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"'-hat this House agrees with 
the 1!'ifty-first Report of the Busi-
l.ess Advisory Committee present-
.. 6 to the House on the 21st April, 
]960 subject to the modification 
that the time alotted to the Re-
presentation of the People 
(Amendment) Bill, 1960 be in-
(Teatled from 1 hour to 3 hours." 

The motion was adopted. 

12'1'7 hrs. 
"RESOLUTION RE: APPOINTM!:NT 

OF A COMMITTEE TO REVIEW 
llATE OF DIVIDEND PAYABLE 
IiY HAlLWAY UNDERTAKL.'\fG TO 
G;Jl:NERAL REVENUES. 

--,..I1l~ Minister of Railways (Shri 
.... 4agjivan Ram): Sir, I beg to move:-

"That this House resolves that: 

:1Ir. 

(i) A Parliamentary Committee 
consisting of 12 MerrLers of 
this House to be nomina'ed 
by the Speaker be appoint-
ed to review the rate ~f 
dividend which IS at present 
payable by the Railway 
undertaking to the General 
Revenues as well as other 
ancillary matters in con-
nection wi:h the Railway 
Finance vis-a-vis the Gen-
Pt"al Finance and 'llake re-
commendations thereon by 
the 30th November, 1960; 
and 

(ii) that this House recommends 
to the Rajya Sabha to agree 
to associate six Members 
from that Sabha with the 
Committee and ~o com-
municate the names of the 
Members so appointed to 
this House." A 

Speaker: Motion -ifI'Oved: 
"That this House resolves that: 

(i) A Parliamentary Committee 
consisting of 12 Membera of 
this HOUSe to be nominated. 
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by the Speaker be 3ppoint-
ed to review the rate of 
dividend which is at present 
payab e by the Rai~v:a,. 

undertaking to the General 
Revenues as welJ as o!her 
ancillary matters in con-
nection with the Railway 
Finance vis-a-vis the General 
Finance and make recom-
mendations thereon bv the 
30th November, 1960; 'mul 

(ij) that this House recomdnda 
to the Rajya Sabha to .. ~ee 
to associate six Memoera 
from 'hat Sabha with the 
Committee and to com_ 
municate the names of the 
Members so appointed to 
this House." 

Shri Naushir Bhnrucha. 
Shri Naushir Bharucha (East Khan-

desh): Sir, I haVe! given notice of an 
amendment; and I will explain the 
purpose of the amendment. My 
amendment is that in the Resolution, 
for the words--

"the Hallway undertakmg t.l tf1. 
General Revenues as well as other 
ancillary matters in connection 
with the Railway Finance." 
substitute: 

··the Railway lilld other publJe 
uti ity undertakings where Ibe 
capital is supplied by Government 
as weli as other ancillary mattera 
in connection with the finance 
(If such public utility undertak-
ings." 
Mr. Speaker: Order, order. I hay. 

ruled tha' amendment out of order. 
I have already communicated the 
matter to the hon. Member. We have 
this Railway Conven'ion Committee 
once in 5 years and this ConventioD 
fixes the rate of dividend to be paid 
and its recommendations are acted 
upon. But the hon. Member wants to 
iqclude other public undertakinp 
with Railways. That is an indepen-
dent matter altogether. 
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[Mr. Speaker] 
IIui Naashir Bbara.dta: I ;&ccept 

your ruling, Sir, But I would !ike 
to apeak on the proposition. 

Mr. Speaker: That he can do. 
8hri Naashir Bbarocba: So far as 

the Convention Committee of 1954 was 
coneerned, it has been my impression 
that the work done by it, with all due 
respect to the Committee, was not 
quite satisfactory. In fact, I may say 
that several of the important questioIl1l 
were completely sids-tracked bv ilie 
Convention Committee and it is my 
purpose to direct the attention of the 
House to certain problems which will 
confront the new Convention Com-
mittee and which require very car~

ful consideration. 
Sir, the Convention Committee has 

to decide what will be the contribut-
ion payable by Railways to the Gen-
eral Revenues, what will be the per-
centage of such contribution, its re-
lation to the capital-at-charge what 
will be the capital structure ~f Rail-
ways; the question relating to the 
allocation to Depreciation Fund and 
the principles on which 'iuch 
allo2ations are to be made; the qUe6-
tion~ of character of the Development 
Fund and the Revenue Reserve Fund, 
and the purposes for which these 
Funds can be used, the rate of return 
on new loans, the question of losses 
on strategic lines, the question of 
amortisation, and the basis for classify-
ing our projects as remunerative :>r un-
remunerative. These are some of the 
main problems which will come up 
before the committee and I regret to 
observe that the 1954 committee side-
tracked some of the most important 
ilsues which I have mentioned and I 
shall point out how these issues have 
been sidetracked and I hope that the 
Committee which you, Sir, are going to 
appoin.t nOW will look into them more 
earefully. Above all, the basic issue 
to the consideration of all these 
question9, namely, whether the rail- I 
way shall be regarded as a commercial 
concern or as a public utility concern 
with definite technical implicatioDJ 

Railwatls 
attached to it. These aspects &)eo 
have been left untouched. The time 
has now come when the railway fin-
ances must be placed on a sound 
footing. In the first place, there is 
some confusion of thought as can be 
seen from the Railway Convention 
Committee Report of 1954 in the 
matter of what is meant by a com-
mercial concern and what is meant by 
a public utility undertaking. As tar 
as the expression 'public utility under-
takings' is concerned, it has got cer-
tain definite technical meaning Uld I 
shall explain this as I proceed. 

In the tirst place, the Railway Con-
vention Committee of 1954 linked up 
the percentage of contribution payable 
to the general revenues to the capital-
at-charge. It has laid down that it 

\ is desirable that the contribution 
should be eXlJressed as a rate of the 
dividend ill terms of the percenta~ 
on the capital-at-charge and thE' 
amount paid annually through a fixed 
rate ot dividend inclusive of an 
element of interest. I submit that tlm 
basic recommendation is basically 
faulty. If we link the contribution 
payable to the revenues to the capital-
at-charge, the general revenues will 
be deprived of a legitimate share in 
the surplus of the railways and in the 
profits whiCh the railways make. Also 
the linking of the contribution to the 
capital-a-charge is indefensi-
ble, particularly in view of the 
fact that we have not laid down on 
what principles the structure of the 
capital-at-charge has to be deter-
mined. 

So, the next Convention Committee 
should focus its attention on the 
principles for the determination of 
the capital structure of the railways. 
Nobody exactly knows, tor instance, 
w?at is meant when the 1954 Com-
mIttee talked of over-capitalisation ill 
th~ r~ilways? It is necessary that the 
prmcIples for the determination of-
over-capitalisation should be Wd 
down. 
. Coming to the question of deprecia-

tion which is closely linked to the-
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Question of capital-at-charge, we find 
lhat the 11154 committee completely 
ignored the question of the prniciples 
on which depreciatIon has to be based. 
It will be observed that the committee 
recorrunended only a depreciation of 
about Rs. 35 crores. This determi-
nation of the amount of depreciation 
was completely arbitrary and com-
pletely hI violation of the well-
accepted regulations for the determina-
tion of the amount of depreciation. It 
ia true that the hon. Railway Minister 
himself felt that tne committee had 
erred on the side of too little deprecia-
tion and therefore decided to increase 
the depreciation from Rs. 35 crores 
to Rs. 45 Cl.·ore:l. My submission IS 
that even this amount of Its. 45 crores 
is totally inadequlite, apart from the 
fa(:t whether it is fixed on allY definite 
principles or not. Because, if we re-
collect that in the course of the Second 
Plan, the total expenditure on rail-
ways was to the tun!:! of .H.s. 1,125 
crores and we should bear in mind the 
fact that a good part of it would be 
capital-at-charge. Bearing in mind the 
fact that the existing capital-at-
charge is large enough, it will be 
found that Rs. 45 crores is too small 
a provision for depreciation. This 
depreciation of Rs. 45 crores is really 
intended to conceal the true condition 
of the railway finances whiC'h verges 
on bankruptcy because by reducing 
the depreciation to 20 crores they cau 
even show a surplus of Rs. 25 crores 
more. My OWn impres~ is tnat 
e~en if we fix the depreciation on 
the basis of the straightline method 
and if we limit this method only for 
replacements of worn out assets on 
the basis of original cost, even then 
this Rs. 45 crores would faU short. 
So, the Convention Committee should 
look into the depreciation policy and 
determine what should be the princi-
ple on which depreciation should be 
determined. I recommend that the 
Itraightline method which is widel,. 
used should be accepted. Added to 
that, there sh"ould be lOme additional 
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allowance made for the purpose of 
rehabilitation. This straighUine 
metnod has got" the advantage of 
simplicity and it will frequenU7 awid 
the revision of service life of asset&. 
I regret to observe that the last con-
vention committee did not app17 ita 
mind to the scientific principles and 
the new committee that is proposed to 
be appointed by yoU, Sir, should bear 
these facts in mind. 

