SBugar resolution it was explainea to us what methods
are adopted by foreign couutries to capture the trade of India. The payment
of bounties and subsidies, the compulsion to plant and grow particular
crops, and to sell them to particular manufacturing industries, the carriage
by sea and land at less than commercial rates of freight are all considered
legitimate means by foreign Governments to capture our trade. Surely
it is nat too much to ask that State railways, for woich the country has paid
enormously in the past, should be used for the purpose of helping and
enoouraging industries in the interior of the country. I know it is no use
saying on the present occasion anything about, or asking, that these imports
which compete with, Indian industries should be made to pay higher rates cf
~arriage on Indian railways, but surely, Sir, it is in no way unreasonable to
ask that when goods are manufactured in India and are offered for transport
they should be carried at special rates even though the quantities be smaller
and the distances shorter than similar godds manufactured in other countries.
I have no intention at preseunt, I kave nat the time, to go into the large mass
of figures I have; but it will suffice for my purpose to say that the general
_ principle T am enunociating is certainly justified on the grounds of principle
and policy. It is ceriainly not too much to ask that State-owned railways,
should carry raw materials to industrial factories and locally manufactured
goods to the consuming markets in the neighbourhood at special rates. Such a
policy may affect the railway revenue but if it does it will be to a very
Infinitesimal extent and that only for a time. When local industries have
developed they will form a source of substantial increase both in traffic and
revenue. Apart from these considerations it is certainly not unreasonable to
expect that the people of the country should reap some small advantage out
of State-owned railways. Take the instance of oil manufacture. Oil seeds
in India are sent for carriage over long distances in large quantities and are
consequently quoted at very low rates, while oil manufactured in India is
carried at second oclass rates. If you carry oil seeds at very cheap rates
itis but fair in the interests of the development of industries in India that
you should carry oil pressed out of these seeds at equally low .rates, for
the encouragement of local industries.  Sir, the time at my disposal is so short
that I cannot deal with the entirc question as well as I should like to. I will
therefore say a few words on the next question, namely, to centre the control
of State railways in a single State Department located in India and amenable
to Indian public- opinion instead of as at present vesting it in different
Boards of Directors in Liondon. I have never been able to understand why,
when the entire railways are owned by Government, when almost the whole
of the Oapital has been provided by Governmcnt, the Managing Companies’
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share being only 7 per cent., that the practical control in regard to management
should vest in Boards of Directors in London.

“The more I have thought ovor the question the more I have heen convinced
that there can be no justification for governing thess lines from 6,000 miles
away from India instcad of a central department in this country. Bir, I may
be pardoned if I again refer to one point about which I feel keenly, and that is’
that when the Members of the Executive Oouncil of His Excellency the
Viceroy have adopted the name of ¢ the Government of India,’ I wantthem
to be in reality ‘the Government of India,’ largely‘independent in most matters
affecting the interests of this country. One reason which was urged by the
Hon’ble Mr. Olark in his speech on the last occasion was that he could not
promise anything because the sauction of the SBecretary of State would have to
be obtained, Bir, when the non-official Members, drawn from different parts
of India, meet here to urge what the needs and requirements of their country-
men are, they are constantly met by the reply that the matter does not rest
with the Government of India but with the SBecretary of SBtate, and as regards
the present question of railways, that the matter rests with the Managing
Boards in Loondon. - :

“8ir, I think that the &ime is fast coming, if it has not already arrived,
when the Government of India should in reality be the Government of India,
working in co-operation with the people of India, in promoting the best
interests of this country, and I do feel, 8ir, that this is one of the directions
in which substantial reform is urgently needed.

“I will now deal with the actual effect of my resolution. My resolution
merely asks Government to cousider the desirability of laying down a policy
of axtending the State-managed railways from 6,800 miles gradually up to the
‘time when all the lines are brought under their management. In the terms
of thc contracts existing between Government and Managing Companies,
the oniy line that oomes into consideration at present is the East India line.
The contract with the Bast India Company due in 1919, and under its
terms notice for determining it has got to be givin in 1917. We are now
in 1915, and it is high time that Government should begin to consider very
geriously the problem as to whether they will not, in casé of the East
India line, give notice to terminate the contract in 1917. B8ir, dealing with
the Bast India line alone, I will in a few words point out what the position
is. The East India Railway Company’s share capital is, I think, 8} millions,
or 10 crores of rupees. It will become payable, if the contract is terminated,
along with the annuities which go on up to 1950. The oontract with
other lines fall in from 1925 to 1930, so that if my resolution is accepted,
andif the policy which I advocate is laid down, it will not burden QOvernment
with the management of the entire system all at once. They will, at the
interval of some years, get each line and briug it under their own management.
In the oase of the East India Railway, we have paid to them as their share
of profits the sum of Rs. 2593 lakhs for the previous year, and for the nine
months during the !-t year, which is the latest date up to which figures are
available, the sum cf Rs. 17,88,000. That is to say, 1n addition to the rate
of interest of 4 per cent per annum which is payable to them on their shato
capital, the amount »f profits taken on the basis of 25 lakhs per annum gives
them 2} per cent more.

“8ir, T hope yon will allow me about five minutes more to sum up. I
. have got a great deal more to eay, but I will try to be as brief as possible.

- .. *“Tt therefore follows that on the 6} millions of share caPital which the

~Bast 1ddia Company has provided, you are paying them, on this basis, about
6} per cent per annum. Burely the Government of India can well expect to
--obtain the :capital- necessary for the purpose without having to pay such

-excessive rates of interest, and, what is of even greater importance to the

‘interests of the people of this country, vesting practically full coutrol in tho
Board of Directors 1n London.
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“ Bir, in conclusion I will merely draw the attention of Government to
what was stated by the Hon’ble Member last year as the advantages of the
present system. He said that the foremost advantage was that of obtaining
capital through the Managing Oompanics. The other two adlvantages which
he mentioned were, (1) that Government would not be able to bear the entire
burden of State management all at one time. I have already dealt with that point.
I1f the policy advocated by me is laid down. you will get the management of the
¥ast Indian Railway in 1919, the Great Indian Peniusula Railway in 1925, and
s0 on till 1950, so that you will not have the entire system in your hands till 8
long time hereafter. It will be a gradual working up of the area till you reach
the maximum many years hence. (2) The question of training up experts for
the purpose of management was the second advantage mentioned. I think that
is also explained away by the point which I have already made. You are not

oing to have the whole system of raiiways under - your management at once.

hen you do get the whole system by 1950 you will surely have reached

the stage when you will be able to provide the requisite expert machinery
necessary for the purpose. .

“ The only other point to which I should like to refer and on which much
stress is laid is the help which these Maraging Companies are said to give in
the provision of capital. Sir, I venture to' think that a great deal too
much .8 being made of that. If you refer to the railway reports you will
find that during recent years they have been borrowing at the rate of
4 per cent. All the debentures that are issued by the railways are guaranteed
by Government. Surely Government need not employ middiemen, as these
Managing Companies obviously are, for the purpose of borrowing money at
such a high rate of interest and accept in the bargain company management
of our railways. 8ir, I venture to submit that if the suggestion which T put
forward last year was aocepted, namely, that if Government were to borrow at
the rate oi 4 per cent, which is the rate at which these Managing Companies
are at present borrowing, they would secure what capital is necessary for their
purposes. When Governmeant are paying much higher rates under the present
system both in the rate of interest on debentures plus the share of profits, surely
there will even uunder that head be somn saving to Government and the necessary
funds will be available.

“T am of course not dealing with the special circumstances of the war,
but when during ordinary times the Port Trusts, the Municipalities and
Improvement Trusts, of OUalcutta, Rangoon, Madras, Bombay and Karachi
are able to borrow every year large sums of money at 4 per cent in India,
it is not unreasonable to expect that Government on their own guarantce and
with the security of the Railways, will be able to borrow both in India

-and in England, large sums of money at the same rate of 4 per cent. There is
no meaning in not agreeing to pay 4 per cent direct and then paying not
only 4 per cent through the Managing Companies, but also something more
in the shape of profits, and accepting the control of Managing Companies in
addition. ’

“ Tt appears to me, Sir, that the interests of India demand that the centre
of coutrol of the management of the entire system of railways should rest with
the Government of India and that they should be worked primarily in the
best interests of the people of India.”

The Hon’ble Sir Fazulbhoy Currimbhoy :— Sir, last year we
had a resqlution about railways and about this point of their management, and
I favoured the present arrangement of management by Companies on certain
grounds. The opinion I then expressed as regards the economic aspect of the

uestion was formed in view of the fact that State management is more ex-
pensive than management by Companies. The percentage of working expenses
to gross earnings is higher under State management than under management
by Companies. But now, on hearing the exhaustive speech of the Hon’h':
over, I am convinced that the advantages of economy are counterbalanced by
the disadvantage incidental to the present arrangement for division of
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profits. For a proper elucidation of this point a detailed and exhaustive analysis
of the whole position would of course be necessary, such as a body of experts,
working jointly with the Railway Board, alone can undertake. And this I
confidently hope Government will take in hand at an early date.

