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Fleet of buses owned by the North Wes tern Trans port Company, in w hich the orth Weste rn Railway h o lds a predominant s hurc . 
These buses operate on the Lyallpur -J hang Hnad. 



i\ I AD HAS AND S 0 ll T II E H i\ I.\ IIIL\ TT :\ H :\ II.\\'.\\' . 
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Jtolnfor~od concrete En~lne Round Houae undor conatructlon at Bltrn~unta, 



H. E. II. T il E N I ZAM'S STATE lti\IL\\'AY. 

Mecca p ii~J'im s pec ia l lcuvlnA llydcrahad broad ~au[l.c s tation fur Bumha y. 
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The two chairs on cuch s ide arc converted to form bed s fo r the ni ~ht. 



EASTERN BENGAL RAILWAY. 

Panoramic view of the hump yard at Naihati. 



IllTRODUCTORY lii'OTE. · 

I. The Railway Boord's annual report on Indian Railways is prepared 
for the financial year, i.8., from 1st April of one year to the 31st March of 
the year following. · 

Y olumtJ I is a narrative report dealing with the various aspects of 
railway working such as general administration, 'financial results, improve­
ments in, and additions to, rolling stock, improved operating methods, recruit­
ing, training and welfare of staff and facilities provided for the convenience 
of the travelling public. 

Y olumtJ II contains financial and statistical summaries and statements 
covering the main heads of capital and revenne accounts and the complete 
range of railway working. · 

II. For the information of foreign readers, who are not conversant with 
the value of Indian cnrrency and the units thereof, the following details are 
given:-

(a) One lakh equals one hundred thousand. 
(b) One crore equals one hundred lakhs. 
(c) One anna equals ~th of a rupee. 
(d) One pie equals 1\th of an anna. 

The approximate value in English coinage of a rupee at the present 
rate of exchange is one shilling and six pence. 

ill. For statistical purposes, Indian railway systems have been classified 
aa follows:-

Clau !-Railways with gross earnings of not less than Rs. 50 lakhs 
a year. 

Clas8 11-Railways with gross ffirnings of less than Rs. 50 lakhs 
a year, bot exceeding Rs. 10 lakhs. 

Clas• III-Railways with gross earnings of not more than Rs. 1& 
lakhs a year. 

(A detailed list of the railways in each class will be found in Appendix A 
of this volnme.) 
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The main statistics compared for three years. They .relate \o an 
railways, i.e., Classes I, n and m. 

Itemo. 1935-36.• 11106-3'7.• 1937-38. 

Grooa earnings . . . (crores) Ro. . 1()()-23 104<37 107•57 

Total Working expeuee . (crorea) Ro. 68·11 67·28 69-63 

Operating ratio . . . . Percent . 67·95 6N6 64<73 

Number of p888engera originating • (millions) . 483•13 489·61 521·28 

Earnings from carnage of p.....n-
gero . . . . (crores) Ra. . 29-64 29·37 31118 

Average earnings per p.....uger 
mile . . . . Piee . 3·22 3·17 3•17 

• 
Freight tons originating . . (millions) . 82·95 82·41 87·29 

:Eaminga f.-om C&Iriage of goods . (crores) Ro. 62·19 67-33 68•66 

Average earnings per freight ton 
mile . . . . . Piee . 6·00 6·22 5-78 

Total train milee . . . (millions) . 176·U 181"73 192·20 

Grooa earnings per train mile . Ro. . 5"67 5•72 5•57 

Working expensee per train mile • Ra. . 3·85 3•68 3·60 

Net earnings per train mile • . Ra. . 1•82 2·04 1•97 

Net earnings per mean mile worked Ro. . 7,700 8,911 9,055 

• Escluding for purposea of comparison the Burma Railways· which passed from the control 
of the Indian Government on 1st April 1937. 
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The following is a brief synopsis of some of the major items of mterest 
in this report, together with a reference, in each case, to the page in the 
report on which the details are gi\"en :-

1. Special featu,.._ 
Improvement in traffic and earnings 
Purchase of the Be:n<ada llasulipatam Railway 
Operating ratio of State-owned railways lowest since 1929-'30 . 
Operating ratio of railways in some other countriere . 
Goods earnings of State-owned railways exceed l!l"lS-29-peak year . 
Highest earnings from cool on clll58 I railways since 1929-30 . 
Peak eernin~ •ince 1929-'30 on the Bengal .X"''J'Dr, Bombay, 

Baroda and Central India and East Indian Railways . 
• 11. Fostering trade and Industries-

Reduction of surcharge on coal from 15 to 12! per cent. with a 
maximum of Re. 1, costing Rs. 20 Ialli a year . 

Purchase of rails and fish-plates from Tala's (i5,000 tons) 
Purchase of timber for carria~ and wagon building (Rs. 3-5 Ialli) 

and wooden sleepers (Rs. 103 lakhs) • • • • • . 
Stores purchased through Indian Stores Department, etc. 

111. Engineering-
King George VI Bridge opened 
New Station at Hard war . 

IV. CoHieri-
Output of coal from the railwa~· collieries 
Output of coke and bye-products 
Coal mined in India, its distribution, inspection and grading . 

V. Rolling Stock-
Additions to stock and improvement in utilisation . 
Reduction in upper class accommodation . 

VI. FacHitles for trade and travelling publlc­
Tranaportatloft- • 

Increase in train miles, improved services and accelerated speed 
of passenger trains • • • • • • • • • 

Acceleration of goods train services 
Quicker transit of ' Smalls ' . 

Commercial-
Adjustments in rates and fares 
Facilities for dealing with goods and parcels . 
Improvement in passenger services to counter rood motor 

competition and opening of out-agencies • • 
Closer contact with the business community • 
Publicity 
Amenities for passengers 

VII. Economy In worklng-
Sa,ing due to Job Analysis 

Standardisation of parts for bridges, permanent way, ·roofs and 
sheds, locomotives, carriage and wagon, etc. . . 

Research and develof.ment speciallY in paints wagon defects 
heated hearing prob ems, use of wefded wagons, 'etc. . • : 

VIII. Staff-
Indian railways provide direct employment 

692,178 persons • • . • • 
Class I railways' Wages Bi11=35·38 crores 
Stall' welfare and their Training 

IX. Accidents and damage by 1loods, etc. 
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APPENDIX A. 

Railway Administrations in India alphabetically arranged in three classes 
according to their gross eamin.gs Bhowiilg the working agencies. 
ownership and route mileage open on 31Bt llllarch 1938. 

!I~ Railway S,.Ums u .. beea ota.ifted aDder thne eta- for stetldi=l ~ 
Claa 1-Boii-JII wi&b - ll&rlllDp of IlL 1!0 lakho aad .... a p.~. · · . 

C1.- U-Rail-JII •lib -ll&rlllup of'- &baD RL 1!0 lakho a p.~,bat .._.ina Bo. 10 IUho a,._ 
C1.- W-Boil-JII wiib -ll&rlllup of RL 10 lakho aad aode< a y ... 

[llon.-BoilwaJIIaad«-or-"oaoccfor-..,ibaar.&Kamb U38,...,obotnamltolloo.J 

B£u.w~r ana. LDD OO.ac--..D D' 'lid nna. 

!1--. WOib<lby Name. 

I I • 

CUSS IIWLWAYS. 