I was shocked when i read the con-
vention committee report on the 
subject of amortization. The com-
mittee has observed that the amorti-
sation would eventually be of benefit 
to the railways and the users of trans-
port alike. They agreed with the 
Railway Board that the time was not 
ripe for amortisation and suggested 
that it should be taken up at the time 
of the next meeting of the convention. 
I am afraid that the commitee com-
pletely missed the meaning and the 
implication of "amortization". As 
applied in depreciation accounting," 
amortization is the method ot charging 
capital cost of an asset to operating 
expenses only after the service life of 
the asset has been terminated. For 
the lif~ of me, I cannot understand 
how this principle can at all be 
acccepted in the matter of railwa7" 
finances. Resort "to amortization is 
usually forced by the inadequacy of 
depreciation reserve to carry costs of 
retiring assets. But why should there 
be any shortage of depreciation 
reserve at all that you have to fall 
back upon amortization? Amortiza-
tion can only be justified in cases 
where as a result of obsolescence due 
to scientific inventions or otherwise 
unforeseen or premature retirement of 
assets has to be undertaken. Only in 
such cases can amortization be per-
mitted. I think this committee would 
deal with this matter very thoroughly. 

Coming to the development fund 
and the railway reserve fund, still we 
are groping in the dark. I do nat" 
understand yet what is the purpose of 
the development fund. Whether the 
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[Shri Naushir Bharucha] 
development fund is for the purpose 
of capital expenditure or it is for the 
purpose of major replacements, one 
,does not know. 

Now, I will take up the question 
relating to the opening of new lines 
where the capital-at-charge pays 
dividend at lesser rate. I submit that 
the concession given by the convention 
. committee, namely, that for a block 
·of five years the new line should not 
pay any contribution, has no justifica-
tion at all and that convention must 
go and the general revenues should no 
longer be deprived of this amount. 

MI'. Speaker: The hon. Member 
·expectll that within five years it will 
make enormous profits. 

Shri Naushir Bharucha: I am not 
saYlllg that, Sir. But what do the 
commercial comerns do? We do not 
give them relief from the payment of 
interest or other charges. 

Mr. Speaker: I believe in the 
income-tax law some concession is 
shown to new companies for five 
years. 

Shrl Naushir Bharucha: Sir, the 
railways do not pay income-tax. They 
.are not entitled to this concession. 

So far as the loss on &trategic lines 
.is concerned, I submit that this should 
be debited wholly to the Defence 
Budget. That is another way of 
hiding Defence expenditure. 

The main purpose of my speech is 
-to indicate that for nearly 12-13 years 
.after Independence, the most basic 
,question, l'elating to ,the railway 
ftnances remain to be defined on a 
·scientific baS1S. l'h.ere is no justifica-
tion for including all these concessions. 

Sir, every year that this Convention 
.exilots it deprives the general revenues 
. of its legitimate share of return on 
investment and It helps to create a 
'bigger back-log of accrued deprecia-
:&ion. It (;&nlouftages the true financial 

, 
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position of the Railways and makea 
correction and rectification of the 
financial position very difficult as time 
pa.;ses. 

While you, Sir, have been pleased 
to rule out of order, my amendment. 
not without justification, I do admit. 
but the fact remains that it is not on11 
tnP. Railways thnt his House has got 
to think of, but on similar lines we 
have to think about all undertakinga. 
'l'hey are all escaping payment of their 
legltimate contribution to the General 
H.evenues-the steel plants, the fertili-
ser plants, the penicillin plants and 
other:;. 

Mr. Speaker: 'I'he hon. Member 
may move a resolution saying that 
they are all worthless comniercial 
concerns, they must pay interest, the,. 
must pay a partlcular rate of dIvid-
end, they must pay income-tax etc. It 
is open to him to DrlDg forward a 
resolution lIke that. 

Shri Naushir Bharucha: I have 
gIven notice, Sir, or a No-day-,.et-
named motlOn. You have been plea .. 
en to admit it. 1 have said there that 
in all such concerns it is necessary to 
nrescribe tnt: tinancial J,lrincipies 10 
govern the capi tal structure, deprecia-
tion I':t.:. 

M.r. Speaker: It is not part of uu.. 
Shri Naushir Bharucha: Not part of 

thls. -Mr. Speaker: He ought not to J;nake 
a speech on what he is going to mo," 
hereafter. 

Shri Naushir Bharucha: 'rhat 1 will 
say later on. I am simply referrm« to 
1t just now. It is not only the :kail-
wayS who are escaping, all other com-
mercial concerns are doing the I&IIIe 
thing . 

Mr. Speaker: I am afraid' he. 
weakenmg his case. If, on the other 
band, he refers to some otber CQIl.-
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cerns, some other public undertakings 
where all these contributions are made 
to the Exchequer he would be 
'Strengthening his case. He is saying 
that all the other concerns also cio not 
pa). 

Shrl NausbJr Bharucha: What do the 
.teel plants pay? 

Mr. Speaker: Very good I shall 
(:all now Shri Vajpayet!. I thought 
5hri Bharucha would raise the point-
I do not want to create any new point 
-that whereas we do not create a 
separate Convention for the post 
olftces as to what they ought to contri-
bute-that is also both a commercial 
and public utility service-and we 
started this Convention long before 
the Constitution was passed, after the 
passing ot the Constitution all money 
must be kept in the Consolidated 
Fund. We~an, of course, discuss these 
matters in the Budget separately, in 
'compartments. it is only a question. of 
apportioning of time. I thought Shri 
Bharucha. with all the care that he 
is taking, would reter to the question 
whether after the adoption of the 
'Constitution we can have a Convention 
saying that we shall take only this, 
year after year the appropriation must 
not come straightaway, whether under 
the Constitution it is open at all to 
bave a Convention of this ldnd etc. 
1 do not want to cr~te !mY trouble 
(Interruption) . , 

Shri Naashlr Bbarucha: Sir, I must 
say that I have looked into the consti-
tutional aspect, and I am inclined to 
believe that so tar as the Constitution 
is concerned this Parliament as the 
supreme body can say that the Rail-
ways. will pay so much, the post. 
'Olftces will pay SO much etc. Tha.e 
:are all questions of policy. 

Mr. Speaker: Year after year we 
an say, but is it open to us to say 
for five years at a stretcb? 

Shri Nauhir BbarIWIa: It is a 
:matter of contract ~.the Gov-
-ernment and this department--an 
internal arrangement. 

111'. Speaker: Shri Vajpayee. 
~~ ~~) .J.al-4 
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'" ~ (il\'1<I+I$<) : ~ 
~, iru ~ ~ f1I;' q ~r ;rf ~fimr 
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~f1t; ~ ~ 'SIlG:f~Of ~~~ 'fiT~ 

'"" ~ ~'}.\f ctT f~ ~ t. ~ 
?;~ ~ ",~lir Cfi~iT 'Ff ;:tlflf ~ ~ 'f1n' 
t I ~qq1 ~t~~~C:1;J:r~~~ 
1IiT mf~ ffWffu ~ ~ W6'f t, 
~ ~ ~ <;mIT ~ flfi ~~~ ~ 
~ ~ il't~ '3fT lfi"i, 1T~ =t.frl{:t' 
iffT f~ ~'ii~ 'ti<: \~ t I ~ !fi~~ 
!fi=t, ~ ffi Cfi)t: lq'rqf~ if{f ~ m =t~~ 