« Apart from the commercial and business aspect of the question, there are
facots which would make one pause in his advocacy of management by Companies.
The firss and most foremost of course is the one relating to the differential
treatment as Tegards rates -on these Company-managed lines of internal and
sea-borne commerce, to which the Hon’ble Mover has referred. The general
complaint among merchants conneocted with the inland trade is that the
schedule of freights on these lines for exports and foreign imports is much
higher than the schedule for yoods moved from one part of the country to
another; or to be more precise, the rates inland from seaport towns are
generally lower than between two intermediate stations. I am quite prepared
to concede that, in cases where goods have to be tramshipped at a junotion
station, an extra charge for handling is fairr But making every allowance
it is difficult to believe that the higher rates are unavoidable. 'We have
every right to insist that both external and internal trade should receive
one and the same freatment on our railways, and all distinctions in favour
of the former should.be removed. B8pecial facilities for the internal trade
may perhaps be justified in principle ; but no prianciple will sanction the
imposition upon it of particularly onerous terms and conditions. Govern-
meant might possibly sicceed in enforcing a fairer adjustment of rates, but it
is doubiful if, without State managemeat, perfect equality of conditions for
the two branches of the trade could be secured.

“I'hen there is another fact of serious im nce conneoted with
management by Oompanies. Public opinion in India is ripe for a large
expansion of feeder railways by Oompanies formed by Indians oz by
firms doing business in the country. The recent revision by the Becretary
of Btate of the Branch Line - terms testified to tho oarnest desire of
Government to encourage the people. But it appears that under some arrange-
ment between the big Companies and Government, these Compacies have
a powerful voice as regards sandtion of schemes of feeder lines. They are
only fractional owners of the railway systems, and yet with them lies the final
say whether a proposed feeder line to a iarticular railway should be contructed
.ornot This is wrong. Messrs. Killick, Nixon and Oompany, for instance,
had some time ago two schemes—Nadiad to Kapadvanj and Godhra to Luna-
vada—connecting the Bombay, Baroia and Central India Railway with
the interior. 'The Government of India sanotioned them, but the
British Company raised diffioulties in the matter of ¢ Rebate Terms.’
The assistance required was, however, granted outof the general revenues.
But everybody would not be so fortunate. The control is practically now.
in the hands of these British Companies who are expected shortly to
appear in the field as competifors for the construction of feeder railways
also. This situation is intolerabls, and should there be no means of taking
away this control from these Companies, that will be reason enough for
the State to overhaul the whole systewn and to assume the management
itself. 1If the systemn cannot be mended, the drastic alternative of ending
it will have to be adopted, however inconvenient the course may be in
other ways. Thereis undoubtedly a case for inquiry, and the time has

come when a definite policy withregard to railway management should be
enunciated by Government. I accordingly support the resolution.”

The Hon'’blo Sir 1igadhar Chitnavis:—“8ir, I beg to sup-

port the resolution so ably moved by the Hon’ble S8ir Ibrahim Rahimtoola. I
ave more than once expressed ‘ my - views about the comparative merits of
-Btate management - management by Companies of these railways, and I
still hold the view that the former has certain disadvantages from which the
latter is free. Broadly speaking, it is a question of balance of advantage. Both
managements have certain points in favour of them, but the main issue is, on
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which side lies the greater advantage. I have always been of opinion that State
management is less economical under existing conditions. It may, however, be
that the present disadvantages of this management will in future be considerably
minimised. If they are, I would certainly prefer that to management by Com-
ganies. The question has to be decided one way or the other by Government with

ue regard to the interests of the Indian public. But as the time is coming
on for a general renewal or revision of contracts, discussion at the present time
is welcome. I feel certain Government will settle their future policy of
Railway management on the broad grounds of public advantage and efficiency
at a minimum of cost. The war will perhaps introduce for a good long time
new conditions in Railway finance. This may involve the raising of increased
capital under more difficult circumstances, and also an increase of activities
on the part of Government in tindertaking new lines without unnecessay delay.
What they will be it will be idle to guess now. We must await developments,
and when we reach again a settled state, Government will undoubtedly proceed
to reconsider the whole position, and to decide upon a policy which will be
cpnducive to the best interests of the country. Whatever arrangement is
decided upon, greater liberty of action to the Government on the spot is
essentially necessary. It will reduce unnecessary correspondence and erable
people here to reach the authorities much more easily than if the central seat
of Railway management under this dual control were so far away as in London.
If management by Companiesis ultimately decided upon, Government will
necessalily consider and enforce improvement in the conditions. The presence
of the Hon’'ble 8ir Henry Burt at the head of Railway affairs at the time of
the final settlement of Government policy would have been a great help.
He has, throughout his long official career, been watchful of Indian interests,
and has worked hard to promote them. But he is leaving India, and may be
succeeded by an officer of conspicuous ab.lity and large experience. I am
sure these interests will be safe in the Hon’ble Mr. Gillau’s hands if he
succeeds to the post. As the resolution presses forward a consideration of the
settlement of railway policy only, there is nothing to object to in it, and I

support it.”’

The Hon’ble Mr. Marshall Reid:—*“ Sir, I have listened with
the greatest interest to the very able speech of my hon’ble friend. I fancy
his object has been mainly to provide us with an interesting academic discussion
in what is necessarily a rather dull session: my reason for thinking so is that
he has enunoiated a principle directly contrary to that which he stated, and
with which I'agreed, on Monday. He then stated that it was not desirable
that the Government of India should involve itself in the details of commercial
and other undertakings | He now proposes that the Government of India should
involve itself in an enormous undertaking. I am glad to see my hon’ble friend
Mr. Olark is looking & little happier than he might be under these conditions :
from this I gather that it is not his intention to leave to his successors what

would be a most terrible burden.

“ Now, Sir, the resolution as worded presupposes that there is no Government
control : I have been in this country some 27 yesrs, .and from railway men
I have heard nothing but complaints of Government control and interference
with private Companies. I know it is not nearly so bad as it was, but it still
oxists and we hear of it frequently in public speoches at Chambers of
OCommerce and other such places. .

“ My main objection to the principle here enunciated is that it reverses
one very important principle, namely, decentralization. My hon’ble friend’s
proposal, instead of spreading out responsibility and general control, aims at
bringing it all into one place, where Hon'ble Members and many of the

ublic, apparently, will come in and take their part. My seconq ob;ectl_qn is
that it is adding a great deal of reponsibility to a Department which is already
overburdened with work of a very varied nature. My third, and I think-a very
important objection, is that it aims at reducing the power and the initiative
of the managers who are primarily responsible for controlling railways.
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“ Company management is not, of course, perfect, but I think, on the
whole, it is possibly rather more so than State management, and I should like
to see the objeot aimed at rather to improve the system of Company
management than to introduce what I feel to be the disabilities of Govern-
ment control. I presume it is not suggested that one individual could
possibly personally control all the railw?s in India: the question therefore
18 how best to secure decentralization and efficivncy. To get the best out of
individuals and out of corporations it is desirable to create an esprit de corps
and enthusiasm for the. service to which they belong, and managers should
have & free hand ~to enable them to produce and ocarry out original
and good iork and they should be ciently long and sufficiently per-
manently in their posts t60 enable them to complete important works which
they have undertaken. These, I think, come much more through Company
management than through Government control : they may to some extent
be present under Government management, but it is undoubtedly the ocase
that State railway managers are transferred from one place to another and
they do not know when they are going to beso transferred ; therefore, they
have not the same inducement to build up and carry out important and
original works as Company managers have. I have said that Company control
is not perfect, but I think it is more caloulated than Btate control to get the
best out of things: Oompany management would be more effective if some of
the restrictions which are now placed on it were removed and if managors were
also mare free from the control of their Boards at Home in matters of detail.

Presumably a railway manager, like other managers, is appointed because he is
at the top of his ession, and he is absolutely trusted. that is 8o, surely
a or a Government should place the utmost reliance in and give

the utmost power - to the man on the spot whom they have appointed
because they think he is the bestmanap Home Boaids arel:'zlotllibla
because of the experience, among other things, of those who form these
Boards: they naturally should be consulted and should deal with all important
maiters of policy and other large questions; and no doubt they are exoceed-
ingly useful in that they are in touch with the largest money market in the
world, and they also are able to get into close touch with the Hrme Govern-
nient : but I should be inclined to reverse the present position as between the
railway managers and the Company Boards. stead of limiting the control
of railway managers, I should be inclined to limit and confine the control
of the Home Boards to vital matters and to large questions; I should leave
details and ordinary routine work fo the general management of the man on the
spot who has been appoin‘>d because he 18 supposed to be capabie of carrying
out his work : if he prove not to be capable of doing so, then the simple
solution would be to romove him and to replace him by another.:

“My hon’ble friend's proposal that railway companies should gradually
be eliminated with a view to Btate control seems to me to remove a very import-
ant incentive to Karogress, namely, healthy competition between two separate
entities. What he ¢ -id with reference to the Muttra-Aligarh railway is, in
my opinion, perfectly correot: we in Bombay, during my considerable
experience, have several fimes had to press on Government tho necessity of
constructing and extending certain lines: we have had to wait very often a
great- number of years, but I do not remember any line which we have

elieved to be necessary that we have not in the end succeeded in getting. I
feel perfectly confident that in good time—perhaps in a good long time—we
ghall, in the matter of the Muttra-Aligarh line, also achieve our object.