'· .a-.as.pl • 
~,. Beapl Jlail. (a) A...,..Beapl 

... ., CoDipoll'f· 

2. Boapl 11114 ll'oribo Beapl a.o4 NonJa. 
w- w- llollway 

CompollY• 

(a) llabrak·Tba ... 

(6) Tirboot • • • 
1•1 Bengal and Nortb· 

w ........ 

11«1p1 !1"8)JU Jlall. (a) .&nappur• .-. 
h'f Ooalpoll'fo garb. 

(6) Benpl li"8)JU 

1•1 Pornlia-Rallohl 
(~) Baipor-Dbamled 
(e) S.&pora • • 
(/) llayarbiwlj • 

(g) Pvlo\lmo41 1.1gb' 

Bombar, Bolod& 0114 (al BomJ.r,Bolod&a.o4 
Oolllnl ladia Jlail. CealraiiDdio. ... .,o..._. 

(l) BomJ.y, Bolod& 0114 
O...lraiiDdla. 

1•1 BoiDJ.y, -­O...tnlladia. 
(d) N..,Jo..UjJaiD • • 
(t) Peilad.C...U.y (.&no 

0114-Tvapor -
. lion). 

(/) Petlo4.C.mJ.y (Tva-

J1111"Cam.b.y -tloa). 
(g) Dbrangadra • • 
(A) Palao)>1!T 8- • 
(i) P!plod-DoYpd-Boda 
UJ RaJ pip!& s-
(tl Tap&I·Vallo'f • 

a..,.. 

' 

I" q• 

r at• 
' ' . 
I" at• 
a' q• 

I" q• 

I" at• 
I" q• 

IY r , .. 
rr 
rr 
rr 
r r 

r r 

.... 
rar 
rr , .. 
IY r 

, .. 
r at• 
r at• 
r r 
r r .... 
r q• 
S' •• 

r r 
rr 

• --aaly- (ju; .. • 

Boale 
lliloop. 

I 

1,131 

61 

13 
100 

19 

813 
1,188 

o.n..dby 

• 

Stale . 

BraaohliDoOo-
aoder _.... -Do. 

BraaohliDoO.-- _.... -.. --
Stale. 

Do. 
CompaDT nbddlzecl 

bylheOo•....­
of Iad!a•. 

H SW.. 

f,CS Do. 

118 Do. 
17 Do. 

826 Do. 
71 BraaohliDo eo... 

pollYIIJidcle--116 Pz!ntohoc!J. 

1,819 

7J 

36 
~~ 

II 

.0 
17 
10 
18 

118 

89 
31 

!5 
ll8 

-
Do. 

Do. 
Do. -Do. 

BnaolaliDoOo.._ -.. -­Do. 
Do. 

Do. 
Do. 
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Name. Worked b7 Name. Gauge. 

1 I 9 • 
CLASS I RAILWAY5-conJd. 

G. Baolom Boagal Stole 

e. _, Indian Shle 

7. Oreal Indian Ponln· Stole 
a ala. 

8. Jodhpur • 

9. M&dru and Southern 
.llahratto. 

Indian Stole 

Madru and Sont!J.eru 
Mabratta Railway 
Company. 

Nbam'a Stat.e a.u. .. ,... 

(a) Eaalom Bengal 6' 6' 
(6) Eulom Bengal .. 3' 31' 
(c) E.utun Bongal 2' 6' 
(d') Cooab Bohar State 3' 31' 
(c) s ... .Sirojganj 6' 6' 

(JJ Khnlna·Bagorho\ II' o· 

(a) F.ut. Indian 0 • 6' e· 
(6) Cawnporo-Bur h w at 3' 31• 

link.• 
(c) H&rdwar-Dohra 6' e• 

(cl) Snuth Bihar I . 6' 6' 

(a) Great Indian l'onin· 
eula.. 

(b) Darwha-Puaad 
(c) Bhopal-ltarai 

(d) Bhopol-tJjjoin 
(e) Blna-Goona-Baran 
(/) Dbond-Baramatl 

{g) Elllobpur·Yootmal 
(A) Pa.ohora-Jamaer 
(i) Pul~aon-Anl 

(a) ,Todbpur-Hydcrabad 
(Brituh S.Otlon). 

(6) Jodhpur • • 
(c) Mlrpur Kbu-Kbadro 

(a) Mndraa and Southern 
Mahr&tta. 

(6) Madr&.'l and Soutbem 
Mahrott.&. 

(e) Alnava.r·Dondoll (Pro· 
vlncl"l). 

(d) Kolar Ooldfloldl • 
(e) Ban!Jalore-Harlhart , 
{/) Hlndupur (YceVAnt-

pur-M)aoro Fron· 
tior).t 

(') Kolh•r•ur State' 
(h) San•ll Shle 
(i) Teoali-Repallo • 
U> Blrtwa d o.-M a 1 a It· 

patam.ll 
(k) Wool of India Porla· 

guoae. 

(11) Bm:1t'llda F.xtentlon • 
(b) DronM!bellam (Dho· 

ne)-Knmooi-Britleb 
Front.lor. 

(r) Nf1:am'1111 StAto • 
(d) NIZam'• State 

2' e• 
2' o• 
2' o• 

a• at• 
3' at• 

a• at• 
3' at• 
!S' o• ' 
a' at• 
a· at• 

Roole 

I 
Owued 1>7 Mileage. 

~ 6 . 

847 Stale. 
1,039 Do. 

17 Do. 
33 Indian State. 
M Branch Une Company 

undet' rebate terme-. 
20 Do. 

,,217 Stat.e. 
60 Do. 

82 Branob line CompU17' 
under g'larao.Mct 
term~. 

70 Branob llno Oom...-

3,166 

43 
67 

113 
147 
27 

118 
M 
22 

230 

767 
•o 

1,110 

1,060 

10 

10 
211 
n 

20 
6 

22 
62 

61 

22 
36 

067 
623 

P•DJ'· 

Bto.te. 

Do. 
Jointly owned b)" 

Sta.to and Indlao­
St.ato. 

fndinn State. 
no. 

Branch line Company 
under robate teriUo 

Do. 
Uo. 
Do. 

Bhto. 

ladla.n State. 
Company anbeldlzed! 

by tba Govornmon' 
of lnt.lla.t 

Shto • 

Do. 

Do. 

Indian St.at.e. 
Do. 
Do. 

Do. 
Do. 

Dletriat Board .. 
Do. 

Forolgn CouD.tryr 

Stale. 
Do. 

Indian State. 
Do. 

IIne. • Under numlng power agreement, the B. and N .. W. Railway Company ron and haul t~lr tralnJ and traffic onw thiJ-

t Reaelna land anly from OoYerament. 
I Leued to the t)ovemment for a yearly aum of !30,000. 
:The trorlr:ing of tho line baa been tmnaferrOO to the My11ore Railway with etJeot from I at January 19a8 
U Purohued by the Oonrnmmt of India on 4th J'ebroary JD38, · • 
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}UILW.lY IIY!lTmL LDf:a OOIUBIUD D' 'I'D. 11ll"l'D'o ' } 

Name. Worked by Same. 

I 2 3 

CLASS D RAILWAYS--a.xld. 

Da.tjeelJ.og Hinwayan (a) DarjBC!ling fUm ... 
Railway Company. layan. 

s. Dibra-Sadt,a • AMam Railwaya and 
T<Odlng Compaoy. 