~ ~ ~ ~~ ~, ~~r o111i 
t. ~!fiif F<!I"'I<ufI~ 3f~ ~ t fif; m 
~ ~ !RlqI!4ifl~ lffr '>IT< qr.., 
if m m ~~1I1 qR m ifq:qrf1:1if 
ctT ~f<N l'fl' if 'tiffr ~ ~, lIT ~ q-!:J'lqJ 
~ if m ~.ro1 ~~'l ~ 1:rn 
ifli~l.l!~I"1 ~, ~ ~ ifr ~f.Fa' !fi' iI'1'{{ 
t I f~ m~ 'tri l!iT;tc ~ \9~, ~o 
~ ~ ?:fT, f~q ~ y.¥.¥~ ~ 
~ ~~ W!{~ ltfr ~c lfi': f~ 
'f1n' m-< ~~ it; 'ffif ~ ~~, q: 
~ ~ . ~ t ~ ~qq. ifiT qr I ~~ qR a-t =tri 
~ ~~ if;q-q;:rr ~Prool ~ ~ ~ 
~ m flfit: ~r ~;ro;r ~<r.I{-ifif ~ 
~i~mcqi~ it;~ ~~:ft t 1 
~ f~ iRr ~ if 0f(T ~cft I sm: 
n;:;rq¥fc qi., ~ t . ...,..rr~ ~ I ~ 
~ if; ifi3\"C ~ar if 'tt =t~ Ji*t ;f 
~;ro;r ~W ~ J~ m ~~" ltfr iffir 
<fi(t t ~ ~ m mvr .qr il'ffi'lf J 
.~if1l;'~~tA;~ , ~df~ 
it "~ tR if qtflfl' '1if ~ffi', ffi;'(f 
1I\T ~ ~ ~ q (terr t Ai .fiJI'{ 
ttfirfi:~ m .hrcfir.r< ~f.m~ Ifi'f 
~~t ~ ~,m((ff~q.wqmq' 
fit;~IfII+lflll<4(ij ~fmr'R~4'T~~ 
~~~ltfr~~" Ilftmft 
lfiT ~ ~~Ai~.lIiTlf~ 
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lit ~!1if cr.r &IT.,. ~ijf t I ~ ~ 

WCI"II"C" ~ ~ ~ ~~ ~ 
if ~~.~ ~~, ~~ 
qr ~ fif;?;rr~, ~ ~ ~ 
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qi1' ~ ft;rIf ~ cii"~'-1' ~ 1l ~ ~ 
~,q~~"Ifr wmr~, ;;fr ~ 
.. ~ ~ 11l ~ ~ f.f; ~ ft:erfu ltiT 
~ ~cr.r~m;p;rr~~ ~ 
~~iPf~~,~~~ntiNif~ 
q ~~, W amr ttft '1ICij~lj'fldl t I 
Mr. Speaker: Shri T. B. Vittal Rao. 

Will not the report of the Conven-
tioJ). COlllJuittee come back to the 
Houo1lt!? 

,Shri ladtv .. Bam: Yes, Sir. 
Mr. Speaker: . Then we can have a 

&bsc-Ilsliion; of course, hon. Members 
can make suegestions now. 

Payable bll 
Railwat/8 

Sbri T. B. Vlttal Bao (Khammam): 
Mr. Speaker, Sir, when the han. 
Minister moved the resolution tor 
adoption by this House I thought he-
would be able to tell Us something' as. 
to how this Cunvention Committee's 
recommendations have worked during: 
the course of the last five years, whe-
ther he has bE'Cn able to implem~nt 
nIl the reconunendations made by the-
last Convention Committee, it he has 
been able tp implement what 'progress 
has been achieved, it he has not been 
able to implement the recommenda-
tions made what were the grounds etc. 
1\11 this information should have been 
given. Unfortunately, he just moved 
the resolution without giving these 
tacts. 

I might, Sir, straightaway point out 
one of the recommendatioos made b.y 
the Convention Com,nittee-Recom-
mendation No.3. With regard to :his 
even the Indian Railway Enquiry Com-
mittee went into the question of over-
capitalisation, and they said that 
Rs. 100 crores of over-capitalisation 
for which no tangible assets existed 
must either be written off or some-
thing should be done. The last Rail-
way Convention Committee also went. 
into this question. Sir, you were the 
Chairman of the last Railway Conven-
tion Committee, and the recommenda-
tionmade therein was: 

"The element of over-capitalisa-
tion should be precisely assessed 
by the Railway Board and on that 
portion of the loan capital, the 
Railways shall pay the dividend at 
the rate equivalent to the averag~ 
borrowing rate charged by tbt: 
Government of India to the ·conl-
mercial departments from year to 
year." 

I have been raising this question u 
to how far it has been implemented. 
For three years I pursued it, after th& 
report. They said that they were-
having !iome discussions with the Fin-
ance Ministry and that they hoped to-
finalise it. To what exient· it hu 
been ftnalised an« to what· exteat it 
has been done, I do not kno;.w. 
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Then there is another question 
which arises, and that is whether the 
railways should be run either purely 
as a public utility service or as a com-
mercial undertaking. If this question 
is decided, the point raised by my hon. 
friend Shri Naushir Bharucha whether 
the depreciation should be charged on 
a straight line basis or a vertical 
basis does not arise. First, let Us see 
how the railways have to fulfil certain 
tasks. If the railways arc to run 
purely as a public utility service, then 
certain things arise. If the railways 
are not nm as a public utility service, 
then we have to cOI1sid(!r the fact that 
the railways :ire carrying so many 
materials for the defence services and 
they do not pay the full price charged 
for them: they pay only certain con-
ce:;;;ionaJ charges and that 1'ador has 
to he taken into account. 

The railways have been carrying 
coal for a pretty long period of years 
at a rate which is Jess than the direct 
co,t of haulage. Why they should do 
so? It was done so that coal may be 
given to industries' in ordf'r that new 
f:-.ttorj"s may be set up. So, this C011-

ces:;ion wa~ specially given for the 
industria1i!lts of' our cOlmtry. Now, 
after giving all the3e conces~ions, the 
question of strategic railways arises. 
Though the loss in· the working of 
strategic railways is not much, at one 
time that was also a considerable 
amount. 11' we take all these factors 
into consideration, we will have to 
come to the conclusion that the rail-
wayS have to be run purely as a 
public utility service and not as a 
commercial undertaking. I hope the 
Convention Committee will recom-
mend again that the railways should 
be ~n purely as a public utility 
service. 

Mr. Speaker: Even then, is 
interest to be paid on the loans? 

not 

Shri T. B. Vittal Bao: It should 
be paid to some extent, whatever the 
Committee decides. 

Then I come to depreciation 
reserves. At one time We were pay-

Review Rate 
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ing only 1180th of the total capital 
investment. Then it was raised to 
1160th and subsequently an ad hoc 
amount was fixed which was Rs. 30 
crores per year. Subsequently, the 
last Convention Committee put it at 
Rs. 35 crores but the Minister al'bi-
trarily raised it to Rs. 45 crores. That 
means, that particular recommenda-
tion of the Convention Committee was 
not adhered to in practice. 

Om' welcome change in this matter 
is that the period of the Convention, 
the period for which it has to be in 
force, has been made to synchronise 
with the periOd of the Plan. That is 
a very welcome change. 

With regard to t.he rat.e of interest, 
1 have to say a few words. This 
dividend at the rat(' of four per cent. 
("uts into the development aspect of 
the whole railway problem, because, 
when they pay an int.erest at th,! rate 
of four per cent. the surplus that will 
bl' lpft will be less and when the 
~urplus is less, they will get very little 
accretion to the development fund. 
Therefore, the dcvelopm('nt works 
have to be curtailed on accowlt of the 
ratl' of interest. Having given to the 
general rev('nucs so many concessions 
like the military tariff rate and other 
concessions, why should we pay this 
four per ccnt. rate of interest? If it is 
possible, we should be able to reduce 
it to less than four per cent. I hope 
that the Convention Committee which 
will be appointed will give some 
thought to this aspect. 

An Hon. Member: They are not pay-
ing income-tax also. 

Shri T. B. Vlttal Rao: Yes; the 
railways arc not paying ineomc- tax. 
If it is' worked purely on a comnlC;',_;al 
basis, then you will realise how much 
the Defence Ministry will have to pay 
to the Railway Ministry and how 
much the industry will have to pay. I 
may cite one example here. The rail-
ways are carrying coal from Bihar and 
Bengal to South India. They are 
spending freight charges to the extent 
of Rs. 2 crores in addition. If the 
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[Shri T. B. Vittal Rao] 
industrialists are to get the coal 
carried by the railways, they are not 
to pay much, and the industrialists in 
the south are getting coal carried by 
the railways on freight charges which 
work to far less than the freight 
charges ry .,hips which will be higher 
othCl.''.·'lse. That way, the railways are 
put to an additional expenditure of 
Rs. 2 crores. That is counted a~ a 
sort of subsidy by the Government "f 
India, to the industries. So, that 
factor has also to be taken into consi-
deration. 

Thc'n the Railway Convention Com-
mitte(~ which is to be appointed should 
give serious thought to one aspect, 
namcly. whether the passenger fares 
an::! the railway freights could be 
rais('d during the period of five years. 
The railways influence the economy of 
our country. The railways are 
the lifelinc of l economy of 
thp country. TherE'fnre, it is very 
neccs,ary that this proposal should be 
considered, namely whether the 
freight charges and the passenger 
fare~ could be raised within the period 
of five years. I find that during the 
Jast p:'riod when thE' Convention was 
in fon:I'.-it was for a period of six 
years-the railway freights were 
raised twice or thrice and the passen-
ger fares were also raised. Further. a 
tax on passenger fares was also im-
posed. Even if there is an extra ex-
penditure involved like the increase 
in the price of coal and other things, 
I would earnestly suggest that we 
should draw a little from the revenue 
reserv{'s. We have built up a revenue 
reserve. If there is a little loss, and 
if we are not able to make it up, we 
could draw a little from the revenue 
reserve for a certain period. That 
ques+ion should also be gone into. The 
quest.ion that there should not be any 
freight increaSe or any increase in 
passenger fares during the period of 

,:the Convention should be gone into by 
the new Convention Committee. 

Thr"n I come to another aspect, and 
that i~ a~out the paying of interest on 
the capital investment on new con-
structions. 

Payable by 
Railways 

Mr. SPeaker: One Convention 
follows the other. Where is the inter-
regnum? If there is a need to increase 
the fares, where is the interregnum 
when the fares could be increased? 
One Convention follows closely the 
other one. If fares have to be 
increased at all, where is the time 
when they could be increased? I 
think the hon. Member wanted to say 
that the question of increasing the 
fares. in view of the Railway Conven-
tion and the allocation to various 
funds, may be discussed here and let 
thl-m come to the conclusion whether 
increase in farl's in the future is 
necessary or not. If thC'y say it is not 
necessary let it not be inert-ased. That 
is what the hon. Member wants. 

Shri T. B. Vittal Rao: Yl'S. They 
could wait for five years. Then I 
come to the que5tion of capital invest-
ment on new constructions. Thill 
question was worrying me for s:Jme-
time, and I have been giving to it 
some thought. Whenever we ask for 
dcvclopmE'ntal work, we are told that 
it is not remunerative. I do not know 
how and on what basis the calcula-
tions are made. The calculations are 
not given to us. The last Convention 
Committee went into this question 
vpry thoroughly and said that during 
the period of construction, the inter-
est shall not be paid, and during the 
period of five years following, they 
shall not pay interest, but that all 
these arrears of interest will be paid 
subsequently. 

Mr. Speaker: Only after working; 
after it starts. 

Shri T. B. Vittal Rao: Yes. Take a 
typical example; take the construction 
of the Khandwa-Hingoli railway link. 
It started in the year 1953. I am not 
aware and I do not know when thill 
link is going to be completed.. It wu 