“ With these remarks, I should like to say that I do not desire to support
the reeolPt-ion which is now before us.

. The Hon’ble Mr. Abbott :—“8ir, I rise to o this resolution.
1 feel that “if%it 2is" sccepled, competition will be kill .Por:cal tape will rule.
. Companies are ad & riile open to be convinced that the minimum ratos should
be irtroduced in cerfain cases 1 have mot found Btate-managed railways
equally so. Heads of Statc-managed railways are usually Royal Enginenr
Oﬁicer?, continually being transferred to other lines, to military duties. or sent



RESOLUTION RE STATE MANAGEMENT OF RAILWAYS. 581
[ 24te Marom, 1916.] [ M. Abbott ; Mr. Setalvad.]

off suddenly on field service. . We cannot expect men under such conditjons
to be commercial experts. We must have commercial experts managing
railways. ‘'What State railways are better or equally as well managed as the
Great Indian Peninsula, the East Indian Railway or the Bengal Nagpur
Railway? I feel that this will be a blow to private enterprise, and I hope
that Chambers of Commerce will be consulted.’’

The Hon'ble Mr. Setalvad :—8ir, it is with great hesitation
that I venture to take part in this debate, because I am not a business man,
I am not a man connected with commerce_and do not claim to have that
experience which both my Hon’ble friends * on my right and left have. But
I venture to offer a few remarks on this question that strike me as relevant.
Following closely and with great interest the speech of my Hon’ble friend
Bir Ibrahim, so far as I can gather, his complaint against the present system
was that the Companies who are in charge of the management of these railways
appropriate a good amount in the shape of their share of tbe profits, and he
suggested that if Company management was done a+-ay with and State manage-
ment substituted in its place this amount would accrue to the State That
seemed to me to be the main groand of his proposition. No doubt he brought
in other heads of argument, namely, the present disadvantages of different
Companies Working different railways—resulting in what are called the block
rates, and other disadvantages to trade that he pointed out. But, so far as
those disadvantages are concerned, I do not think that those difficulties are
insuperable. Even, at present, Government have no doubi certain powers
of control over these Companies, and those matters which affect trade adversely
in the manner my friend has pointed out can certainly be dealt with by the
State, and measures taken for their removal. If that is 8o, really it comes back
again to the first point that my Hon’ble friend tried to make, nameiy, that a
share of the profits, representing very large amounts, go to these Companies
which could well be earned by the State. True, at first sight, that does appear
to be so, but what strikes a layman like myself is this, that the management
of railways or of any commercial venture by a department of the State can
never be so economical or so efficient as management by Companies having
a direct interest in the profits. And I should not be surprised to find, if it ever
happened that the State undertook the management of these railways, that the
profits dwindled, and that even after saving the present share of profits taken
by the Companies, the State did ultimately in the result not make more than
what is made by it under the present system.

“ But besides that, what I do feel, Mr. Chairman, is that you can never
have the enthusiasm, as my Hon’ble friend Mr. Marshall Reid said, imparted to a
Government Department, that is shown in the management of these Companies.
The great solicitude that the Companies have to show for the convenience of

assengers, for the convenience of their customers, in order to serve them

etter day after day, is not a spirit that you can infuse int- a State- Depart-
ment that works under ordinary routine rules, and that has no direct living
interest in the success of the venture such as a Company and its employees have.
Therefore, speaking as a layman, it does strike me, Mr. Chairman, that you
cannot have an efficient economical or progressive management of railways by
a S:ate Department, and that the better course is, to my mind, to pursue the
present policy, by which the managemcnt is vested in Companies who have a
direct interest in making their services so acceptable to the public as to bring
in every year more and more profits.

“ As regards the other disadvantages, as I have pointed out, they can and
should, in public interest, be dealt with and removed by proper State control or
intervention. Taking this view, I for one im not in favour of the substitution
of State management in place of the present systemn. As I said, I intervene
in this debate with great hesitation because I cannot claim to have that great
business experience which my Hon’ble {riend Bir Ibrahim has, but it does

® The Hon'ble Sir Ibrahim Rahimtoola pnd the Hon'ble Mr. Marshall Reid,
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strike me, considering the matter in a logical way and judging ‘it by common
sense and general experience, that the substitution of State Agenoy as sugg

by him may not prove successful or desirable. But I understand that all that
his proposition seeks at this stage is that Government should give consideration

to his suggestion.”

The Hon’ble Mr. Ghusnavi :—*“8Bir, I think we have all listened
with very great intcrest to the speech which my friend 8ir Ibrahim Rahim-

toola has made at the time he moved his resolution, and I desire to congratu-
late him particularly on the manner in which he was able to marshall out his
facts in the time at his disposal, particularly as he is unfortunately suffering
from slight ill-health.

*“ Now, 8Sir, there is & Member of this Council whose genial presence we
miss to-day and whose wit and repartee have not resounded in this Coundil
Chamber this session—I megn the Hon’ble Mr. Vijiaraghavachariar. Mr.
Vijiaraghavachariar was also very much interested in the question of railways,
and last year he also moved a certain resolution, not quite of the same nature
as the present one, though a certain portion of it had the same effect as the
present resolution. His resolution I would point out was more in the nature
of a mandate. He wanted the Government to straightway aPpoint a Oom-
mission to inquire into the whole question, whereas the rcsolution which my
friend the Hon’ble 8ir Ibrahim Rahimtoola has moved merely urges that.
the question of the future policy with regard to railway maunagement may be
considered. ~

“ Well, Sir, thisis a very large question and I venture to think that
there may be something to be said against it, but there is a good deal also
to be said in favour of it. I should hike, with your permission, Sir, to draw
the attention of this Council to some of the salient points in the history
of railway development in India. Between 1350 and 1869 the first
railways constructed in India were built by Oompanies under contract
with Government, which guaranteed to them a ed interest on the
capital. They were also given, by the Government, land free of charge, and
under the terms of those contracts the Government reservel to itself the
power to purchase those lines at the end of 35 ot 60 years. Now, as early as
1853, Lorg Dalhousie, however, laid down the principle that the maintenance
and ocontrol of the railway system should in the hands of the State.
This resulted cventually in the B8tate constructing and managing all
railways between the years 1869 and 1879 until, I think, the time of“ Lord
Rioon. From 188v up to the present time, owing to ‘various ocircumstances
over which the Governmeczt of India had no control, construction and man
ment of railways have been carried on partly by the State and partlya%ey.
Companies with capital raised partly by Government and partly by Companies,
the result being that some of the most important lines, such as the Eastern
Bengal, North Western and the Oudh and RBohilkhand Railways are managed
and owned entirely by Government, whereas the only lines of magnitude not
owned by Government are the Bouthern Punjab, the Bengal and North
Western Railways. The rest are nearly almost owned by Government and
managed by Companies. Therefore, as m{v friend the Hon’ble Bir Ibrahim
Rahimtoola very orciblzdpointed out, out of a total of about 25,000 miles, 6,800
miles are already worked and managed Ly the State. And thus it will be
seeni that the net result has been that the greater part of the railways
already belongs to the State. .

- Looking at the financial side of the question, we see that out of a total
outlay, up to 19132, of a sum of 352 millions, Government have already found
means to provide 334 millions and the Managing Companies only 18 millions.
It.. seems {0 me, therefors, that it is only a question of finding the remaining 18
millions to enable thp,,Government.pmtica?ly to own all the railways. The

“disadvantages - of - management by Oompanies under these ciroumstances
aro primarily findncial loss to the State and therefore to the tax-payer.
There are other serious disadvantages in the system. Having regard to
the costs in the vorking of Indian railways, the rates are certainly
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.
ve? excessive compared to those of other countries, and therefore local tiade
suffers. This again, bas been very effectively pointed oui by the Hon’ble
Mover. The principle which guides Railway Companies in managing their
lines appears to be a question of making the greatest profits without due
regard to the broader policy, namely, the convenience and welfare of the
public. One instance will suffice, namely, the condition of third-class passen-
‘gers and third-class carriages. I do not desire to detain the Oouncil by giving
a description of what prevails as regards third-class carriages and third-class
passengers, because I find that my friend, to whom I have already referred—I
mean the Hon’ble Mr. Vijiaraghavachariar—dealt very exhaustively with
the subject, and painted in vivid colours the state of things which prevails.
In other countries of the world,—England, France, Italy,—third-class carriages
- are patronised by almost everybody, and they are very well managed ; but
_ unfortunately in India third-class passengers are put to the greatest hardship.