7. Qaetwar'e Baroda Indian State 
Stale. 

8. Gondal • Do. 

0. Jaipur State Do. 

10. Jamnagar and Dwarb Jamnagar and Dwarb 
Railway Company. 

II. Janagod Sla~ • 

lJ. Mon1 

Indian State 

Do. 

Do. 

1'. Shoh<lora (Dolhl) Shahdora (Dolhl) 
S.haraupur 1Jgbt. Saharanpur Light. 

Railway Compuy. 

(6) Darjeft!ing lllma-
laya.n Extcr.naion~o 

(a) Dlbru-Sadlya : 

(b) Lodo and Tlkak·M.,._ 
~berila ColUD!'Yo 

(o) Gookwar'o B•roda 
Slat. 

<•l Khljadly• Dhut 
(c) Pradat Roatl Kodinor 
(a) Bodo!! Cbbola Udll· 

pUI', 
(o) Qr.ekWir'a Baroda 

Stat-e. 
(a) Gondal • • 
(6) Je-tai.....,Rajkot 
(c) Porbandar State 

Jaipur State 

(11) Jamnagar • 
(6) Okhamaudal • 
(C) Jamna.gU'oDwarka 

,JunagBd State 

HO"I. 

(a) Myaoreo • 
(b) Kolar Dillriot , 
{c} 1·arikero-Nanurimha-

rafapura Lljj:bL 
(d) Bangalore.Ohlk• 

Blillapur Light. 

Shahdara (Dolhl) Sahl· 
ranpur Light. 

CLASS m RAILWAYS. 

1. Abmadpur-Katwa 

2. Arnh-Suaram IJgbt. 

3. Bankura-D&JDOOdar 
River. 

4. Baruet.Baalrhat. 
!JghL 

1. Bengal ProYlnolal 

8. Bulthllupur-Bihar 
Ugbt. 

Ahmadpur-Katwa 
Railway Company. 

Arrah-Saaaram Light 
RaUway Company. 

Bankura·DILID.oodar 
River Railway Com· 
pany. 

Bai'Met..Bulrhat 
Railway Company. 

Bengal Prnvlnolal 
ltaihr&y Compatt7. 

Bukhtlarpur-Bihar 
Ugh!. Raflny Com· 
pany. 

Abmadpur-Katwa 

Arrah·Sauram Llgb~ 

Bankar&-Oamoodar 
lUver. 

Baruot-B~~.tlrha~ Light • 

(o) ~ngal Prodnelal 

(b) Dughara-.Jamalpur­
gunj. 

Bukhtlarpur-Blbar Lfght 

Bordwan-Katwa Rall- Bur.Jwan-Katwa 
way Compuy. 

Gauge. 

4 

8' 31' 

a· at• 
8' Sf" 
a• at• 
s· 8' 

2' 8' 

S' 81' a' a • 
s· at• 
a· at• 
a• at• 
a· at• 
3' 31" 

3' 31" 

a· at• 
a• at• 
2' 8' 
2' 0' 

2' o· 

2' o· 

2' o· 

2' e· 

2' 6' 

2' 6' 

2' 6' 

a. Cutob Sla~ . llndlan State ·I Cotob a .. ~ • -12'6' 

• Financed oo rebate terma gino by the Jamnagar Dnrbar. 
t Rfrlemvea only land from Government.. 

I Rou~ 
• IIIU;so. 

&I 

oa 

88 

a 
2M 

87 
18 
28 

838 

IJO 

" 41 
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Do. 

Do. 

Do. 
no. 
Do. 

Do. 

Do. 
Do. 

Bra.nob line Company 
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Indian St.te. 

132 Do. 

338§ Do. 
63 Do. 
27 Do. 

89 Company guaraot.Hod 

93 

32 

OG 

60 

33 

9 
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by Indian Stat6. 

Comprm:y aubftidlud 
by ProvinoiGI G01'• 
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Branob line Compuy 
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terma. 

Com}Jany aubaidiud 
by Dl11trlct Board. 

Bra11oh line Company 
under guarautfre 
tcnne. 

Company tubeJdiu-d 
by Di1trlot l3oar0. 

Unauilted Com· 
pony. 

Branch line Comp&~~y 
under goaranttwe 
term•• 

Company aobeidiud 
by District Board. 

32 Braoob line Company 
under guaranttoe ....... 

72 Indian f:tate. 

l SubO:ly oeaaed with effect. from 1920-21. 
t DON not fnolude the mUeage of llangalore-Haribar and Htndopur (Yewantpur·My•oro Frontier) branohee takt-o 0 ,.er 

from theM. I; 8. M. Railway ou Jd January J938. 
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t~ R&n.w .. y nsnx .. ~ COIIJ'·n"'' m m:a ~ 

'~~-- Warted by N.- Gaap. Roate I o.-lby Kileap. 
I 2 I 4 I 8 

CLASS m RAILWAYS 

.. Jlolul.llohtu U.hl • Dehri-llobtu LIP• 
Railway Coml*l7• 

Dehri-llohtu 14h& I' r 28 Oompauy ... -h.J' l>idrio< Board. 

10. Dholpar s- . ID<tiaDS&ate DholparS&ate r·r II ID<tiaDState. . . 
u. J\ln.h.hlampar .Pan.b-lslampur hn.h-lslampar • ·I' r 17 llroDchliDoOo-

U.bl -,. Com- aDder guarau ... 
1'""1• -U. G-nllorl4b• • lD.diaa S&ate OwallorlJP& I' .,. 291 .bdiaa.State.. 

11. Bcnnah-Amla 14h• • Bowrab-Amla Ughl 
Raihra.l' Oo-. 

Bo..-..11-Amla Ugh& I' .,. 44 Company nWdiled 
bylliatrid:Board. 

1~ Hcnrralr..Bheekh·•· Bowrah Sb••h•la Howrah Sb-tbak Ugh& I' .,. liO Do. • 
Ugh&. Ligbl Rail_,. 

OompaD.J'o 

II. .Japdhri Ughl Japolbrl U.hl Jlall. lapdhrl Ugh& I' .,. I U..-....1 Oom-. 
way Compe.DJ. 

ll.lOtha& . Rkv Steam Nanp. 
llo1l Company ODd 
India o......J Na.t-

Jorhal (l'nlri=ial) I' .,. 32 State. 

~&loa aa4 BaiiYa:r 
DIJIOD.l'• .. ; 

IT. ltallgha'-Falta ltallgha'-Falta RaiJ. JtaHcba'-Falte I' r 28 llnachliDo~ 
wayOomJIU1. 1Didv guarautoe -

IS. ltaJa.bnpa- Bul bdla DlstiJJeriea ltaJa.bn~ 14b& I' .,. 17 U..-....10...-. 
Lish'- and Sugar Factoriel. 

1a. Hallunal4bl lolaU.eran Steam 'J'Iam. 
way Com~. 

MaU....,.U.hl . I' .,. 13 Company a.Wdiud 
byU..Go-
of ID<Iia. • 

20. T•~Ballpara Tezr.:;Ballpara Toqx>n>-Balipara!4bl. I' r !0 Oompaa:r oubold&o( 
team. 'tramway by lliotrie& Board. 

Oompazl,J'. 

11. '!'rinllonl U.h• T.NamboramalCholly 
ODdS..... 

Tmollore 14h• . I' o• I U..-....1~. 