originally scheduled to be completed 
by 1958. It went on to 1959 and now 
we are in 1960. I do not know when 
the whole line will be opened. I think 
a little more than half of the total 
mileage has been opened to traffic so 
far. It has gone on from 1953 to 1980. 
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about eight years. It will take five 
more years, making a total of thirteen 
years, and so to make up for the' 
arrears of all these thirteen years will 
be difficult. We should have a firm 
policy that during the period ot con-
struction we shall not pay any inter-
est on the capital and the payment of 
interest will start only after five years 
are over after the con!:truction. 

Then, again, to make up tor the 
expenditure that has been incurred on 
the new construction, a different policy 
has been laid down. Now on the new 
railway lines the charges will be on 
an inflated mileage basis. I tail to 
understand why a person has to be 
going on paying this inflated mileage, 
until what period we do not know. We 
do not know how long the inflated 
mileage will be charged on the new 
constructions. Therefore, a definite 
principle has to be laid down that 
during the period of construction no 
intere~t shall accrue to the len~ra] 

revenues. 

I may, in passing, refer to the con-
troversy that has arisen on the 
developmental work. A long article 
wag written by one of the correspon-
dents in The Hindu regarding new 
railway lines and the prospects in the 
Third Plan period. The Chief Minis-
ters of Andhra, Mysore, Madras and 
Kerala were dissatisfied that no new 
railway lines will be taken up during 
the Third Plan period. The corres-
pondent had given, from his own pOIni 
of view, so many examples as to how 
some unremunerative lines were taken 
up and remunerative lines were not 
taken up. Then there was a rejoinder 
from the Railway Board very 
recently about two or three 
days ago. I have read both 
the articles. I think the origina] 
article by the correspondent was more 
convincing. The reply that has been 
given by the Public Relations Offtcel 
of the Railway Board does not at alJ 
convince anybody, because the stand 
taken by the Rallway Board doe. Dot 
.eem to be tenable. 

ReVIew Rate 
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It is stated that during the Third 
Plan period only 1,200 miles of new 
construction will be taken up. During 
the Second Plan period a specific sum 
ef Rs. 66 crores was allocated for new 
constructions for a definite length of 
842 miles. Now we find that while 
the amount has been spent fully the 
new constructions have not come up 
to even 50 per cent. So, there ill 
loing to be a spill-over to the Third 
Plan from the Second Plan to the ex-
tent of 600 miles. Then, another 300 
miles have to be constructed for the 
tievelopment . ot the Dandakaranya 
project as also for transporting iron 
ere from Baladilla to the port for 
export to Japan. Another 300 miles 
have to be constructed for mineral 
cievelopment, making a total of 1,200 
miles. Therefore, during the Third 
Plan there is not going to be a single 
rail link all over the south. It the 
Planning Commission says that only 
1200 miles of lines can be constructed 
liuring the Third Plan, it comes to 
that, that in the south there would 
.ot be any new railway line. 

An Hon. Member. Not even doubl-
ing. 

Shri T. B. Vittal Rao: Then the 
selection of railway lines is not bem, 
tlone properly. 

Mr. Speaker: Is this the occasion to 
refcr to all that? I am also interested 
in the South. But am I to allow dis-
.ussion on t!lings which are not 
relevant now? 

I5hri T. B. Vitia. Rao: This discus-
sion relates to the development fund 
also. 

Hr. Speaker: That is all right. But 
what ought to be developed is not the 
subject matter of discussion here. We 
have here to decide how much is to 
1te paid to the general revenues. How 
allocations are to be made to the 
yarious funds and how the tunds are 
to be utilized, whether in the north 
er south, east or west, that is not a 
matter und".!r discussion here. The 
hon. Kember could have raised it 
during the discussion on the Demanda 
tor Grant. of the railways. 
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Shri T. B. Vittal BaD: I am saying 
that their finances are used like this. 

Mr. Speaker: But we cannot go into 
that question now. 

Shri T. B. Vittal BaD: Then it is 
all right. 

Mr. Speaker: We cannot refe!' to 
a particular line in the north or 
south in this debate. 

Shri T. B. Vittal Bao: I am not 
raiSing any I'outh and north contro-
versy. I am saying that in the south 
there would not be any development 
if they construct only 1,200 miles. I 
have not posed the problem between 
the north and south. 

Mr. Speaker: I am not accusing the 
hon. Member at all. But if I allow 
one hon. Member to refer to one parti-
cular line in the South, other hon. 
Members who arc interested in other 
lines will go on utilising this debate 
not for the purpose of showing what 
allocation has to be made, but for 
demanding what particular lines are 
to be opened up. I do not want that 
to happen. 

Sbri Rami Reddy: The half-an-
hour discussion was postponed twice. 
That is why he is referring to this. 

Mr. Speaker: I will try to look into 
it. 

Sbri T. B. Vittal BaD: Now we are 
Pt" ying a dividend of 4 per cent. 
Whether we should go in for loans 
for the development of railways at a 
higher rate of interest is the question. 
We are now taking loans from the 
World Bank at a very exorbitant rate 
of interest of 5-314 to 6 per cent. 
Then why are we restricting this 
dividend to 4 per cent. of the capital 
invested? Is it because the railways 
could pay only this much? In that 
connection, I would like to know whe-
ther taking loans from the World 
Bank at a higher rate of· interest like 
5 or 6 per cent. is advisable. I am 
told that some negotiations are. going 
on and they are going to be finalised 
Boon. I will ask the Minister ..... 

Mr. Speaker: I am afraid, that is 
also not relevant. Loans are taken at 
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a higher rate of interest, not because 
the Government or the railways are 
willing to pay more but because 
money is not available otherwise. 

Shri T. B. Vittal BaD: I hope the 
Convention Committee which is going 
to be appointed will go into all these 
questions thoroughly and see that a 
proper recommendation is made. 

Shri S. L. Sak'!lena (Maharajganj): 
The railways is the biggest nationa-
lised commercial undertaking and we 
are proud of it. But a criticism is 
made against the railways that 
although the amount invested on rail-
ways is about Rs. 1,500 crorcs the 
working of the railways does not 
bring profits which may be accruing 
if it were a private concern. I am all 
for nationalisation, I am all for includ-
ing all the key industries in the 
nationalisation programme. But I do 
want that our nationalised commercial 
undertakings are run more efficienetly 
and thl-~y should not be less d1kient 
than the private concerns. I:C a private 
capitalist says that if he were in 
charge of the railways he would bl> 
able to give the country double tht: 
amount of income that is being earned 
by the railways, then that is a slur on 
our Govcnment and its efficiency. 

My feeling is, that this undertaking 
is being run in a manner which does 
not give us the largest amount of 
benefit which it should, because the 
amount of wastage in the railways 
is too much. Actually, it should have 
shown a better result than private 
undertakings because on account of 
being a nationalised undertaking, it is 
free from income-tax. That is one 
advantage and reason why it should 
be more efficient. 

I had been to the Soviet Union, 
China and several European countries 
and I have seen how nationalised 
undertakings are working I have 
found that most of the money 
for planning in those countries 
comes from these undertakings. In 
fact, every factory there, every na-
tional concern there, gives a large 
amount of its income, which II ere.. 
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dited to tJhe new plans. A point wa~ 
raised by 8hri Vittal Rao that the 
makmg ,c! increased profits by these 
concerns does 1,Ot mean that they 
sl,ould contribute more to the national 
Exchequer. I think that" being 
the bigge~t national undertak-
ing in thc country, they !;hol.lld 
be ablc to give the bigge~t 

national dividend also. That dividend 
should be used for financing the PIar., 
(,,,en though it may be used for the 
betterment of the Railways them-
[elves. Rut there should be a very 
big income from the Railways to the 
Public Exchequer. 

13 hrs. 
What I feel is that the way in which 

!hey an' lIlan&eed docs no,: yield cl 
large aTllut.:ltt of income. One reason 
for this is that. If thc fi,nances of 1.he 
Railways were so divided that wc 
could see how much income has been 
from there, then I think we will be 
able to judge and will be able to know 
whether thcy are morc efficient or 
not. 

It has been ~aid that there is a loss 
on certain railways. Then that should 
be put down separately. The loss 
should go to the different departments. 
It is aIm said that they also give 
concessions to the industrialists. That 
also should be given separately. But 
as a business concern the Railways 
should tell us how much profits they 
have made. A concern with a capital 
of Rs. 1,500 crores should be able to 
give to the country a much higher 
yield than it is giving today. '.Dhere-
fore I personally feel that the present 
dividend of 4 per cent is not sufficient. 
The Railways being the biggest un-
dertaking must give much more in-
come. You yourself borrow money at 
ft per cent interest from the World 
Bank and you give only 4. per cent to 
the exchecluer. That I think is not 
good business. 

I can understand that Railways are 
and ShOl11d be a public utility under-
taking. But with all that is should be 
a more e1ftcient undertaking. That Is 

Railwalls 
'only possible when it is able to com. 
pete witJ~ the private sector on all 
fours. Let It have all tnose things 
also, but being a nationalised concern 
it will haVe many more advantages 
still. Then we shall be able to judge 
how much it can give us. A new con-
cern should therefore see that by giv-
ing some pampered treatment to the 
Railways we are not making them 
more inefficient. It should be a public 
utility concern. It should look to the 
primary interests of the people. But 
at the same time it so!1ould yield to the 
country revenues which could be uti-
lised for financing bigger and bigger 
national development plans. That 
money may be given to the Railways 
themselves so that we may not again 
borrow from the Fund etc. But it must 
be more efficient. 

I find many things where money is 
being w:lsted. In my own district of 
Gorakhpur there was a very fine tile 
floor in the first-class waiting room. 
All those tiles were broken open and 
the floor was made of mosaic. What is 
the use of that? Simply, some con-
tractor must find work and profits. 
Such things are being done in the Rail-
ways on a large scale. Similarly, in 
catering I have found poor contractors 
who used to earn enough but today 
when they made it their own con-