“Then again, Bir, there is the question of the employment of Indians. I
find that out of a total of something like 58,900 employees, including both
those on the railways managed by the State as well as those managed by the
Oompanies, there are altogether 57,000 odd Ipdians; but these Indians are
mostly in the lower grades of service. In the higher grades the number of
.. Indians I feel certain is comparatively small. .

. “ Therefore, generally speaking, the objection to State management can
“be summed up by saying that as the controlling agency and the central autho-
‘ rity seem to be divided between the Government of India here and the Board
of Directors of the managing Companies in London, this dual control stands
in the way of progress, and is a distinct disadvantage both to Government
and to the people; whereas if the entire control and management had been
centred in the State the people of the country would have had much greater
chance of getting their grievances redressed b{ approaching Government, as
Government is always amenable, I hope, to public opinion in this country.
We are not very much concerned with feedor lines and branch lines. They
are certainly on a different footing and Government can well deal with them
a8 they think best. Again, the question of the supply of capital ¢..d the aid
received from Oompanies I certainly regard as a myth. My friend the Hon’ble
Mr. Abbott has pointed out the fact that if the management of railways was
taken over by the Btate, competition will be killed. In that connection I
would only like to say that, as far as I have been able {o understand from what
has fallen from my friend the Hon’ble Sir Ibrahim Rahimtoola, he only meant
that the management of trunk lines should be taken over by the State and
wishes to leave out the question of branch lines entirely ; there is no reason
why branch lines and feeder lines should not be made over to different Com-
panies and why healthy competition should not be encouraged. With these
few words, I have very great pleasure in according my hearty support to the
resolution which my friend the Hon’ble Sir Ibrahim Rahimtoola has moved.’

The Hon’ble Mr. Banerjee :—* 8ir, I am very much in the posi-
tion in which my Hon’ble friend Mr. Setalvad is; I am not a business man nora
railway man and I have not the smallest desire to intervene in this disoussion.
But, Sir, there is a distinct advantage in a Couiicil like this, where there are
Hon’ble Members who are experts and Hon’ble Members who are not
experts, there is a distinot advantage in the fact that technical considerations
can be judged from the large stand-point of common sense. I have listened
with great interest to the arguments for, and the arguments against, the
proposal of my Hon'ble friend, and I will say at once that I am in strong
sympathy with the resolution which bas been moved by him. It is in fact an
old resolution which was disoussed in this Council, and which I think met with
the general approval of the non-official Indian members of this Council. Mr.
Setalvad objeots to the resolution, I think, chiefly on the ground that economio
and progressive manageinent would not be ensured if Company management was
superseded by State managemocnt. Well I wholly dissent from this view. At
any rate it is & view which has not been tested. e have a large number of
railways vhich are managed by the State. We have the expression that the
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proof of the pudding isin the eating. What has been the oulcome of this
management ? Is the Government satisfied with it? Has the management
in these cases been progressive- and economical ? Has it come up to the
standard of expectations on the part of the Government? I am inclined to
think that the answer will be in the affirmative. At any rate we look
forward to an answer on this peint b‘i'ia:i’ given by the Hon’ble Member in
charge. If in the past State-managed railways have been conducted upon
rogressive and economio lines, if they have given a fair dividend, if they
gave not been a burden upon the State, we are entitled to ask the Government
to extend the sphere of Stdte operations in this direction. But my Hon'ble
friend has not met that point, which I regard as the strongest argument in
favour of the resolution which has been moved by Bir Ibrahim Rahimtoola.
8ir Ibrahim Rahimtoola complaiued of the large protfits which year after year
go to the pockets of the Companies. ‘I think he fixed it at about a crore of
rupees a year. My friend.Mr. Setalvad has nothing to say to that. What
about those profits ? 8hould they not go into the pockets of the Government
and the tax-payer rather than into the pockets of Companies located in England ?
‘What is the answer to this question ? I take my stand upon that crucial
position. Unless there are overwhelming reasons in favour of this drain of
public money I think we ought to stop it, and snch reasons have not been
stated in this Council. At any rate Mr. Setalvad bhas nothing whatever to say
to this argument. Therefore, unless we are compelled by the necessities of the
situation, by the exigenocies of administration, to put this large amount
of money year after year into the pockets of the Companies, I say that
State management must be preferred to Company management. . Then, Sir,
it has been suggted by my Hon’ble friend Mr. Marshall Reid that it would
be opposed to lprinci le of decentralisation. I am entirely in favour
of decentralisation. I th.mg: we: in this Council Chamber are all advoocates
of provincial autonomy. We all look forward to that consummation. No
Indian member would oppose :the development of the principle of decer-
tralisation. ' But I am convinced that the principle of decentralisation will
not be jeopardised by the acceptance of the resolution of my Hon'ble friend. I
think I can sug7est & means gut of it. You have these railways in different
provinces, Bengal, Bombay, Madras and so on. Why not place the administra-.
tion of these railways under the provincial Governments, which I think would
be much more ‘easible, having a central board to co-ordinate the administra-
tive agencies of ihe different Governments That would be deceatralisation
coupled with the exercise of central authority for the purposes of co-ordina-
tion. What Las my Hon’ble friend got to say to this? Then, Bir, another
argument brought forward by my Honble friend is that the department is
overburdened. Burely with the growth of administration every department
is over-burdered. am sure - my Hon’ble friends on the other side,
Members of the Executive Council, find their departments getting more
and more over-worked year after year, according to the growth of adminis-
trative exigencies. That is a fact, a permanent fact, which we must face year
after year. 'What is the obvious remedy? Strengthen the g&{nrbment. SBurely
a great schen.» of reform is ot to be postponed or sacrificed on account of
a ground, T do not wish to use the word disrespectfully, so flimsy as this. Then,
Bir, another argument which has been brought forward by my friend is, that the
manager ouglt to bave large powers of initiative. Surely the Government can
give these powers to the manage. on the spot quite to the same extent as the
Companies can. I will give a concrete instance. We have Colonel Browne,
Manager of the Eastern Bengal Btate Bailway, an admirable officcr ; I believe
he has got a large power of initiative; I do not think the Railway Board
nterferss with him - in:matters.of detail. Therefore, tested by the argu-
~‘ments on the other side, the propesition is unassailable and ought to be accepted.
.. Tested by the arzuments in favopr.of it tho proposition is of overwhelming
. cogency. State railways,» State .management, means management by. the
' Government. " Bir, year after ‘year, the Government is becoming more and
more national, year after year-our voice is becoming more and more potent 3
therefore within a'measurable distance of tiine State management will mean
management of railways by the people aud through the representatives of the
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people. That is what State management will ultimately imply. But perhaps
1t may be said that I am looking far ahead. Let.me confine my vision nearer
home. At present State management means a management more responsive
to public opinion than Company management can ever be. Btate manages
ment means a management which pays greater attention to the requirements
of the people than to the requirements of £ s. d. Therefore having regard
to these considerations, I do hope that Government will see their way to accept
this resolution. And what after all is the resolution? A most modest
resolution, requesting not that the Government should introduce any revolu-
tionary change all at once, but that it should consider the desirability of
what should be the future policy in regard to State railways.

“8ir, it is a very modest resoluti n, I think Government might accept it,
Government might consider the proposal, if Government finds that the
proposal should not be accepted, it may be rejected. But, surely, in view
of the fact that in 1919 and 1925 the leases of two Companies will expire,
the resolution raises & question of public policy that should be considered
and I hope and trust th:t the Hon’ble Member in charge of the Depart-
ment will be able to accept it.” .

The Hon'ble Mr. Rayaningar :—“ Sir, the question as to the
relative merits of BState management and management by Companies of
State-owned railways is not an easy question. We have to consider several
aspects of the question before we can solve it. To begin with we have to
determine whether frcm an administrative point of view the State can ocon-
veniently take over the management of all its 25,000 miles of railway. Besides,
there is the financial consideration. No doubt State management is in some
respects mora advantageous. As the Hon’ble Mover has pointed out if the
State takes up the management it oan secure to itself all the profits without
having had to share them with Companies. Sometimes we want preferential
rates, if the State has control over the working of its railways there will
be greater chance for such rates being allowed. These rates are necessary
for the economioc advancement and the development of agriculture in the
country. Under State management convenience of the travelling public will
be better attended to. If the management is in the hands of the State, public
convenience will be of primary considoration. Then, again, if the management
of the State railway is in the hands of the State, the State can directly deal
with complaints and suggestions for improvement. As it is, Government has to
refer them to the managing Companies. In many cases provincial Governments
have to approach the Companies through -the Government of India. The
procedure involves delay. If the management is in the hands of the State and
sorne of the powers of the Government of India bging delegated to provincial .
Governinents, small matterscould be dealt with on the spot and delay and corres-
pondence svoided. These are some of the apparent advantages. Do these advan-
tages outweigh the difficulties? It is a question for experts to answer, they
alone can say whether on the whole State management is advantageous or not.
What the resolution seeks is the comsideration of the policy of State manage-
ment. It cannot be said that the matter is not worth being considered. On
the other hand, in view of the fact that the perind of some of the contracts will
expire by 1919, I think an early consideration is necessary. With these
observations, Sir, I support the resolution.”