21. Udalp....cbi ........ • IDdlaaState UdalparoChl&otprh I' 31' 148 lD<tiaD State. 

•-.. land ODd nbateln>m GonmmoDL 
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APPENDIX B. 

Relations of the Government to Railways in India. 

(Reprinted from the Report for 1914-15 and brougltt up to date.) 

Diversity of Relations between the State and Railways.-One of t~e 
special features of the Indian Railwa~ syst~m is. the diversity of con~itions that prevatle 
in the relation of the State to the vartous hnes m respect of ownership and control.. ~f 
the important lines situated in British India or in which the Go~ernme!'t of I.ndu• •s 
interested four fthe North-,Vestern,• Eastern Bengal, Enst Indmn (w1th whiCh has 
been amaigamateil the Oudh and Rohilkhand Railway from the 1st Julr 1925) and Great 
Indian Peninsula Raihvnys] are owned and worked by the State; five (the Bombay, 
Baroda and Centro! Indm, Madrns and Southern Mahrntta, Assam. Bengal, 
Bengal Nagpur and South Indian) ore owned by the State but worked on ~ts behalf 
Ly companies enjoying a guarantee of interest from the Government; two 1mporto.nt 
hoes (the Bengal and North-West~rn, and Roh!lkund and ~umaon) and many of ~ess 
importance are the property of prtvate companies, .some be1ng worked by the owmng 
companies and some by the State or by the compames that ~ork State-owned s;rstems; 
severn! minor lines are the property of District Boards or enJOY o. guarantee of mterest 
granted by such Boards. 

The diversity of conditions is in certain respects less important than might at first 
appear for the following reasons:-

The Government of India exercises under the Indian Railways Act, :1890, in res­
pect of all Railways in British India (and also, by virtue of arrangements 
with Ind\an States, in respect of certain railways passing through such 
States), certoin ·general powers. Thus a mil way may not be opened until 
a Government Inspector has certified that it has been constructed so as to 
comply with requirements laid down by the Government and can be used 
for the public carriage of passengers without danger to them. The Gov· 
ernment of India can also, in the intorest of the safety of passengers, 
require a railway -to be closed, or the use of particular rolling.stock to be 
discontinued, or may prescribe conditions for the use of the railway or the 
rolling-stock. They can appoint a Railway Commission to investigate 
complaints on certain matters such as the withholding of reasonable traflio 
facilities or the grant of undue preference. 

In ·addition, the Government of India (or in some cases Locnl Governments) 
exercise under the provisions of contracts detailed coo.trol over the manage­
ment of all Railway• in British India greatly exceeding that which is 
secured by the Indian Railways Act. They also have a certain financial 
interest in all companies in British Indio, and a preponderating interest 
in most of the railways which are of the first importance. 

History of Relations of the Government and Companies.-The main 
causes which have led to the present diversity of conditions in regard to the agency by 
which railways are managed, and the relations of the Government with the various 
classes of companies now in existence, are summarised in the following paragraphs:­
. The first proposals for the construction of railways in India were submitted in 1844 
to the East India Company in England by Mr. R. M. Stephenson, afterwards Chief 
Engineer of the East Indian Railways, and others; they .included the construction of 
lines by railway companies to be incorporated for the purpose and' the guarantee by the 

· J'ast India Company of a specified return. A contract for the construction by the East 
Indian Railway Company of an experimental line of 100 miles from Calcutta towards 
Mirzapore or Uajmehal at an estimated cost of 1,000,000!. was made in 1'849, and 8 
ret~r'! of 5 per cent. was gu!'ro.nteed by the E~st India Company on the Capital; and 
a stm1lnr contract was made 1n the snme year wtth the Great Indum Peninsula Railway 
Company for a line from Bombay to Kalyan at an estimated cost of 500,000!. But the 
policy of entrusting generally the construction of Indian rnilwavs to guaranteed com­
panies was not adopted until 1854 on the recommendation of Lore! Dalhousie, who in 
a minu~e, dated 20th April ~~53, explained his reasons for preferring the agency of 
compaDies, under the supervision and control of the Government, to the construction 
of lines on behalf of the Government by its own officers. He held that the State 
Engineer offices would make roil ways as well, and possibly as cheaply, and as expedi­
tiously as companies; but that the withdrawal from other duties of the large number 

• Include• the Delhi, Umballa, Kalka and Southern Punjab Ro.ilwaya which were purchased 
b7 the SecretAry of State on 3t.t )[arch 1926 and 1st January 1930 respectively. 
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l"of oflicera required would be detrimental lo the public interest, that the conduct of com­
mercial undertakings did not fall within the proper functiou of any Government and 
leaat of all within the functio.,. of the Government of India, Iince the dependence of the 
population on the Government waa, in India, one of the greatest drawbacb to the advance 
of the country, and that the country would therefore benefit by the introduction of 
English energy and English capital for railway purposes, with the possibility that such 
energy and capital wonld in due course be encouraged 1o aaaist in the development of 
India in other directions. 

Old Guaranteed Railways.-The policy supported by Lord Dalhousie .,.. 
adopted, between 1!154 and 1860. Contracts for the construction of Railwan in India 
were made by the East India Company, or (after 1858) by the Secretary of Staie for India 
with the East Indian, Great Indian Peninaula, lladras, Bombay, Haroda and Central 
India, Sind (afterwards, the Sind, Punjab and Delhi), Eastern Bengal Great 
Southern of India (afterwar~s, when a'!'algamated with the Caruatic Railway Company 
-see below-the Sooth ln~1an) and Cal!"'tta and Sooth-Eastern Railway Compauieo. 
1! nder tho:"" coo tracts the ~·lway compan1es undertook 1o construct and manage specified 
hnea, while the East India Company (or the Secretary of State for India) agreed to 
provide land and guaranteed interest on the capital, the rate fixed being in varioua 
C8l8l &, 4l and 41 per cent. according lo the market rates prevailing when the various • 
contract• were made. Half of any surplua profits earned waa to be used towards re­
paying lo the Government any sams by which it had been called upon to supplement 
the net earnings of any previona period in order to make good the guarantee of interest; 
and the remainder wao lo belong to the shareholders. In practically all matters of im· 
portance except the choice of staff, the companies were placed by the contracts under 
the mpervision and control of the Government which had power lo decide on the Standard 
and detailo of construction; the rolling-elock to be provided, the number, time and speed 
of trains; the rates and fares to be charged; the expenditure to be incurred; the standard 
of maintenanr.e; and the form of accounts. The railways were to be held by the 
companies oo leases terminating at the end of 99 years, and on such teruJination the fair 
value of their rolling-stock, plant and machinery waa to be paid to them. But provision 
wu also made lo enable the Government to purchase the lines after 2f> or 50 years on 
termo calculated to be the equivalent of the companies interest therein and also to enable 
the companieo 1o mrrender their lin., to the Government and to receive in return their 
capital at par. . 