ern they are, losing. So this is a way 
of wasting money. 

t think if the Railways are made 
to pay income-tax and are also mad9 
to subscribe to other things as private 
concerns do, then we will be able to 
judge whether they are really work-
ing eftl.ciently or not. Then, the~ 
should be able to pay to the General 
Revenues the proper amount of inte-
rest or contribution which should b~ 
commensurate with the amount of in· 
vestment which is made there. 1 ~ 
pampered treatment to Kailways wnt 
not make them efficient. Let us, I 
think, look into that. 

Sbrl Acbar.. (Mangalore) : 'Mr. 
Speaker, Sir, I wish to make a few 
observations for the consideratiOn ot 
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[Shri Achar] 
for the consideration of our hon. 
Minister and for pressing those pleas 
before the Committee. The hon. 
Speaker just before me and other hon. 
J4eI'.~bers also have touched UPOn most 
.f tl>e important aspects but I would 
like to say about one or two aspects 
which I comider as most impor .. ant. 

The question whether the Railways 
.nould be considered as a utility ser_ 
vice or as a commercial service, pro-
bably may be a technical matter. But 
more than the technical side of it I 
would like to emphasise that it should 
be considered more as a u~iJity ser-
vice. The commerCial aspect may be 
there. 

Now let us see huw the railways 
have been considered in othei' coun-
tries also. For example, take lhe in-
stance of England. I am told that 
the railways there are run at a lo~!'l 
and the Government contributes to 
tnem. Here we have been pressing 
that the rate of interest should be in-
creased and that a higher rate must 
be paid by them. You were also 
pleased to ask a question whether in_ 
terest should not be paid at all. I am 
not saying that interest and dividend 
should not be contdbuted to the Gov-
ernment. But we have to consider 
the more important aspect of the ques-
tion, that is the utility side of it. 

It is a monopoly. No doubt large 
amounts have been invested on rail-
ways. It is therefore natural that the 
Government should expect some re-
turn in some form or some interest. 
But why should we separate the Rail-
ways alone? We have got other means ; 
of communications. We have got 
roads. And what an amount has been 
invested in this country on roads? 
Right from the panchayat district 
boards, municipalities, State Govern_ 
ments and the Central Go,rernment to 
the Central Road Fund ihow much 
money has been invested? Is the Gov-
ernment or are the local government!! 
or the panchayat boards expectin~ any 
Interest on that? Let us take the air-

PayabLe by 
Railways 

lines. That is also a means of com-
munication, nothing more than that 
though they may be meant more for 
the rich. Weare losing year after 
year ..... . 

Shri T. B. Vittal Rao: Is not cess 
on road collected? 

Shri Achar: Is it in comparison with 
the in::erest that is being paid by the 
Railways for so many decades? Let 
us take that into consideration. 'fhere 
were certain private limited compa-
nies in our country ....... . 

Mr. S?eaker: From where are we 
to pay? If our conCei'n is worked on 
a subsidy, from where is the money to 
be found? 

Shri Achar: There should be a sys-
tem of taxation. It is' a section of the 
public that is utilising the railways. 
If you want money for the Govern_ 
ment to run anything you must have 
taxation for t·he purpose and not uti-
lise any utilitarian service for taxing 
the people. You are not taxing the 
general public for that purpose. You 
are taxing only a certain set of per-
sons who are travelling. 

Ch. Raabir Singh (Rohtak): What 
about the investment that We have 
made? 

Shri Achar: Investments have been 
made on roads also. I have pointed 
that out. Not only that, investments 
have been made on airlines also. 

Shri Tyagi (Dehra Dun): But goodl 
also come. 

Shri Achar: Goods also come. I do 
not want to deny that. If goods come, 
no doubt, I would say goods must be 
charged. Every item of goods must 
be charged. I would submit to the 
hon. Railway Minister that coal must 
be chargerl which b. iike any other 
item of goods. 

Shrl Naushlr Bharacha: Ht. is ve17 
willi~. 
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Shri Achar: If the Government 
want to give any subsidy, let it be 
eiven directly. Let things be not done 
unseen. Let Us clearly . show how 
much the industrialists are benefiting 
out of it. If some concession is given 
-nalurally for the development of the 
coun ry it is necessary-why should 
the Railways suffer fo-r it? The GQV-
ernmt!nt ~hould bear it. 

What I say is that the Railways are 
just like the airline:;, roads or other 
means of communication or any utility 
service and the Railways should not 
be made an instrument of taxation. 
If we consider the several private 
limited companies which were run-
ning these railways, we will find what 
an amount of profit they were making 
on the capital they had invested. They 
not only realised the interest but al~o 
probably the capital was realised. No 
doubt, all those limited companies 
hav .. now merged in the Government, 
but the railway-using public had 
paid for it. I am not urging that no 
interest should be charged. I am not 
at all going to that extent. What I 
am submitting is that so far as the 
Railways are concerned, they should 
be considered as a utility service and 
fJ:'om that point of view the whole 
administration must be carried on. 

No doubt, in the earlier stages 
lIeveral lines had been opened in 
several parts of t~e country. I am not 
urging, as you haVe already ruled, any 
particular line or any particular thing. 
On that we have raised half_an-hour 
discussions and on other occasions we 
have raised it. But the point I am 
urging is only this that if it is a utility 
service it should not be looked at as 
if it is a machinery for collecting 
money as a form of taxation. In some 
parts of the country We ftnd that there 
~re new lines and doubling of the 
lines. If you take the railway map it 
will be quite clear to anybody ih~w 
for example, railway lines have spread 
trom Cal('utta to Arnritsar, or if you 
take Bombay. On the northern side of 
Bomhay Bnd Kutch and all that-llow 
many railway lines are there. 
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Shri Thirumala Rao (Kakinada): 
Not rouad about Mangalore. 

Shri Achar: In other parts of the 
country you have no railway line at 
all. If it is a u.ility service they 
shoul,d not be neglected. For that 
purpose, if from the Railway funds a 
large amount is not taken away, con-
siderable amount will remain wit~ 

the Company-i t i3 not a company 
now, of course; it is our own Govern-
ment concern. There will be sufficient 
funds for developing the lines every-
where. 

In the past we had no plans or any-
thing of the kind. Wherever people 
had the necessity and it was advant-
ageous they had the lines. But now 
when we ask for lines in other places, 
all sorts of objections are raised. In 
some cases we are told, there is no 
port and so no railway. In other 
places, as Shri Vittal Rao pointed out, 
it is said it would not be a profitable 
proposition. So, the most important 

"aspect is that the railways are a 
utility service and should be adminis_ 
tered for the benefit of the people. 

Shri N. R. Muniswamy (Vellore): 
It has become a commercial concern 
now. 

Shrl Achar: My hon. friend says it 
is a commercial concern. I do not 
think even the Railway Minister will 
say it is a purely commercial concern, 
I am sure about that. It is clear that 
if it is not entirely utilitarian, at least 
certainly it is not commercial. 

Dr. M. S. Aney (Na~pur): May I 
jUllt remind the hon. Member that 
when the railway finances were se-
parated from the i!:eneral finances, the 
understandinl! of the Government and 
the Members of t.he House was that 
the railways must be run as a ('om-
mercial concern, and that at the same 
time it shou'd endeavour to be a utility 
concern as far a~ possible. That must 
bP. borne in mind. It was to be con-
sidered a ('ommE'r('ial concern, and the 
H"u!!e "'as the right to see that it it 
run as a commercial concern and on 
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LDr. M. S. Alley) 
. protitai.Ht! lines. I want to know whe-
ther and when this policy was gIven 
up by this House and the Quc:;!.ion re-
opened. 

8hri Achar: I conceded the point at 
the very outset that We need not go 
into an academic discussion as to whe-
ther it is a commercial or a utility 
conclI!rn. 

An Hon. Member: It is both. 

Shri Achar: Probably it is more on 
the side of being a utility concern, 
but certainly it is not a concern for 
mak:ng proth to the Government. For 
instance, we know that the catering 
department is run on a no-profit no-
loss basis. 

13'12 hrs. 

LMn. DEPUTY-SPEAKER in the ChaiT) 

Shri Warior (Trichur): No profit 
and no loss to the consume-rs or to 
the Government? 

Shri Achar: The Government which 
is running the railways. 

Mr. Deputy-Speaker: Shri Warior 
wants there should be fare-free rail-
ways now I 

Shri Achar: It will be very good if 
we can reach that stage, but compared 
to developed countries in the Conti-
nent or America, We are in a very 
backward condition. We cannot 
change it in one day. For instance, 
the speed is 100 to 150 miles I am • 
told in the U.S.A. and even in the 
Continent it is 100 miles, and they 
have noiseless trains too. All that is ' 
happening because whatever the rail-
ways earn is utilised for the develop_ 
ment of ithe railways. But here, on 
account of many factors, the railways : 
do not get the necessary income 
because of the subsidy paid with 
regard to coal and other items. If the 
railways get it, their earnings will be ~ i 
much more, and they can be utilised .... 
for developing the railway system. ft .1. 
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In some parts of the country we 
have areas where for a hundred miles 
or more there are no railways, and 
there are people who have not even 
seen a train. For instance, Mercara 
in my constituency is 90 miles from 
any station. T.his is happening 
because Government is treating thl' 
railways as a milch cow, going on 
getting as much income as possible 
from them. If at all, some interest 
may be charged, but nothing more 
than that. If coal or fOOd or anything 
is carried at a lower rate, the differ-
ence must be paid to the ~I'ailways. 

No doubt the railways should not be 
run at a loss, but they should not be 
treated as a concern by which the 
Government can tax the people. The 
railway travelling public or the goods 
carried by the railways should not be 
considered a source of taxation. Why 
should that particular class of people 
utilising the railways be taxed and 
that income taken by the Govern-
ment? If the Government wants to 
tax, let it do so in other ways. Let 
it allow the subsidy to coal and other 
items, but l'eimburse the railways. 

The Convention Committee should 
consider this aspect because railways 
are one of the most important utility 
services, and also, fortunately or un-
fortunately, a monopoly. That being 
the situation, I submit as low a rate 
as possible should be taken from the 
railways by the Government. 

Shri Narasimhan (Krishnagiri): I 