'‘"he Hon'ble Mr. Montcath :—* Sir, the question of State versus
Private management of Indian railways was unofficially before the commercial
ublic in 1907 when, as a Member of the Bengal Obamber of Commerce Com-
mittee, I remember that there were rumours of the transference of certain lines
from State to Private management. The subjeoct was one that had heen talked
about and was publicly brought up at the annual meeting of our Ohamber at
the end of that official year, early in 1908, when the Vice-President 8spoke in
favour of State management and was supported in a speech by Sir Ernest
Cable. I refer to this as I wish to say that these were personal opinions and
not those of the Chamber as it was known that comme:rcial views were divided.
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This latter was proved on a subsequent reference to the membership as a
result of which no action was deeme‘a neoessary in following up the proposals.
On the whole the feeling was that opinion tended distinotly in the direction of
rather relieving the (fovernment of the commercial part of its administration of
the railways. The late Mr. Thos Robertson, who came to India to study and
report on {ndian Railways, arrived at the conclusion that the disadvantages of
direct.State mansgement outweighed any advantages whioh it might possess.
He favoured the leasing of all our railways to Companies to work, giving his
reasons: firstly, that Government would be in a stronger position to watch
over the interests of the couufry and to hold the balance between contesting
parties ; and secondly, that the public would have the results from healthy
competition between different Companies. Tho question is a debatable omne
as we have seen from to-day’s speeches, and I do not propose attempting to
answer the many points raised by members, though I would like to ask
one question on e one brought forward by several speakers as to
the amount paid for home management. Is 1t supposed that Govern-
ment are going to work railways for nothing ? From opinions ﬁmvioual
gathered State management will cost more 1han Private control. en wi
regard to the suggestion of the Hon'ble Mr. Surendranath Banerjee that a
Central Board could be relieved through provincial management, I think that
if this system was introduced the tug of war over the Muttra-Aligarh exten-
sion would be jusi as great, if not greater than at present. The subject is
debatable and all T ask on behalf of our Chamber in Hengal ig that if it is to
be considered the matter should be made the subject of full reférence and inquiry
commercially. Meantime, I have no authority to give an opinion from the
Ohamber but for myself feel that the cutcome of any inguiry would involve
no great change in the present system, as in my opinion, subject to improve-
ments in details which we all recognise are possible, we are best as we are.
In principle we do not in these days seek centralisation, but rather decentralisa-
tion ; and on this ground I would not support any motion for change.”

The Hon'ble Pandit Madan Mohan Malaviya :—*Bir, there
is no doubt that the question raised by the resolution is a somewhat technioal one,
and it might well, as such, frighten off a layman from disoussing it. But it
seems to me, 8ir, that if the layman finds the money which experts experiment
with and sometimes waste, the representatives of laymar are entitled to bring to
the notice of the Government points which sffect the layman, é.e., the general
‘tax-payer. In dealing with the question, I will first take up the objections raised
by the Hon’ble Mr. Marshall Reid, the Hon’ble Mr. Abbott, and the Hon’ble
Mr. Monteath. The Hon’ble Mr. Monteath at one time seemed inolined not to
commit himself to any particular view, but in his conoluding remarks he, too,
distinctly showed himself in favour of leaviug things as they are. I was
surprised to hear the Hon'ble Mr. Marshall Reid characturise the discussion
raised by the Hon’ble Bir Ibrahim Rahimtoola as an academio discussion. I
cannot think of a discussion having a more practical bearing and importance
than the present one. 1 do not think that the mere ciroumstance that my
friend Bir Ibrahim Rahimtoola enunciated a principle to-day which the Hon’ble
Member Mr. Reid thought was in conflict with another which he had enunciat-
ed another day, affords sufficient warrant for such a remark as he has made.
Mr. Reid further s:id that Sir Tbrahim Rahimtoola’s remarks would appear to

resuppose that there is no Government control over railways at present.

do not think there was anything in the remarks of 8ir Ibrahim Rahimtoola
which would suggest that that was so. I thought he distinctly said, on the
con , that the Government did exercise a certain amount of control over
all Railways in the country through the Railway Board and in other ways.

“ But the most important objection taken by Mr Reid was that the resclu-
tion runs counter to the principle of decentralisation. I did not not know, Sir,
* that the Hon’ble Member was so deeply attached to the principle of decentralisas

tion, I thought he had only nt;a;éraotical business man’s regard for the principle
which was found to.be favourable to the business in hand at a particular
moment. At any rate there are some business men who answer that description.
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When we ask for decentralisation in matters of political administration, these

ood friends say : ‘ Decentralisation will lead to deterioration and inefliciency ;
1t will lead to a weakening of the central authority, which enforces cconomy
aod ensures efficiency.’ But when we ask that the State should managec the
railway lines by its own direct agency and not through Companies, the merits
of decentralisation are preached to us, and we are asked to continue to iaake
an annual sacrifice of a crore and more of the public money at its altar. Mr.
Reid admitted that the management by Companies did leave something to be
desired ; but he said that the fault lay in the restrictions that were imposed by
Government upon Railway Companies and inthe restraints that were imposed
by the Boards of those Companies upon the managers out here. Mr. Reid
would leave the man on the spot practically entirely free, except in certain
masortqnt matters of principle, which the Board might lay down. That would
lead, Bir, to a larger amount of public money being swallowed by these Com-
panies than is being done at present.

“The Hon’ble *Mr. Abbott complained that if the resolution were
accepted it would kill competition. Qompetition between whom ? Competi-
tion between persons whose sole concern is to make as much profits out of the
business as they can and who care for the inferests of the publio only in so far
as it affects the prosperity of their business. The Hon’ble Mr. Abbott also
urged that the Government will find it difficult to obtain the services of
commercial experts. Well, I wish my friend had made himself sure of his
facts before he made such a statement. He would then have found that it was
the State that supplied the largest number of commercial experts to the
Oom'fanies both in this country and even on the Boards of these Companies in
London. I will tell him something about it by and by.

“ This therefore is the position. The object of the resolution is to suggest
that the system of State manageinenf. of Railways should be extended as the
Government will thereby save a large sum of money which it pays at present
to Companies as net profits and the public will receive other benefits besides.
‘We all know that the railways have cost the people of India a tremendous
sum, nearly 600 orores, or £400 millions, has been invested up to this day
in railways. Up to 1900 railways did not yield a profit; from 1900 upwards
they have yielded a profit. True, last year, owing to the special exigencies of the
war, the profits came to ‘53 per cent, and they are estimatcd to be ‘32 per cent
only in the following year. But they have yielded better returns in previous
years and the sum total of the net profits they yield to us is not an insignificant
amount and there is every reason to think that if the Government takes up
the management of all the railways in its hands, the money invested can be
made to yield a much larger return. The Irrigation Department affords an
excellent illustration and argument. A large sum of public money has been
invested in it. That Department is entirely managed by State agency and if
yields the handsome profit of over 6 per cent. Railways have been largely
managed by the agency of Companies, and they have never given much
above 1 per cent of profit] I doubt nof, Sir, that if the management of all
State railways is taken up by the State, there will be a distinct and a large
gain in the sum total of our profits from them.

“ It was stated by one speaker that railways managed by Companies are
managed more cheaply than those managed by the State. That isnot so. IfI
had the time, I would show that the smaller percentage of working
expenses shown by some Company-managed lines is due to causes which cau
easily be explained. For instance, the East Indian Railway Company shows
a much smaller percentage of working expenses than the Oudh and Rohilkhand
Railway and the North-Western Railway. The reasons are that the Xast
Indian Railway has passed through better soil than the other two lines; and
owing to its comparative nearness to a port, has had greater facility in getting
materials for construction and equipment. Then the Xast Indian Railway
traverses the most densely populated parts of the country ; it has got a large
number of large towns and cities on the railway line; and thus commands both
a large passenger traffio and a la.ge goods tyaffic ; it has a port for both exports
and imports ; and has less haulage on account of up and down ftraffic. Its
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wagons carry grains to Calcutta, and bring back imported articles and coal,
and lastly, what is a most important thing, it has got coal-fields on the line.
For these 1reasons the working expenses on the East Indian Railway are
smaller than those on the othor lines. The Great Indian Peninsula, North-
Western Railway, and Oudh and Rohilkhand Railway have to carry coal from
muoch longer distances and on that one ground alone their working expenses
are verv largely increased. So far as regards working expenses. 1 will now
notice another argument which has been raised in favour of Company
management, namely, that the capital invested in the railways has been provided
by the Companies. . My friend, Sir Ibrahim Rahimtoola, has pointed out
that 93 per cent of the oapital invested in railways in India has
been provided by the Indian tax-payer, and only 7 per cent by the Oom-
panies. No one will question that this small fraction also can be easil
provided by the people, if the substance of the proposal before the Coun
commends itself to the Government of India.