Early Attempts to Secure Funds for Railway Construction without 
a Guarantee.-An attempt to secure the construction of railways in India, on terms 
more faYourable to the Government than those of the contracts with the original 
guaranteed companies, wao first made in 1862, when a subsidy, but not a guarantee, was 
granted to the Indian Branch Railway Company which proposed lo make feeders to 
the trunk lines in Northern India, and did actually make one snch line. Similar 
aaeiatance Willi granted later to the Indian Tramway Company, which made a short 
line in Madras. In 1864, the terms granted to the two companies mentioned were 
taken u a standard for general adoption with a view to the encouragement of oinillar 
companies. The chief provisions were that the Government, besides giving the necessary 
land free of coste, would grant an annual subsidy for 20 years at a rate not exceeding 
£100 per mile of line with an addition in respect of large bridges costing more than 
£10,000. These terms failed to attract capital, and the two unguaranteed companies 
which had begun work found themselves after a few years unable to proceed without 
further a58iatance from the Government. Consequently, in 1867, a contract was entered 
into with the Indian Branch Railway Company (which soon after. changed its name 
to the " Oudh and Rohilkhand Railway Company ") by whic_h t!'e company "!"" 
guaranteed interest at f> per cent. per annum on the cost of certam lines to be ca"!ed 
out by it, on conditions similar to those laid down in ·the con~s of the. pen~ 
18M-1860. Similarlv, the Indian Tramway Company, after havtng been g~ven In 
:1868 a guarantee of 3 ·per cent. per annum, we!'t in'? liquidation in 1870, and became 
abaorbed in a new company called the Camahc Ra•lway Company (afterwards am_al­
gamated with the Great Southern of India Railway Company !o form the South lnd1an 
Railway Company), with which the Secretary of State entered ~nto a contract guarantee­
ing interest on ito capital at & per cent. per anaum. 1n 1869, S1r John Lawrence summed 
np the remit of the experiment of the construction of railways by unguaranteed ."'!m­
paoieo 88 follows:-" The Government of Indi_a baa tn: seve~ year:' been ~TIDg 
to induce cnpitalista to undertake the conatrnction of railways m I!'d1a at thell' own 
risk, and on their responsibility with a minimum of ~vemment mterfe~nce. But 
the attempt baa entirely failed, and it baa become obnoua that no ~p1tal can be 
obtained for such undertakings otherwise than under a. ~arantee of •.nterest ful_ly 
equal to that which the Government wonld have to pay 1f It borrowed directly on 1te 
own account." 

The attempt lo encourage unguaranteed compan!es having. thus been nnsuccessful, 
it became neceti88ry to decide whether the old practice of relymg on guaranteed com­
paui..,, of the type that had provided capital for, and had constructed, the lim railways 

21 A 
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in India, should be continued. '£he Go.vernment of India expressed their obJection• w I') 
th. Thev doubted whether then power of control over such compamea secured 

ts course. <. . I d. lik d th ts the reate6t poss1ble economy in construchon. Th~y a so JS ~ e arrangemen 
undo~ which they guaranteed the interest on the eapttnl of eom.p1uues, and thus became 
res onsible for loss on working while h~ving ~nly. a comparallvely re~te prospect of 
pr.&ting by the result of successful workmg • .'lwo tmpor~nt.changes ."ere consequen.tly 
made in the practice that had been followed Slnce the begmntng of rat! way constructlon 
in India:-

1. Arrangements were made with some of the most important of the guaranteed 
companies that, in lieu of the provision that half of any surplus profits was 
to be applied in repayment of sums advanced by the Government under the 

unrantee of interest, half of the surplus profits for each h~-yea_r sh~uld 
~e the property of the Government. In consideration of th1~ modtfica~·lOD, 
the Government relinquished, in the case of three coD?-po.tues, the Great 
Indian l'eninsula, the Bombay, Baroda and Central Indtn and the Madras, 
its right to purchase the lines at the end of the first 25 years from the dates 
of the respective contracts. 

2. It was decided by the Secre.tary of State. ~hat the t.ime had .arrived whe~ in 
both raising and expendmg ouch addthonal capttn! as nug~t be reqmr.d 
for new lines in India, the Go,·ernment should secure to 1tself the full 
benefit of its own credit and of the cheaper methods which it was expected 
that it would be able to use. Accordingly, for several yenrs after 1869, 
the capital expenditure on railway was chiefly incurred direct by the 
State and no fresh contracts with guaranteed companies were made except 
for 8lll8ll extensions. Among the lines constructed or begun by State 
agency and from State capitnl between 1869 nnd 1880 were the Indus 
Valley, Punjab Northern, R~jputann-Mnhva, Northern Bengal, Rangoon 
and Irrnwady Valley• and Ttrhoot. 

Progress in the Construction of Railways.-Ily the end of 1879, in about 
25 years from the introduction of railways in India, 6,128 miles of railway hnd been 
constructed by companies which hnd expended, approximately, .£97,872,000 (these figures 
include the Calcutta and South-Eastern nod Nalhati Railways which were constructed 
by companies but were purchased by the GoYernment in 18GB and 1872, respectively). 
By the same date 2,175 miles of railway had been constructed by the GoYemment nt 
a cost of £23,G95,22G. 

Introduction of Modified Guarantee Terms.-In 1880, the necessity for 
great and rapid extension of the railway system was urged by the Famine Commissioners, 
appointed after the great famine of 1878, who estimated thut at least, 6,000 miles 
were still necessary for the protection of the country from famine. It wns held by 
the GoYernment of the time that a limit was necessary ou the cnpitnl borrowed annually; 
and it wns clenr that the limit fixed wns not high enough to allow of such progress 
in railway construction na was desirable. 'Vith reference to this difliculty the l 1'umine 
Commissioiler remarked: 11 that there would be manifest ndvuntuges in giving free 
ecope to the extension of 1uilwuy8 by private enterprise if it were possible; and, though 
the original form of guarantee has been condemned, it mny not be impossible h., find somt-. 
substitute which shall be free from its defects, and may secure the investment of cnpito.l 
in these undertakings without invoh·ing the Government in finuncinl or othet· liubilities 
of an objectionable nature." 

Action in the direction suggested hy the Commission WB!J token by the formation of 
three companies without a guarantee (the Bengal Central in 1881 and the Bengal and 
Nor~h-Western and Rohilk'!~d and Kumno~ in 1~82), n~d three new gullmnteed com­
pames (Southern Mnhrattn ,.,. 1882, the Ind10n M1dland m 1885, and the Ilengnl N ng­
pur in 1887). The Bengnl and North-Western and the Rohilkund dhd Kumaon Rnilwal 
Compnnies are, referred. to more fully, in a later paragraph. '!'he Bengal Centrnl Rni _ 
way Company s operations were not succesdul at the outset, and o revised contract was 
entered into with the company,, with effect from the 1st July 1885, under which the 
Secretary of State guaranteed mterest at 3f per cent. on the companY's rnpitnl the 
balance of net earnings remaining after p~ment of interP-IIt on advance~ by the Secre­
tary of State and debenture capital (but not the share capital) being divided between 
the Secretary of State nod the company in the proportion• of three-quartero to the former 
and one-qunrte.r to the lat~er. The new contrnct gave the Secretary of State the right 
to take posoess•?n of the hue on, the ~Oth .June 1905, or subsequently nt intervals of 10 
years, on repny10g the .company s cnpttnl at pur. The rate of interest gunrnnteerl to the 
Southern Yahrntta Rntlwny Company was also 3l per cent.· in this ca•e the bnlnJJ('e of 
net earnings remaining after payment of interest on ndvnnc~s by the Secretory of State 
(but not on share or tleb.enture capitol) WOIJ clivisible in the snnle way us in the case of 
the Bengal Central Rn1lway Company. The guarantee to the Indian Midland and 

• Form~ part of the Burmta Railwnya whiC'h have hi!en trnndcrred to the Gon•rnment or Burmn. 
on bt Apnl 1931. 
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Be~gal Nagpur Railway Companies was 4 per cent.; and the Secretary of State waa 
entitled to three-quarters of the eurplua profits in excess of all interest charges The 
li~es constructed by the three companies l~t mentioned were declared to be the p;.,perty 
or the .Secretary of State, who !'ad the t:Jght to determine the contracts at the end of 
sppro:umately 25 yean after the~.r respective dates, or at subsequent intervals of 10 years 
on repaying at par the capital provided by the companies. ' 

The Assam Bengul Railway Company was formed on similar lines in 1892 e:<cept 
that. any surplua protita were to be divided between the Secretarv of State and the com­
pany in proportion to the capital provided by each. The rate of guarantee in thia case 
was 3l per cent. for the first six yean and thereafter 3 per cent. 