want to draw the attention of the 
House to one matter which I consider 
to be important and I'Clevant in this 
context. It is the case of the dis-
mantled lines. 

Railway lines dismantled during the 
Second War were of the order of 800 
miles. Half of it has been restored, 
and the oither half is awaiting restora-
tion. What is relevant in thi~ con-
text is that the dismantled lines are 
not all completely lost. Though the 
lines are lost, the tracks are there, the 
bridges, station buildings etc., an. 
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with a little amount of engineering 
effort, the lines can be l'estored. But 
the buildings etc., have fallen into 
disuse, though in some cases they 
mi~t have been used or let out for 
some purpose. In most cases, the tiles. 
timber etc., we~e stolen from these 
places. The railways left the area, 
leaving the people in the locality to 
do whatever they liked with the pro-
perty. Though a large amount has 
been lost in this way, what is left, 
and can be considered dead 'capital, 
that is to say the capital on these 400 
miles of track, can be converted into 
live capital again. T,herefore, while 
the Committee address themselves to 
the evaluation of the total capital of 
the railways, thi~ failure of the rail-
ways to act in restorhg th~ lines, and 
the earning capa,~ity 01 the lines when 
restored, should also be taken into 
consideration. 

Incidentally I would say that the 
railways would do well to restore 
these lines not only physically, but, 
as I said, restore life to the dead 
'capital and make it live capital. 

Shri D. C. Sharma (Gurdaspur): I 
think the most pressing need for this 
Convention Committee is to simplify 
the finances of the railways. Unless 
that is done, I think there is going 
to be a g~eat deal of confusion so far 
as the finances are concerned at 
different levels, 

I have seen a great deal of confu-
sion between two things. and I think 
the whole confusion with rpgard to 
railway finances nrises from that fact. 
It is this: are the railways a public 
-.tility service, or are they a commer-
cial service? I believe that the Com-
mittee should once and for all decide 
it it is within its power, I think it 
should be within its power, whether 
we are going to treat the railways as 
a public utility service or as a com_ 
mercial service. If that question is 
resolved, I think most of the problems 
to which hon. Members amve raterred 
can be straightened out. I applied 
my mind to some extent to this pr0-
blem, and I believe that the time bas 
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ione when we should have looked 
upon the railways as a public util.ity 
service; the railways in their infancy: 
the railways in their adolescence, the 
railways in their adulbhood could 
have been taken like that, but, now, 
the nilways have acquired a kind of 
maturity. 

An Hon. Member: Old age. 

Shri D. C. Sharma: I believe this 
demand from the railways that instead 
of getting a special treatment or 
some highly favoured treatment or 
some such treatment in this field the 
railways should adopt the attitude of 
a person who .has attained maturity 
and who is going to stand on his OWl! 

legs. Therefore, I would say that the 
railways should be treated as a com-
mercial concern now. If they are a 
commercial concern, that does not 
mean that they are not going to do 
any service to the industry; it does 
not m0an that they are not going tt' 
do any service to the Defence Forces; 
it does not mean that they are not 
going to do any service to other 
national undertakings. It does not 
mean like t·hat. These services wm 
persist and will endure" but the rail-
way finances will be put on a more 
stable and a more rational basis 
Unless that is done, it cannot be sltid 
that the !'ailway finances are as geol! 
and sound as they shOUld be. 

The kind of contradiction that pre-
vails at present has been always w;tl-
us. For instance, the railways pay 
dividend to Government at the rate 
of 4 per cent. The railways take 
loans for development at the rate ot 
6 per cent or five per cent or some--
thing more than that. Why does this 
kind of contradiction exist in the rpil-
ways? It exists only becau8e the rail-
ways want that when they have to 
pay the dividend, they should be 
treated as a public utility senrice, and 
when they h.-e to get loans, they 
should be treated as a public utility 
service, bllt when they have to d.o 
other things, when they have to Il"t 
money from others, they should be 



Resolution re: APRIL 22, 1960 Committee tu Review 13286-
Rate of Dividend 

[Shri D. C. Sharma! 
treated as commercial services. Thi:; 
kind of dichotomy which I find in the 
railways i3 gOod neither to my COU:'l-
try nor to lhe railways nor to Ll-te 
future of the railways. 

I want to urge this in t·!'le light n! 
what I shall state presently. What i~' 
the fate of 'tile railways all over the 
world now? What is the fate of 
the railways in U.K. and in 
U.S.A. and in other countries? We 
find that railway travelling is getting 
more and more out of fashion; rail-
way travelling is getting, so to say, 
out of fashion for the present. The 
railways are now being u~~d by and 
large in some progressive countries of 
the world for carrying goods, and 
even there they are suffering a great 
deal of competition from road trans-
port. Now, our road transport is also 
coming into its own, and you know, 
Sir, that the road transporters want 
that they should be treated in a much 
better and a much more generous 
fashion than they are being treated 
now. I can say that as time passes, 
the road transport services are going 
to gain more and more momentum' as 
!ime passes. and our standard of li~ing 
mcreases '1hd our per capita income 
increases, I can assure you that the 
air travel service is gOing to be more 
and more popular, and I would say 
that the railways will be there only 
for carrying goods and that also only 
for carrying goods from far off ~laces. 
Ta~ing into account all these things, 

I belIeve that the whole question of 
~e dividend to be paid by the rail_ 
ways to the general revenues should 
be looked at from this angle, and they 
should pay a dividend just as any com-
mercial concern pays a dividend. How 
do these commercial concerns pay 
dividends'? We have, for imtance, so 
many autonomous eorporations. We 
have the Hinduc;tan Machine-Tools 
Factory ~nd other c_porations; they 
are all paying dividends. The Hindu-
Ithan Machine-Tools have declared a 
sizeable dividend. and so also the 
A~hoka Hotels have declared some 
amount of dividend. 
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So, I would say that if you want 
that the development expenditure 01 
the railways should be taken due 
notice of, if you want that new lines 
should be constructed, if you want 
that the dismantled lines, to which 
the hon. Member who spoke earlier 
made a reference, should be taken in 
hand, if all these things are there, 
if all these things are to be taken into 
account, then the only Way is that 
you should try to make the finances 
of the railways like the finances of 
any othcr commercial corporation. 
Unless th(.lt is done, I think none of 
these things is going to happen. 

If the railways were a commercial 
corporation, the demands made by 
t·hese persons will be looked into; and 
more pas;;enger amenities will be 
given. There will be room for the 
construction of new lines, and these 
lines wi!! be constructed at a much 
more rap:d rate than they are being 
constructed now. They will not be 
asked to construct these lines without 
paying any interl'st on them for some 
time. 

Sir, genius consists in simplifying 
things. All these Railway Conven-
tions that have been there, and all 
these committees that have been there 
have done only one thing, and it is 
this that they are trying to introduce 
more and more of complications into 
the railway finances. That is not a 
thing which should be done. There_ 
fore, I would request the Members of 
the Convention Committee to look at 
this thing only from this angle. I do 
not care how much dividend is goIng 
to be paid; somebody said that it 
should be 3 per cent; somebody else 
said that it should be 4 per cent or 
5 per cent and so on. 

Shrl M. B. Thakore (Patan): How 
much should it be? 

Shl'l D. C. Sharma: If it is said that 
we are not entitled to any dividend 
for some time to come, I would be 
very happy and I would be vf!tY con-
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tent, but taking all these things into 
consideration . . . (Interruptions). 

Mr. Deputy-Speaker: I would 
request the 'hon. Member to be very 
'brief now. We have already exceeded 
'the time. 

Shri D. C. Sharma: If we take into 
.account all these things. and we come 
·to the conclusion that the dividend 
should bE- 6 per cent, I would be 
·content. -

Shri M. B. Thakore: At least 8 per 
'-cent. 

Shri D. C. Sharma: I would suggest 
very respectfully that we should once 
·and for all take ':I decision, so far as 
'the nature of t!1is undertaking Is con-
cerned. Once and for all, we should 
'consider its efficiency and performance 
. as we do in th0 case of commercial 
undertakirgs, and after having done 
that. we should see what dividend it 
can pay ~nd what dIvidend it cannot 

·pay. 

Mr. Deputy-Speaker: .. Now, Ch. 
:Ranbir Singh. 

There is no scope for so much of 
:argumen~ and debate here. In this 
case. only a committee is to be 

·.appointerl Which will go into the 
. question. Hon. Members are taking 
cup the question of opening of new 
railway lines and other questions. 
'Thcy are not at all relevant at this 
stage. If any hon. Member wants to 
bring that up, I would request him 
not to do it. If any other thing is to 
',be said, he can say it. 

'Shri Tyap: How much time has 
b~en allotted tor this? 

Mr. DepatJ-Speaker: No time has 
rbf!en fixed. That is the dUftculty. 
.·Because there wu no time fixed, 'We 
-ought to have adopted thisre801ution 
:'lon~ ago; tor, there is still an hour 
'for the Demands for Excess G~~ 
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and we have to finish it before we tab 
up the non-officia1 business. 

Shri T. B. Vittal Rao: Where is the 
urgency to take up the Demands tor 
Excess Grants now? We can take 
them upon Monday. 

Mr. Deputy-Speaker: Why should 
we postpone them? Lt was understood 
that these two things would be finish-
ed today. 

Shri T. B. Vlttal Rao: Nobody under-
stood in that way. 

Mr. Deputy_Speaker: At least I 
understood like that. 

~jo ~Jfrn f«(I : ~ ~, 
~ ~ ~ ;r;:n;l 'fiT ~ ~ 
;mr ij' tkr ~ t Ai ~ ~ 1fFffiT t fill 
t;cf ~~ij'~~~~ 
\itT ~ ~, m- ij' ~ ~ 
qi~~ 1l ii!Wrr I ~ 1l 1fFffiT ~ fi!\ 
~ ~ !fiT ~ f(1lflif<~l if fiI;~ 
~~~~IIil~'lIT~~ 
l{~~~~~m~ ~~ 
~ ~ ~ ~ C(1Rf om iJ"lIT t ~ 
~ ~~;mr If( ~ ~ ~ fif;~ 
m~~ f;;r;fij'~~~~~ 
~ I ~~~fif;lrr~tm;fr 
f(1lf1lf«i ~ ~ ~ ~ n-
f<\T.(t~~ I ~~ij'~ 

~~~W~ I ~~IIil'ifTZ1' 
pr ~ 'IT m ~ ~ Itii!rit 
mrt ~ vff, <T ~ ~ !fiT 1JU m • 
~ ~ ifflT rn- vff I ~ ~ Jt 
~J Ai ~ ~ ~ mr ~ fit; 
~ IIil ~ ~ it t.tr t qt 
q:~~~~fif;~ ~ .. 
~tl 

~~,m-~ ,,. 
~ t ~ '" iJiT f\m'.',1({ 
~~~t···· 
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:aqiiQ ~~ : 1R ~ Cf1R1' 
w'(i"3IIir.i~~i\imll''' m IfiT ~ t I 