* Then, 8ir, there is the question whether Government can command the
services of “men competent to manage these railways. The Hon’ble Mr.
Abbott has said, it cannot. In answer to that I would point out that at
" present the State trains a large number of the experts who work the railwa
which are managed by Companies. Look at the chief officers of those Com-
panies, their Agents, Engineers, Audifors, Traffic Managers, etc. A large
percentage of these officers are drawn by the Companies from men who have
been employed in the -first instance and often for a long time by the State.
Their services are 'aken either on loan or after resignation or retirement.
Take the Great Indian Peninsula Railway. We have Major Hepper there,
who was formerly employed by the Btate. Take the East Indian Railv;z,
its late Agent, gxe late 8ir W. R Dring, its present Chief Auditor, :
Marshall, won distinction in the service of the Government. and then trans-
ferred them to the Company. S8imilarly on the Madras Railway we find
Captain Magniac, as Officiating Agent, and Mr. P. C. Mole, as Ohief Auditor.
The Agent of the South Indian Bailway, Mr. A. Muirhead, till lately belonged
to the Oudh and BRohilkhand Railway. On the Bombay, Baroda and OCentral -
India Bailway, we find that the late Agent, Major Bhelly, the late Ohief
Auditor, Mr. Hoskyn, and the present Traffic Manager, Mr. Wood, were all
at one time in the service of the Biate. The late Agent of the Bengal .
Nagpur Railway, Mr. Manson, belonged formerly to the Oudh and Rohilkhand
Railway, and the late Auditor, Mr. B. Dinwoodie, was also fcrmerly a servant
of the Siate. So also Major Carew Bmyth, Agent of the Nizam’s Railway.

“ Even after retirement it is the men who have received their training and
acquired experience and distinciion in the service of the State that guide the
affairs of the Railway Companies. For instance, Colonel Bir William Bisset,
who held a responsible office under the Government is now the Chairinan of
the Bombay, Baroda and Central India Railway, the Madras and SBouthern
Mahratta Railway, and the Assam Bengal Railway Boards in London.
Sir Frederick Upcott, late President of the Railway Board, has joined the
Board of the Rast Indian Railway Company as Chuirman. Our late
colieague 8ir T B. Wynne, who retired about six months ago, as Vresident
of our Railway Board, and who was appointed by the Secretary of State,
Goveroment Director of Indian RBailways in l.ngland, {.e., to represent
~the Government of India in all the Boards of ilway Oompanies in
EBngland, has, it is stated in the papers, accepted the 3 ing Direotor-

~.ship of the Bengal Nagpur Railway Company! The Managing Direotor of

- the South Indian Railway, Mr. Neville E-‘iestley; was formerly a Traftlic
- - Manager on one of our Railways, and the Becretary to the Railway Board at
-7~ another time. I can give many more instances of this kind, but.l will not.
.- I have said enough to show that so far as expert knowledge and talent for
-y, busiaess is concerned;'the State has commanded it in a much larger measure
_.~.than any-Company.can command, and that it is high time that a system were
- -adopted by which the Indian tax-payer, and not the Company manager, should

receive the full henefit of the services of men who have been trained at his
“expense. : '
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“ We might now consider the advantages of Stalc management of Railways,
The first advantage would be the saving of a crore of rupees a year, the loss of
which I am sure the Hon’ble the Finance Member cannot look upon with com-
placence—not only the Finance Member, but I am sure no Member of the Gov-
ernment of India can conscientiously allow a crore of rupees to be given away year
after year as net profits to Railway Companuies, when that crore saved and spent
upon the education of the people can, in the course of a few years, change the
face of the country, by rescuing the people from 1he ignorance in which they
are steeped and the misery and helplessness to which they are consequently
exposed. That will be the certain initial gain. " But I claim that it the State
takes up the management of its railways from Companies the net profits
will steadily increase. Under the prevailing system, the working expenses
have been growing enormously ; under the system we advocate, they would,
we expect, besensibly cut down. There would be more economy generally,—
less expenditure, more economy and larger profits : this will be no mean
advantage.

* The second advantage would be to passengers. At present the interests of
passengers are not much cared for. The thirxgd-class .ate ought to be lowered.
It may be said that it is the lowest in the world. But labour also is cheapest
-of all the world in this country, and the people have contributed the money
which has been invested in the building up of the railways. The third-class fare
should be brought down to 1} pies per mile throughout. At present some Rail-
ways are quoting the maximum of 2} pies per mile. On every railway of
which the State takes up the management, the rates should be at once made
uniform and reasonably low. This will not involve loss to the State, but as the
post-card has increased the postal revenue reduced rates will lead to greater
traffic, aud therefore to a greater total income in the end.

“ Nor is the change advocated less peremptorily called for in the interests
of Trade. The need for it here is, if anything, greater. As my Hon’ble friend,
8ir Ibrahim Rahimtoola, has pointed out, there are differences in rates that
cannot be justified for a moment ; there is an absence of the right principle
in fixing them. Rates for raw exports ave more favourable than rates for
finished artioles; rates for foreign imports are more favourable than rates for
indigenous articles and for inter-provincial trade. The Council will be sur-
prised to hear that the rates for i mported wines and spirits are of the 1st class,
namely, ird of a pie per maund per mile, while the rate for Ganges water is of
the 4th class, namely $ths of a pie! Wines and spirits imported from abroad
are thus far more favoured under the present system than the holy water of the
Ganges, which the vast miliions of this country regard as a thing which every
human being will be blest to have a portiou of ! Then look at other rates.
The rates for ghee, an essential article of food for the people, and for oils,
are very heavy, while the rate for oil-seeds is very low. There is no doubt a
General Classification Committee which fixes rates, but notwithstanding that
there are these anomalies, and these would certainly be avoided and corrected
if the Government took over the management of all State railways in its own
hands and put an end to the competition between the various Companies.
There would be then no mercenary interests left which would rejoice in earning
large profits at the expense of the general public.

“ A third advantage to which I would invite attention will be a larger em-
ployment of Indians on the Railways. It is notorious that at present the
number of Indians who receive appointments on them in the higher grades is
very small. The QGovernment, I am thankful to say, have taken note of this fact,
and have done something to improve matters. I hope that improvement wiil
continue, but the present state of affairs is deplorable Not only is the number
of Indians employed very small, but the few that are employed do not receive
fair treatment. As an instance, I inay mention, that the Great Indian Penin-
sula Railway exchanges passes for Eurasian employés oi other railways with
its own, but it dces not issue exchaunge passes for Indian employés. Indians
therefore suffer doubly under the existing system. For all thesa reasons it
is necessary, Bir, that the question raised by the resolution should be seriously
{aken up and settled once for all in a states:.nanlike manner. '
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“ My Hon’ble friend Mr. Marshall Reid and some other members seemed
alarmed at the sugsestion that the Government of India should take up
more burdens of a commercial nature. The Government of India, Sir, of all the
Governments know of—and I know of a few—occupy a very peculiar position.
The Government of India are one of the biggest banking, trading, commercial
concerns known to mankind. They are a large business firm dealing in
different kinds of businesses. Take the Salt Department and the Irrigation
Department—these are very large departments. The Government have
managed them, and managed 4hem successfully too. Any department of
business which the Government have thought it proper to take up in their
hands, they have found men and money to manage them. And here in
the matter of the Railways the policy was laid down, as my friend Sir
Ibrahim Rahimtoola has pointed out, in 1880. The Government decided
then that the Government should buy up all the Railways from the Com-
panies as soon as possible, It had steadily carried out that policy. The
question raisel by the resolution is not that the State should become the
owner of the Railways, for that it already is, but that it should like the
management of its railways in its cwn hands. The time for it hascome. The
existing lease of the East Indian Railway will expire in 1919. If it is not to
be renewed, notice must be given to them in 1:17. I hope the Government
will decide to give them sach notice. The East Indian Railway Company
have earned enormous profits. They were given a present of 6§ millions when
the line was purchased by the Government. Of the 82 millions of capital, at
which the price of the line was fixed, 26 millions was paid in hard cash and
credit was given to the Company for over 6 millions as their share of the profit.
They are now receiving interest on that amount, and, over and above that, they
are receiving a good share of the net profits for working the railway. This
1ast should be saved to the people.

¢ Sir, some Hon’ble Members havesaid that, if the Government took up the
management of the railways, the working expenses would swallow up much of
the profits of which we have been talking. That is due to want of acquaintance
with the facts—"’

The Hon’ble the Vice-President :-—“ The Hon’ble Member has
already used up his time. I must ask him to draw his remarks quickly to a
close.”