The terms of guarantee given to the companies formed ~il!ce 1880 have thus been 
much more favourable to the Government than in the case of those formed before 1869 • 

. Termination of Contract.s ·of the Old Guaranteed Companies.-In 
d""hng with the guaranteed compames formed before 18(;9 and with those formed in 1"!!81 
and subsequently, it has been the practice (except in the cases mentioned above when the 
purchase of some of the old guaranteed lines was postponed in order to sec:U.e to the 
Governm~t a share in surplua profits) to use in some. wa.r or other at the earliest possible 
date the right reserved by the Government of temunating the contracts of the various 
rompanies. The method of making use of this right has difiered in difierent cases. The t 
Eastern Bengal, the Oudh and Rohilkhand, the Sind-Punjab and Delhi and the Southern 
Punjab lines were purchased and transferred to State management, the last two now 
forming part of the North Western Railway. Similarly, the Bengal Central line was 
purchased and made part of the Eastern Bengal Railway. The Madras and the Indian 
llidland lines were acquired but left, after acquisition, under the management of com­
panies working other lines with which it was advantageous to amalgamate them. In 
the cases of South Indian, Bombay, Baroda and Central India, Southern Mahratta, and 
Bengal Nagpur, the course adopted has been to arrange for the continuance of manage­
ment by the original company (or by a new company closely related to the old one), 
but to secure more favourable financial conditions for the State by one or more of the 
following methods :-reduction of the amount of capital retained by the companies in 
the undertakings, reduction of the rate of interest guaranteed by the State on such 
capital and modification in favour of the Government of the clauses relating to the 
division of surplus profita. This method was adopted also in regard to the East Indian 
and the Great Indian Peninsula Railways, but the contracts under which they were 
being worked having terminated on the 31st December 1924 and the 30th June 192o 
respectively, the management of these lines has been taken over by the State from those 
dates. Similarly the management of the Burma Railways was taken over by the State 
on the termination of the contract with the Burma Railways Company on the 31st 
December 1928. From 1st April ·1937 this railway has passed to the control of the 
Government of Burma. 

Arrangements between the Government and Companies at present. 
-The relations between the Government and the guaranteed companies now working 
:-.ilways may be summarised as follows:-

The lines that they work are the property of the State. 
The greater pnrt of the capital is the property of the Government, either through 

having been originally supplied by it or through the acquisition by the 
Government of the greater part of the companies' interest on the termin­
ation of old contracts. 

When funds are required for further capital expenditure, the Government has the 
option either of providing them or of calling on the company to provide 
them. Both the Government and the company usually receive interest at a 
fixed rate on their capital and surplus profits are divided ootween the Gov­
ernment and the company in the various proportions provided for by the 
contracts. The company's share is in most cases only a small proportion of 
the total amount. 

All the contracts are terminable at the option of the Secretary of State, at 
specified dates; and on termination the company's capital IS repayable at 
par. 

Tho administrative control exercised by the Government over the companies is as 
<follows:-

The company is bound to keep the line in good repair, in good _working condition, 
and fully supplied with r?lling-s~ock, plant, !-I'd mac~1~ery; to keep ~he 
rolling-stock in good repair and m good worln~g condition; and !o ID;•.m­
tain a sufficient stall for the purposes of the bne ;--<lll to the satisfaction 
o£ the Secretary of State. 

'.!'he Secretary of State may require the comp~y to carry out nny. alteration or 
improvement in the line, or in the working that h! may thm~ necessary 
for the safety of the public or for the eliectual working of the !me. 
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The Secretary of 'State may require the. company t.o .enter. into agr~em~nts, on 

reasonable terms and conditions, lnth the admJmstrat1ons of adJ~lniDg raJl ... 
ways for the e:'<ercise of running powers, for the supply to o!'e another of 
surplus rolling-stock, for' the interchange of traffic and rolhng-stock and 
the settlement of through rates, and for additions a.nd alterations to,, or t~e 
redistribution of, e:s.isting accommodation in junctions or other stations m 
view to their con,·enient mutual use. 

The b·ain service is to be such as the Secretary of State mny require. In order to 
secure a general control over the rates quoted by companies, the Secretary 
of State has retained power to settle the classification of goods and to 
authorise maximum and minimum rates within which the companies shall 
be entitled to charge the public for the conveyance of passengers and good& 
of each class. 

The company has to keep such accounts ns the Secretory of State mny require, and 
these nre subject to audit by the Secretary of State. 

In all other matters relating to the line the company is made subject to the super­
vision and control of the Secretory of State, ":ho mn:y appoint. such pe~•?n• 
as he may think proper for the purpose of mspectmg the hne, aud1tlng 
the accounts, or otherwise exercising the powers of supervision and ~ontrol 
reserved to him. In particular, the Secretary of Stnte hns the nght to 
appoint a Government Director to the Board of the company, w1th a power 
of veto on all proceedings of the Boord. Al,l the moneys received by the 
company in respect of the undertaking, whether on cnpitnl or revenu" 
account, have to be paid over to the Seoretary of State. 

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

Thus, the Go~ernment has the preponderating financial interest in the lines worked 
by the two classes of guaranteed companies, those formed before 18G9 and retained aa 
working agencies with reduced capital after purchase, and those formed on terms more 
favourable to the Stnte after 1880; it has exceedingly wide control over the methods of 
working; and it has the ri17ht of taking possession of the lines nt specified times on re­
payment at par of the cap1tal of the compunies. 

Other Lines Worked by Companies.-In addition to the lines refened to 
above, and apart from lines constructed by Branch line companies, District Boards and 
Indian States, two lines of some importance have been constructed by companies which 
receive no direct assistance by the Government, nnmely, the Bengal and North-·western 
Railway and the Rohilkund and Kumaon Railway. (The Rohilkund and Kumaon 
Railway Company was guaranteed interest at 4 per cent. during conotruction and received 
for 10 years thereafter a subsidy of Ra. 20,000 per annum. This ceased in 1894). 
While, however, these companies have no guarantee or other dil'cct payment from the 
Government, they derive some advnntage (partly through direct participation in profit& 
and partly through reduction of expenses) from the fact that the working of certain State 
lines has been entrusted tc them, the Tirhoot Railway to the former company and the 
~ucknow-Bareilly Ra!lway to ~he latt.;r. '!'heir lines em~ be purchosed by the State 
m 1942 on terms wh1ch are d1flerent m respect of the d1flerent sections of the lines, 
but. are, on the whole, much more favouruble to the companies than those provided 
fo; 10 the contracts with the guaranteed companies. Failing purchase in 1942, the linea 
w1ll become .th:e pr~perty of the Sin!• in 1981 on payment of certuin amounts. The 
general admmlBtrahve control exermsed by the State over those companies and the 
control over expenditure are similar to thot which is exercised as explained above 
over guaranteed companies. ' 

.. 
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A.l'PENDIX C. 