""0 ~Jf.n- f<:f~ : '3QI64&1 ~, 
~*' ~ 1l~, 4' ~ t fct; iifif Oifi 
~ ~ ~ arm <tIT ~1 ~ ~ fifi am 
~~\ifT~~, ~ Oifi~ 
~ ...,. f~<fllr<tin ~ iifi1f ~ Fif;l 
~amrT '1W ~"" 

~n~~ ,{~).;1f : ~m ''lICitillOfi 

t ~ iflIT fct; ~ if,;;jlf ~ ~ 
q-'R ~ GAR if, m CfiW \ifT1i ? 

~f( 0 't -T {i{ fii? : ~ 'lit ~ CfiT 
~l' $ ~ t I iR:Pfi~;l cfiPRf~ ~ ~ 
fct; ~ 0fiTlf ~ if, ~Ofii:r ;l ~ ~l f~ 
ifr ~=( ~ ~ if, 0fir0IT ~ 'lit ~ 
i~~~,~~~~ 
t I firnrn if, .~ ~ WR ~ CfiT 
~ ~ fqm WIT \ifT1i ffi ~ ~ 
'fiT~q"'1'~~I~ ~ 

'ltT't~ ~~~~,~~~, 
m'Efli'fiTm $T I 

1l'~~ ~~tfct;~ ~ 
~ 'fiT ~ ~ 'ltrnT ~ I ~ <mit 
.m ~ t fct; iflIT ~ ~ ~ 'fiT ,'fiT-
(~3ti'{~~? ~;;ft~ ~ 
t~ll~~iJT~~~it.~ 
M4\:iJT~fif{~~~~~ =(c 
Ifii iIR m it. ~ it. U: ~ Ofilr ~ ~ I 
~~~~~~fct;~~~ 
qy at m;f ~ ~ ~~'~"t;m;r 
tT~t, ~lfm ~~t I ~ 
m 1f' ~ t fip.l'il' emf ~'pm t 
fit; m 'Ifii \~4iflf\MI~ ~ I ~T
fif;·,i~Ff alfj ~ ~ t ~ ~ ~ 
, ~ ~ , .Gilt \'Ai ~ l1mr 1fiT m 
t ~.·~q:~tfif;~". 
pu qy;f('~ ~.,., 
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~cq'~~ :~~~ fir; 
Cflilit ~ ~ iJT if {I"? • ~ 
tt, m~~~ ~ ,~f~ 
~~,m~~~~ 
~ arf.fi ~ ~ ro ~"" fq;~' 
~ <tit ~ ~FfT dR ~ ~ 
lRof ifr f~ ~ 0fi1« .. 1.,1 ~ ~, ~.' 
~~~arm~ ~~~? 

,.10 't:Jf(l1: f~~ : ~ ~ ~ JrtT 
Cf'filmr ffi, ~ ~, ~~ IR 
~ ~ I ~!FIl~ffi~llm;;@'~: 
~~ ... " 