’

The Hon’ble Pandit Madan Mohan Malaviya :—*“ I will,
Sir. A glance at the Financial Statement which was placed on the table yester-
day will show that what my friend the Hon’ble Sir Ibrahim Rahimtoola has his
eye upon is the net profits, which are leftiafter excluding all working expenses,
and after excluding all the interest payable on the amount invested in the
railways. They are net profits pure and simple, no deduction will have to be
made in them, if the Government should take up the management of the
railways in their hands. It will only mean that instead of allowing those
profits to go into the hands of the Companies who manage the railways from
London, they should be retained by the Government in their hands. The
Government of India are in an immensely better position to “manage the
railways, to protect and promote the interests of the public, both in the matter
of passenger traffic and trade, than Companies in London can ever be. I, there-
fore hope, Sir, that the resolution will commend itself to:the Hon’ble Member
for Commerce and Industry, and generally to the Government of India, and
that a decision will soon be arrived at laying down that when the existing
contracts expire, the State shall take over the management of the East Indian-
-Railway, and subsequently of the Great Indian Peninsula and other Railways.”

The Hon’ble Mr. Das :—*8ir, I had no intention of speaking
on this resolution, which, as the Hon’ble Mr. Banerjee said, is a very
simple one, if you look at the resolution as it is worded. The resolution
simply requests that the Governor General in Council will consider whether
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the policy that now exists with regard to the management of these railways
should continue in view of past experience on a review of the results of
the past management, or whether there should be a departure and a new
system should be introduced. If the resolution, as worded, is accepted, these
questions would have naturally to be decided and disoussed by men who
are experts in this liue. But the discussion has been drawn into a wider area
and opinions have been expressed on matters on which even a layman
feels inclined totake a part in the discussion The two or three Hon’ble
Members, the Hon’ble Mr. Reid and the Hon'ble Mr. Setalvad and the
Hon'ble Mr. Monteath who have spoken opposing the resolution, have said
(that is the Hon’ble Mr. Monteath and the Hon’ble Mr. Setalvad have said)
that they do not like to express any definite opinion as they are laymen. As
regards the Hon’ble Mr Reid, he says that the managing agency system
may be improved. 8o far as the opposition goes, nobody has given any definite
opinion to the effect that the present system has - been eminently successful
and should be continued. 8o noreason whatever has been shown as to why
the resolution as it stands, which is that it is desirable that the matter
should be reconsidered, should not be acceptgd. We have been referred to
questions of a very important character, and the matter has been viewed in the
light, as it were only of a question of commercial importance. I ask, Sir, is
the railway system in India to be managed merely on the grounds of profit
and loss? Is it actually a commercial business? Have the railways mno
other purpose to serve? We have been told that, to remove the present
systemn of management would kill competition. Is the management of the
railways in India to be thrown open to world competition P Kny managin
Company that undertakes to work it on the smallest percen o%
return, is such Company to be allowed to manage it? What would it be
if a German Company undertakes to work it on the cheapest lines?
Sir, mere financial considerations should not outweigh other considerations
for which it is the duty of the State to maintain railways. Managing

ncies are always influenced by commercial motives @ When we were
disoussing the Companies Bill, the Hon’ble Member in charge of Commerce
and Industry observed that managing agents sometimes might wuse their
influence to the detriment of those who are really interested in a Com-
pany, and we were told theu that he (Hon’ble Member for Commerce) had
received opinions to that effect. I do not know what his opinion with regard
to managing agents is now. If he has changed his opinion, I would congratu-
late the managing agents of railway Companies. At any rate, 8ir, a thing,
whatever it be, which Government has to maintain for the growth of prosperity
of a country, for strategic purposes and for other purposss of a very important
nature, should not be controlled by commercial influences or motives only.
The dominant motive ought to be something other than commercial. We have
had experience of commercial motives dominating over other more .important
motives in the oase of the East India Company, and we know how objects
which are of a nobler nature, which are more befitting the position of a
(Rovernment were sancrificed to commercial motives. In faot, anything
in which the people are interested, and in which the Government is interested,
should not be allowed to be controlled by commercial motives only.

“It has been said that to deprive the managing agents of the control of
these Oompanies would be subversive of the principle of decentralisation. As
far as I understand decentralisation, it means that there must be a central
authority, and delegation of the powers of that authority descends to other
subordinate authorities. What is sought here and was expressly advocated by
the Hon’ble Mr. Reid, was to inorease the power of the manager on the
spot, and to let the Home Board of Directors remain as it is. Where is
the central power of this present deceantralisation system ? Would this all
powerful manager be the central authority ? It so, why have this Home Board ?
Decentralisation :must have a central authority from which flows all authority
by means of delegaiion. _

‘“8ir, the supreme consideration which ought - to guide Government in

etermining the system of management for these lines ougbt to be the
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interests of the people. The Mover of the resolution has referred to certain
instances where the industrial intcrests of the people have suffered under the
present management, and we have managing agents who represent the com-
meroial interests c: another country of a foreign ocharaocter. hat guarantee
is there that we are not unwittingly being carried back to the days of the
East India Company ? '

“ As regards expenses and how it will be a saving, much has been said ;
therefore, I will not repeat them. Besides that, I am not sure when the

guillotine of the time-limit is likely to descend on me. With these remarks,
Sir, I support the resolution.” °

The Hon'ble Mr. Barua :—* 8ir, I must admit that in this matter
T am as much a layiman as many of my Hon'ble friends have admitted them-
selves to be ; and as a layman I will only speak a few words that strike me
as matters of common sense. * My Hon’ble friends Mr. Surendranath Banerjee
and others have very effectively answered all the objections which have been
advanced against the resolution and I endorse all their views.

“ The first point that strikes mv, Sir, is that it seems absurd on the face of
it that the Government should have so little control in the management of a
concern in which it pays more than 90 per cent of the outlay. The amount
of control which Government now has over the Company-managed railways
is really so insignificant that it can exercise very little power in their internal
administration. It can never have that effective control of affairs to which
as by far the major partner it is entitled to have. Bome of my friends
have Wd that GQovernment mmanagement will not be economical and
will 1 to loss, and others that Government will be in want of proper
experts. ents like these only prove the weakness of the cause tgay
advocate and have to be advanced only because there are none betier.
It is really little compliment to Government to t that it is a
wasteful uneconomical body, the body that is managing all the affairs of the
Indian Administration. To say that b{ taking over railways into its own
hands it will by its wonted want of economy make them a burden on the
people is to cast a reflection that Government has been wasting our money
mn all that it is doing and has been a burden to the people rather than a .hel .
This is, I am afraid, too sweeping a remark which very few of my friends
will be prepared to accept. As regards finding experts also I cannot believe
that the powers of theé Government will not equal or even excel the powers of
the Companies. I hope the Government will not be in any difficulty about
getting edlfom of the best of experts and any number of them that may be
requir
“ Another thing which the Hon’ble Mr. Malaviya pointed out and one
that caunot be ignored is the question of the employment of Indians both in
the upper and lower grades of the railway service. It is only proper that the
people who directly contribute to the maintenance and traffic of the railways
should have a f»'r field for employment in the railway service. For this it is
essential that the Provincial Governments should have an effective control
over the appointments available on the lines thal pass through their respective
Provinces. This will be possible only if the entire management rests with
Government and a process of centralization and decentralization is adopted as
in the case of other Government departments.

“ Further, the course suggested in the resolution is really no adoption of a

new policy or departure from any policy laidl down by Government. The
original agreements with the Companies to the effect that they would have
the leased for a certain period only and that after the expira.tion of that period
“the Government will have the right to take up the working of the lines ‘into
its own hands; by themselves indicate that the Government always conterplated

taking over the railways as soon as they had gonme through the earlier stages

of their development and allowed the Companies sufficient remuneration for

their trouble. en Government has found almost all the capital for tho

railways, it is unjust to the pecple as well as to the Government that
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such an important department should be left in the management of private
Companies perpetually, merely because they had contributed an insignificant
percentage of the outlay. '.l?lrae contracts with some of the Railways are
going to expire shortly ; and, as the Hon’ble Mover pointed out last year
and has repeated now, 1t is time that the question is brought pressingly forward
for the consideration of the Government. =~ The people want that the Govern-
ment should have the railway management in their hands ; they have greater
confidence in Government management than in Company management. And
I think the Government should make up its mind, in the interests of the
people and in response to their desire, to satisfy them by taking all railways
info itsown hands as contracts fall due. 'This will add to the coffers of the
State and the convenience and coniforts of the public. I trust the matter will
receive the favoarable consideration of the Government. I whole-heartedly
support the resolution as many of my friends have done.” ’

The Hon'ble Mr. Clark :— Sir, I trust that the Hon’ble Member
who bhas moved this resolution and those Hon’ble Members who have
supported it, will not think me lacking in coyrtesy if I make no attempt to
discuss in detail the complex question which has been raised, the question, that
is, of the rival meritsof Government or Private management of railways. If I
do not do so, it is not that I fail to appreciate the-great importance of the pro=
blem to Indian industry and commerce, but last year, as Council knows, there
was & debate on this same question, in the course of which I reviewed the main
factors on either side, and it would be a waste of the time of Council, if I were
now once more to go over the same ground. I explained then that it would
be entirely outside the scope of the debate, were 1 to offer personally or on
behalf of Government any opinion on the merits of the conflicting considera-
tiors which can be urge . on either side of the controversy, and it would be
equslly unsuitable if 1 .. ere to attempt to do so now.