The Organisation for Government control. 
The initial policy of the Government of India for the construction and working 

of railways wae the establishment of guaranteed railway companies of English domi­
cile. Control over the operations of these companiee was at first secured through the 
appoint~ent ?f a Co!'sulting Engine~r of Guaranteed .Railways. Some years later 
lAcal Consulhng Engmeers were appomted for the exerctse of control over guaranteed 
railways and over State-owned railways in the construction-of which the State had been 
financially interested and which had been leased to companies for working. These 
<>fficers combined the duties of supervision and control on behalf of the Government of 
India and of an Inspector under the Government of India Railway Act. The Govern­
ment of India were not directly concerned with the ownership of railways untii 1868 
when the Calcutta and South Eastern Railway was surrendered t<J the Indian Govern­
ment under the terms of the contract between the Secretary of State and the Company. 

Owing to tlie Government of India having in 1869 definitely adopted the policy' 
<>f direct construction and ownership of railways, a. period of rapid development of roil­
way construction ensued and it became necessary to relieve the Public Works Depart­
ment Secretariat of the Government of India in some measure of the detailed control 
<>f railways. Accordingly in 1874 a State Railway Directorate was established and the 
greater portion of the State Railway establishment and business connected with Stat~ 
Railway Administration was transferred to the control of the Director of State Rail­
ways, an officer who functioned on much the same lines as the head of a department 
under the Government of India. The Consulting Engineer to the Government of 
India for State Railways wae at the same time associated with him but all important 
matters had still to be referred to the Public Works Department. A special Deputy 
Secretary in the Railway Branch of the Secretariat of the Public Works Department 
was also appoin_ted to conduct the correspondence between the Government of India and 
these officers. 

Early in 1877 a further change wae made in the organisation responsible for the 
administration and control of State Railwa.ys and in the place of one Director of 
State Railways three Directors of territorial systems and one Director of State Rail­
ways Stores were appointed. These territorial divisions comprised the following 
systems:-

Centrul 
Western 
and North Eastern 

1,179 miles. 
927 miles. 
830 miles. 

This division of the administration on a territoria.l basis pro,-ed unsatiafactory 
in practice as it resulted in the issue of conllicting orders as far as the management of 
open lines was concerned although no difficulty was experienced in the supervision 
of new construction. 

As the number of lines under construction had decreased and in order to remedy 
the defect just mentioned, it was decided in 1880 to abolish the Directors of the 
Centnl and "'estern Systems and to tranafer the work allotted to them to the Con­
sulting Engineers of the neighbouring guaranteed railways. The abolition of these 
two appointments resulted in an increase in the administrative work of the Secretariat 
and it was found necessary to raise the statu.• of the Deputy Secretary to whom the 
powers previously exercised by the Directors had been entrusted, to that of Director 
General of Raihmys. 

In the revised organisation the Consulting Engineer to the Government of India 
for State Railways was associated \vith the Dhector General of Railways and assisted 
the latter primarily in an ad,isory capacity in matters of civil engineering while the 
Director of Stores similarly acted in matters concerning stores and rolling-stock and 
at the same time was an adviser in matters affecting establishment. The Director 
<>f Traffic was appointed at the same time as an adviser on traffic problems and the 
accounts work of the department was placed under the Accountant General, Public 
Works Department. 

Go..-ernment control and sul'ervision of the Guaranteed Railways continued to be 
.e:<ercised by the Local Consultmg Engineers to Government. There were five such 
officers at the time with headq_uarters at Bombay, Madras, Calcutta, Lahore and 
Lucknow. The Consulting Engmeers at Madras and Bombay worked directly under 
the Gonrnment of these presidencies, while those at Calcutta, Lahore and Lucknow 
were under the immediate orders of the Government of India. Under this arrange­
ment practically all powers affecting the finances and day to day management of the 
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railwavs were vested either in the Consulting Engineers or in _the Gove':"ment, botLI') 
for the guaranteed railway companies. and later on for Stote Rallways whtch had b••" 
leased for working to railwn.y compames. . . 

The following is n list of the administrati'<e appointments that extsted tn 1881 :-
1. Member of the Governor General's Council, Public "'orks Department. 
2. Secretary, Public Works Deportment. 
3. Deputy Hecretary, Railway Branch. 
4. Under Secretary, Railway Branch. 
5. Consulting Engineer of State Railways. 
6. Director General of Railways. 
7. Director of Construction. 
8. Accountant General, Public Works Deportment. 
9. Director of State Railways, Stores. 

10. Three Assistants to the Director G enerol of Railwoys. 
11. Consulting Engineers for Guoronteed Railways at Calcutta, Lahore ai>d 

Lucknow. 
12. Deputy Consulting Engineers for Guaranteed lines, Calcutta, Lahore and 

Lucknow. 

Madra. and Bombay. 

13. Joint Secretary, Railway Bmnch and Consulting Engineer :for Railways. 
14. Deputy Secretary, Public Works Deportment. 

Punjab. 

15. Secretary, Public Works Department. 

By this time also Local Gowrnments and Administrations had been induced to 
take a practical interest in the management of rnilwuys nnd in a fvw cnscs short e:den­
sions had been constructed froni funds the interest of which Local Governments had 
accepted responsibility to pay. Such lines were controlled by the Lor.nl Government! 
concerned under the general supervision of the Government of India. 

After 1881 further alterations of a more or lc•s detailed character were mn<le in 
the administrative organisation nnd by 1890 the following changes had taken plac•. 
Instead of a Deputy Secretary and Under Secretary, Railway Branch, there were th~n 
only an Under Secretary and an Assiotant Secretary, Railways, in the General Branch. 
The posts of Director of State Railways, Stores, and Director of Construction had di•­
appeared and in their place there was an Under Secretary, who wae an e.o-olficio Deputv 
Director General of Railwoys. The post of Accountant General, Rnilways, had also 
been abolished and the Accountant General, Public Works Department, was once more 
made responsible for this work. 

Further changes were made in 1897. In that. year the post of Director General 
of Railways Wll8 abolished and the post of a Secretary to the Government of India 
in the Public Works Department was created in its place. The other administrativ• 
and oecretariat appointments at the headquarters of the Government of India at the 
time were:-

(1) Director of Railway Construction, and Deputy Secretary and ez-olfiuio Direc­
tor of Stores. 

(2) Director of Railway Traffic, and Deputy Secretary and ea:-olficio Director of 
Railway Statiotics. • 

(3) Two Under Secretaries. 
(4) Two Assistant Secretaries. 
(5) One Mechanical Assistant. 

The post of Consulting En~ineer for State Railways was also abolished and his 
duties transferred to the two Dtrectoro. The supervision of the accounto work of the 
Department, however, still remained under the Accountant General, Public Worko 
Department, who was also an ez-olficio Deputy Secretary to the Government of India. 