~lqff ~~ : ~ rna ~ 
tM;~m~~~ f~t 
~~~~~~iI'~~1 
1FR ~ Cj'Cffi ~ ~ ifi@';;@' iiIT ~. 
~I 

'i{!o ~'i~ f~Q : ~ 0fi1lit0Affr 
~ iJT rrW iI"1;ft ~~, ~ if, ~ 
1l oirn ~ ~ I ~ ~ iI"1;ft ~, 4't 
ffi 1l ~ t I ~ ~. ~ \ill fu1t 
~~ft:q1i~~~~~ 
t ~ ~ if, <fll~~f~ij ~ ~ I 
'WR~<tit~q ~,ffi~ 
fmt~~q;pm~~ I~t'· 
lfFRT t M; ~..... (InteTTuptiOftS) 

Mr. Deputy-Speaker: Order, o~er~ 
the. hon. Member may be allowed too 
continue. . 

Shri T7ar1: Yes. 

.rto ~{.~ fat : q,. 31'm fwr 
~ t fit; 1l' m-(t (fIfi ~. • • : ' " 

~Nlt41ft ... ~~. : ~~. , .rt 
1i' ,.. "'" ~ iIfoIrT ~ I 



I329[ Ruolution Te: 
1MIt1lh.:,; 

VAISAKHA 2,1882 (SAKA) Committee to 13292. 
Review Rate 

""o~fu~:~~~ 
ifi'tf If<< ~ <tit I ~ ~ ~ ir 
f.f;~ m ~mll~~ I 
1l~~~~~fc!i~ 

mRimm~~f~~CfiT 
~~'fiT~ ~ dR~~fit; 
~ CfllT ~~ ~ I ~ CflAf)il~I'1 

ifgCf~m-~~~~ ~mT~ 
;;rr;rr • I 

~lf6:t~~~~m.:~ 
iIrt ll' "'WJ 'fiT '1{ ~ No ~~ ~cfu'it 

• ~ f, • ~ .. , 
~ Q. !IT if,lnl~~1 ~ ~ I ;r ~ 
~ 00 ~ oiTq <tit ~ m;;r ~ I ~ ~ 
cmr ~ ~ No ~ or.T ~. ~ $I 
~ ~ m.., ;:rtf. ~,\1~ ~ ~ ~ 
~ I \R ~ ~ 1m- rit 'l:l1I 1fcfi;jif 
~ ~ rriT I ~ B <tit ~ 'fI4t '1{ 
~ ~ \;<f;1, f-;p.1 m ~ Cfl14i~I'li1 ~ ~ I 
w~~,'J..R7~mf~~ lir~t 

~ f:r. '[{T Tl t1m ~<1' t~ 
'fiT \;f'Iit I ~if; ~ ~ ~ '<1'T~'u 

"iAm~, Bit ~ ~it~inr ~ ifIl1 ij-
~ ~~ifmT~~~~ 
~~<1'T~r ~~t~~~~ 
~ I 11' ~ ~ f'fi ~ ~ 'fiT filffim: 
~, ~ mJf~;:fT iIW if.tr I 

\3"lfT~!ff ~):;rll : ~ ~ ~ ~ 
~ m 11' Rim ~ ~ <tIT ~ 
C!lT ~ ~ ~ ~ ~ I ~ \l1'1{iliot 

~.,~(~~ I 

~ Jagjivan Ram: Sir, I have not 
much to say. As the House is aware, 
the question is being referred to the 
Committee. Many hon. Members 
have made suggestions, some of them 
germane to the subject-matter of the 
Resolution and some not quite rele-
vant. The entire proceedings of the 
discussion in the House will be before 
the Convention Committee; and the 
Committee will take into considera-
tion the various suggestions that hav~/ 

of Dividend 
Payable by 
Railways 

been' made. I would not, at this stage, 
like to go into the merits of any of 
the suggestions because it will not 
be fair to the Convention Committee, 
which will be seizec;i of the problem 
and which will examine it very fully 
from various aspects. 

But, one thing I want to make clear 
and that is about the aspect of the 
working of the Railways, whether it 
is ('ommercial or public utility. Dr. 
Aney reminded that once the Convl'n-
tion Committee suggested that the 
Railways should function as a com-
mercial undertaking. Whatever may 
be the decision, I would like to state 
that the Railways, as they are func-
tioning today, are not func'ioning 
purely as a commercial undertaking. 
We havc', in the very nature of the 
thing, functioned as utility sf'rvices 
as well. 

Some of the han, Members have 
narra\l'd how in relation to the diffe_ 
rent Ministr;es or in regard to the 
development of ~ertain industries in 
certain areas or in the t.ransportation 
of raw materials or other requisites 
for the mdustries, ,he Railways have 
to function as a public utility and not 
as a purely commercial undertakmg. 

1 have no doubt t.hat if th'.' fbil-
ways, start functioning today as a 
purely commcrci~\l undertaking pas-
senger fare and rates of freight of 
many commodities will have to be 
revisl'd and revised upward, But, 
again, I will not go imo details. 

Shri Tyagi: Expenditure also will 
have to be curtailed. 

Shri Jagjivan Ram: Expenditure 
will have to be curtailed; unremunera-
tive lines will have to be closed down; 
passenger trains and goods services 
where the occupatIon ratio is not re-
munerative will have to be closed 
down and other aspects will hlll'(' t~ 
be considered if the Railways are to 
be treated a:; a purely commercial 
lundertaking. But because we' 
have the public utility aspect also, We" .. 
have to r~ the lilles where we ar:;:l 
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10sinK. We do not curtaIl the passen-
ger services where we feel that the 

'occupation ratio is not commensurate 
with the expenditure incurred thereon. 
I only wanted to point 0:..1, that as 
matters stand today, the Rdways 
are not functioning as a purdy ("om-
m.ercial undertaking. I will put it that 
~ctiorrl'11g' as ~ -_CilJI!::-·· 
~~1ifk·u1rIf~ .. ~ ~l1n(Ier: 
ta~ng.,.. It is for thc convention com-
mIttee to decide whether We have to 
work purely as a commerdal under-
taking. If they so decide, I am 
afraid, that it will lead to hardship m 
certain areas; the community may be 
put to hardship in certain respects, Ie 
we are to function purely as a puhlw 
utility service, perhaps that also may 
lead to c"ciain complic~tions. A 
balance has to be struck between the 
two. I will not take the timp of the 
HOUSe on individual points that h1VI! 

been raised. ~ ;:. 

About over-capitalisation the last 
convention committee mentioned 
something about it. There is no doubt 
some over-capitalization on the rail-
'ways exists, It has to be worked out 
in great detail. At times the dividing 
line is not very elL-ar as to which is 
to be treated as capital pure and 
which not. Take, for instance, the 
staff quarters of the employees. It 
'Can be ..!~ated as.J!tL..amcni!Y....21:. it 
can be treated as a capital. Dividing 
1ine in such cases is not very clear or 
sharp. We will have to work OUl to 
what extent over-capitalisation has to 
be reduced. Till the details have been 
J!.~r,y minul~ worked out, we have 
decicfed that over-capitalisation should 
be put at Rs. 100 crores for the pur-
pose of paying dividend. We charge 
inflated mileage so long as the normal 
mileage will not meet the expendi-
'ture. As soon as a new railway line 
reaches a stage where by charging 
normal mileage the expenditure and 
return can be balanced, then the in-
flated mileage Is r~duce<1 Or elimi-
nated./ . 

./ 

PayabLe by 
Railways 

I will not take the time of the 
HOUSe any more, Sir. All the sugges-
tions that have been made and are 
relevant to the subject-matter' will 
certainly be considered by the com. 
mittee and they will come to such 
decisions as they peem proper. 

When Shri Bharucha referred to the 
last"convention committee, I am afraid 
he was not fair to them. The com-
mittee devoted quite a good time over 
it. They laboured and they produced 
a report which was useful and valu-
able and to belittle the effort of that 
committee was not justified. 

Shri Naushir Bharucha: I have not 
belittled; 1 am SImply saymg that I 
am not sal istied with the conclusions 
thl y have arrived at. 

Shri Jagjivan Ram: The general 
impression created was that the re-
port was not to your satisfaction and 
something was wanting in it. I said 
that the last convention committee 
did good work and it has been helpful 
to the railways and to the general 
finance. I am sure the new commIt-
tee will take all the points into con-
sideration h 'f re reaching the con_ 
clusions. 

is: 

-.. , 

Mr. Deputy-Speaker: The question 

"That this House resolves that: 

(i) A Parliamentary Committee 
consisting of 12 Members of 
this House to be nominated 
by the Speaker be appointed 
to review the rate of dividend 
which is at present payable by 
the Railway undertaking to 
the ~eneral Revenues as well 
as other ancillary matters in 
connection with the Railway 
Finance vis-a-vis the General 
Finance and make recommen-
dations thereon by the 30th 
November, 1960; and 
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(ii) that this House recommends 
to the Rajya Sabha to agree 
to associate six Members from 
that Sabha with the Commit-
tee and to eommunicate the 
names of the Members SO ap-
pointed to this House. 

The motion was adopted. 

DEMANDS FOR EXCESS GRANTS 
(RAILWAYS), 1957-58 

Mr. Deputy-Speaker:. The House 
will now take up voting on the 
Demands for Excess Grants in respect 
()f the Budget (Railways) for 1957-58. 

Motion moved: 

DEMAND No. 4--REVENUE ORDINARY 
WORKING EXPENSEs-ADMINISTRATION 

Mr. Deputy-Speaker: Motion moved: 

"That a sum of Rs. 44,66,228 
be granted to the President to 
make good an excess on the grant 
in respect of 'Revenue--Ordinary 
Working Expenses-Administra-
tion' for the year ended the 31st 
day of March, 1960." 

DEMAND No. 4--REVENuE-ORDINARY 
WORKT"lG EXPENSES-REPAmS AND 
MAINTENANCE. 

Mr. Deputy-Speaker: Motion moved: 

"That a sum of Rs. 3,67,54,149 be 
granted to the President to 
make good an excess on the grant 
in respect of 'Revenue--Ordinary 
Working Expenses-Repairs and 
Maintenance' for the year ended 
the 31st day of March, 1960." 

DEMAND No. 7-REVENUII--()RDINAItY 
WORKING EXPENSzs-OPERATION (Fum.) 

Mr. Deputy-Speaker: Motion moved: 

"That a sum ot RI. 56,04,858 
be granted to the President to 
make good an excess on the grant. 
In respect ot 'Revenue-OrdinarJ 
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Working Expenses--Operation 
(Fuel)' for the year ended the 
31st day of March, 1960." 

DEMAND No. 8--REVENUE-ORDINARY 
WORKING EXPENSES - OPERATION 
OTHER THAN STAFF AND FUEL 

Mr. Deputy-Speaker: Motion moved: 

"That· a sum of Rs. 1,43,29,288 
be granted to the President to 
make good an excess on the grant 
in respect of 'Revenue--Ordi,1ary 
Working Expenses-Operation 
other than staff and Fuel' for the 
year ended the 31st day of March, 
1960." 

DEMAND No. 9--REVENUE-ORDINARY 
WORKING l!:XPENSES_MISCELLANEOUS 
!:XPENSES. 

Mr. Deputy-Speaker: Motion moved: 

"That a sum ot Rs. 15,88,214 
be granted to the President to 
make good an excess on the grant 
in respect of 'Revenue---Ordinary 
Working Expenses-Miscella-
neous Expenses' for the year end-
ed the 31st day of March, 1960." 

DEMAND No. 12-REVENtrE-DrVIDEND 
PAYABLE TO GENERAL REVENUES 

Mr. Deput,-Speaker: Motion moved: 

"That a sum of Rs. 15,74,370 
be granted to the President to 
make good an excess on the grant 
in respect of 'Revenue--Dividend 
payable to General Revenues' for 
the year ended the 31st day ot 
March, 1960." 

DEMAND No. 15-CONSTRUCTION OJ' 
NEW LrNEs--CAPITAL AND DEPRECIA-
TION RESERVE FUND 

Mr. Deputy-Speaker: Motion moved: 

"That a sum of Rs. 15,55,279 
be granted to the President to 
make good an excess on the grant 
in respect of 'Construction of 
New Lines-Capital and Deprecia-
tion Reserve Rund' for the year 
ended the 31st day of March, 
1960." 