“ At the same time I think I ought to offer some comments cn some of the
points which have been raised in the ocourse of wbat— I think we shall all
agree—has been a very interesting and very instructive debate. It was opened
by the very able speech of my Hon’ble friend 8ir Ibrahim Rahimioola. I
listened very carefully to it, and il seems to me that the questions which the
Hon’ble Member raised resolve themselves into two main questions of princi-
ple, firstly, should we work our raflways on competitive lines ? and secondly,
should our railways be run on commercial lines? I am aware the Hon'ble
Member did not specifically put the matter in that way. For instance, he
raised the question of block rates, and complained that there was harm
done to agrioulture and industry by the system through which one
Railway Company is enabled to charge a specially high rate for short
distances over its own railway in order to prevent goods getting on to
another line. Well, I will go so far s to agree that sometimes that
block-rate system may cause injury to agricultural interests. But block
rates are only one aspect of the competitive system and represent only one
side of the competitive systemn. Following the principle which I have just
cnunciated, I do not propose to say whether I regard the competitive system
to be better or the non-competitive system. But we must regard it as a whole,
and if there is that disadvantage, we must also realise that there are advan-
tages on the other side. It is owing to competition that the type of accommo-
dation has improved. One line competes with another and endeavours to give
better accommodation to passengers. And similarly :hey compete to get
traffic not only by block rates but by offering lower rates over long leads on
agricultural produce down to the ports and agriculture beunefits very markedly
thereby. On the whole question of rates it seems to me to be too readily
assumed that there can be no real control unless the State takes over the
railways. Of course that is not necessarily the case. If complaints are brought
to the Railway Board about rates now, we bring them to the notice of the
Adrinistrations and the Administrations approach them, I think, in a very
reasonable spirit. Also I may point out that it is not necessary for the State
to take over the whole of tho railways in order to get more control than we
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have at present. It is also conceivable that on the revision of the contracts, the
question may be taken up of giving Government a greater measure of ocontrol
over rates. Control over rates is conspiouously rigid in some countries where
the railways are not nationalised ; in no counfry in the world, for instancs, is
control stronger than in the United States ; and in Franoce also theve is very
close control over rates on private raillways as well as on .railways worked by
the State.

I will turn now to the other point, should our railways be run on a
commercial basis? The Hon'ble Bir Ibrahim raised this issue when he
referred to the possibility of using railways for the promotion and developmont
of our Indian trade. He skated over it, if I may say so, rather ingeniously,
for while urging that Government should give especially low rates for local
industries, he contended at the same time that to do so would not oost the
Slate any appreciable amount.” I do not think we can at all safely assume
that to be the case. It may'very easily costthe State a great deal. Af any
rate, we should be put into a state of complete unodrtainty as to our railway
revenue if we were onoe to admit that principlee We had an interesting
debate in this Council in 1912 on the question of the Railways’ methods of
fixing their tariffs. The question was raised by Sir Vithaldas Tgmkersey, and
while he complained of the existing management of railways in respeot of
rates, he admitted very freely that the difficulties arose from their being run
on a commercial basis. If you onoe decide that the railways are to be used
as a means of promoting and encouraging industry, you will have abandoned
that basis and it seems to me that you must be prepared for possibly a severe loss
in your revenue which will have to be made good in other ways. I think that
aspect of the case also becomes imp¢ t in conneoction with a further question
which was raiced by 8ir Ibrahim. He urged—and many other Members urged— .
that large economies could be made by abolishing the Companies and so avoiding
all expenses of Boards in London, etc., and by having one centralised administra-
tion. That maybe so: but if you take those two things together—the ceasing
to run railways ou the commerocial basis and the economy effected by abolishing
the Boards and other expenses in London, and set the one against the other, it
seems to me a quite possible thing, I won’t put .it at more than that—it seems
to me a quite possible thing that you may come out on the wrong side. We
have heard it urged this morning that railways should be run on very much
the opposite of a commercial basis. I can imagine the shudder that must
have run through my Hon’ble Colleague, the Finance Member, when he heard
the Hon’ble Mr. Burendranath Banerjee urging that they should be worked by
the people for the people, urging as he did last year, that Government in
managing railways should have a totally different object from a ccu:apany, in
managing railways—"’ :

The Hon’ble Mr. Banerjee :—* Not immediately, Sir;
aiane B ‘ rjee: imm y, 8ir; later on, I

Tke Hon’ble Mr. Clark :—“ At the present moment at any rate,
there is no difference. Our administration of State-worked lines is run on
the sawe lines as Company administration. It is run with a view to make a
profit. Bo far as we can, we endeavour to meet the requirements of new
industries, because it is part of the commercial working of railways to work

up a new industry with a view to getting more trafic later but
not gone beyond that. ) goLiing on, but we have

~_“Now, the present resolution merely recommends the Gover
in Council to cansider the desirability of t{)e future policy in ra;a.:l(‘l) ) tf)}e g;r:;
. railways being one of man?lgement by Government instead of by Companics.
It is a great pleasure to find myself in the fortunate, and I am afraid, not too
' common position, not only of being able to meet my Hon'ble friend’s wishes,
but even of having.-anticipated . them.:- Government has already with the
sanction of the Becretary of State, taken up an inquiry into this matter
especially in regard- to-the vital question of the comparative economy of the
two methods of working. I am very glad, therefore, to be able to accept the
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resolution. But in doing so I must 1fake it absolutely clear that we are only
considering the question of the relative efficiency of the two systems of
working Some Hon’ble Members seem to have thought that if Govern-
ment accept this resolution, they will be committed to the policy which
the Hon'ble Sir Ibrahim kahimtoola hopes will be the outcome of the
inquriy he advocates. That of course is not so; if it were so, I could
not possibly accept the resolution It must be understood that in accepting
this motion and in instituting the inquiries which we have instituted, the Govern-
ment of India are in no way committed as to the conclusions which they may
eventually form. WWe are merely comparing the respective results of the
~ existing working of the lines which are now managed by the State and of
" those which are now managed by Companies, and the sole cbject we have in
view is to collect the necessary data for forming a judgment on this question.
I should like to add in regard to what was said by the Hon’ble Mr. Monteath
that in any inquiries which we may make on the subject we shall certainly
consult Chambers of Commerce and other bodies in order to ascertain the
commercial view. I accept the resolution on th? terms, which I have explained.”

The Hon'ble Sir Ibrahim Rahim:oolg :—“8ir, I am indebted
to the Hon’ble Member for acoepting my resolution aud I trust that when the
‘question is considered, and before a final decision is reached, all sets of commer-
cial opinion in India will be consulted by Government; I understand that
that is the intention. I would have, under the circumstances, not troubled the
Council with any reply at all, but I hope, I will be permitted to say a few
words in regard to the criticism that has been offered by some of the non-official
members. I will frankly confess that I never expected the support of the
representatives of Ohambers of Commerce for the very lucid reason which the
Hon’ble Mr. Marshall Reid gave. He said ‘it will take time, but we will
have our way in the matter of the Muttra-Aligarh Section as we have always
had our way, with Government.” Sir, we cannot expect support from content-
el and self-satisfied people. I have brought forward this resolution in the
interests of the Indian tax-payers and I think the general concensus of
non-official opinion in this Oouncil must have convinced Government that
they regard it as a matter of great importance that the managemnent of
railways should vest in the State. Sir, I have only one more word to
say in conclusion, and that is with reference to the point that the railways
are worked on a commercial basis. No one disputes the fact that the
railways should be worked on -a commercial basis. What we object to
is that they should be worked purely on a commercial basis, irrespective of
every other consideration. All we ask is that in working on a soinmerocial
basis, care should be had to the economic and industrial interest of this
country. In the consideration of all these questions, I want that Gov-
ernment should bear prominently in mind not only the question of making
revenue out of a monopoly which they hold, but that in getting such revenue
they shall bestow careful consideration to the question of encouraging industries
in fndia and promoting the economic interests of the people of India; even
at the sacrifice of some portion of such revenue. I need not add that so long
as I am a member of this Oouncil I shall continue to press vigorously to
the notice of Government that India wants satisfactory measures to be adopted
for the promotion of the economic interests of this country.”

The resolution was put and adopted
Tho Council adjourned to Thursday, the 25th March, 1915.

W. H. VINOENT,

Secretary to the Qovernment of India,
Legislative Deparitment.
DRLEHI ;

The 29th March, 1915.
8. G P. 1., Delhi—No, 471 L. Ds-—1-4-15, ~750.
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