In Octaber 1901, Sir .T~omll8 Ro_bertson, q.V .0., w!'s. appointed b>;: Hio Majeoty's 
Secretary of State for lndta 10 Counctl as Spectal Commtsstoner for lncfian Railways to 
enquire iota and report on the administration and working of Indian Railways. In 
his report, which became available in 1903, Sir Thomas recommended that the adminio­
tration of the railways in India should be entrusted to a small Doard consisting of 
a Pre.sident or C!hief Commissioner who should have a thorou~h practical knowledge 
of ratlway working, and shoald be a member of the Viceroys Council for roil way 
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("' mattere, and two other Commisaionere who should be men of high railway standing 
and should have a aimilar training to that_ of the President. He recommended tha~ 
the Board should, in addition to the necessary office establishment, be provided mth-

(1) A. Secretary who should have received a suitable training in the practical 
working of railways, and who should be u-officio a Secretary to the Gov­
ernment of India. 

(2) A. Chief Inspector of Railways, to ad,ise on all technical, engineering and 
mechanical questions. 

(3) A. suitable number of Government Inspectors. 

Sir Thomas Robertson's recommendations were careful4-. considered by the Governor 
General in Council and the Secretary of State, and early in 1905 it was decided that 
the Railway Branch of the Public Works Department of the Go..-emment of India 
should be abolished and that the control of the railway systems in India should be 
transferred to a Railway Board consisting of three persons, a Chairman and two 
Members. The Chairman of the Board was vested mth the general control of all 
questions committed to the Railway Board with power to act on his own responsibility 
subject to confirmation by the Board. The Railway Board were authorised to delegate 
to the Chairman or a member the power of settlin!!" questions which might arise on· 
any tour of inspection, such decision to be recorded subsequently as an act of the Rail­
way Board. The Board was made subordinate and directly responsible to the Govern­
ment of India in the Department of Commerce and Industry. 

The Railway Board assumed office in March 1905 and were provided with the 
following establishment:- • 

1. Secretary. 
2. Examiner of Accounts. t .. 

3. Under Secretary, Construction. 
4. Under Secretary, Traffic. 
6. Registrar. 
6. Director of Railway Construction. 

Certain changes were, however, made in the following year and the establishment 
then consisted of :- • 

1 Secretary. 
3 Asaistant Secretaries; one each for Establishment, Construction and Traffic. 
1 Registrar. 
1 Director of Railway Construction. 
1 Railway Accounts Officer. 

Sir Thomas Robertson had further sug!!"9sted in his detailed recommendations 
that extended powers, both administrative and financial, should be delegated to Boards 
of Directors of Companies, that the appointments of Consulting Engineers should be 
abolished and that the work which they performed under the Railways Act should 
be entru•ted to a body of Government Inspectors to be appointed for the purpose. 
These rl'COmmendations were' given eftect to in a modified form m 1908. 

Within a short time after the constitution of the Railway Board, it was found 
that work was being hampered by having the- Commerce and Industry Department 
between the Railwav Board and the Governor General in Council and in October 190S 
on the recommendations of the Railway Finance Committee presided over by Sir James 
Mackay (now Lord Inchcape), the following changes were mtroduced :-

(1) The appointment of the Chairman of the Railway Board was changed into 
that of President of the Railway Board and enhanced powere were vested 
in the President. 

(2) The Board with ito stall became collectively the Railway Department distinct 
from and indeJ?endent of the Department of Commerce and Industry, 
though remaintng under the administrative charge of the Hon'ble 
Member, Commerce and Industry Department, as the Railway Member. 

(3) The President of the Board was given direct accesa to the Viceroy as if he 
were a Secretary to the Government of India. 

At the same time ~ ~nsequ.ence of ~e amalgamation of the Public Works Depart­
ment Accounts and Civil Aud1t Establishments under the control of the Finance 
Member of the Government of India the appointment of Accountant General, Public 
Works Department, was abolished and the appointment of Accountant General, Rail­
ways, waa revived. 

22 
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In 1909 the post of Director of Railway Construction was abolishe<l .a~d the 1") 
appointment of Chief Engineer \vith the Railwny. Bon~d. for th~ pu~pose of advmng tbe 
Railway Board on technical matters connected w1th Civil Engmeermg was created. 

In Januarr 1914 it wa• decided that the importance of financial and commercial 
considerations "in co~nection with the control of Indian railway policy justified a 
modification of the rule that the President nnd Members of the Railway Bonrd should 
all be men of large expE>rience in the nctu~l workinJr of rai!ways. It w~ then de~ided 
that in future one member who equally With the others nught be appomted President 
should be selected for commercial and financial experienoe and a member with the 
necessary qualifications was appointed. 

This arrangement was, however, altered in 1920 when it was decided that all the 
three members of the Board should possess railway experience. 'l.'o assist the Board 
however, in the consideration of financial questions, the post of Fina:tcial Adviser to 
Railway Board was created. 

Owing to the expansion of railways in India and the increased work thrown on 
the Board a second Assistant Secretary, Engineering, was appointed in 1914, and in 
1916 the duties of the Construction llranch were divided between one branch dealing 

. with Projects under o.n Assistant Secretary and a second branch dealing 'lj'ith Way 
and Works which was sometimes under a separate officer and at other times under the 
Secretary or Chief Engineer. In 1922 the charge of the ·way and Works branch was 
divided between the Assistant Secretary in charge of Projects and the Assistant Secre­
tary in charge of Stores. 

In November 1922, the Board's estnblishment was strengthened by the appoint­
ment of a Chief Mechanical Engineer. This appointment was created to enable the 
Board to have at headquarters a reliable adviser on matters connected with mechanical 
engineering. 

During 1921 a Committee presided over by Sir William Acworth visited India and 
one of the questione referred to them was the evolution of a satisfactory authority for 
the administration. of the varied functions which the Railway Boord had to perform 
as:-

(<>) the directly controlling authority of the three State-worked systems aggre· 
gating 9,028 miles, . 

(b) representative of the predominant owning partner in systems aggregating 
22,949 miles, 

(c) the guarantor of many of the smaller companies, 
(d) the statutory authority over all railways in India. 

The Acworth Committee reco~ended in their report :-
(1) that a new Department of Communications responsible for railways, ports 

and inland navigation, road transport and posts and telegraphs under a 
Member of Council in charge of CommunicatiOns should be created, 

(2) that under the Member of Council for Communications there should be a 
technical staff consisting on the railway side of a Chief Commissioner and 
four Commissioner• and that of the four one should be in charge of finance 
and the organisation and stnfi' of the office and the other three Commis­
sioners should be in charge of three respective divisions, Western, Ea.st~m 
and Southern, · 

(3) that the technical staff attached to the Commission should be strengthened 
specially on the traffic side. 

The Government of India, though they did not accept the'first recommendation of 
the Acworth Committee, agreed to the re-organisation of the Railwa;r Board being under· 
taken on the principles underlying the report of the Acworth Committee. The appoint­
ment of a Chief Commissioner was accordingly sanctioned in November 1922, and in 
accordance with the recommendations of the Acworth Committe~ he is eolely responsible, 
under the Government of India, for arriving at decisions on technical questions and 
advising the Government of India on matters of Railway policy; he is not liable to be 
over-ruled, aa the President was, by his colleagues in the Railway Board. 

The first duty of the Chief Commissioner was to work out detailed propcsals for 
the re-organisation of the ~ailway Bo~rd an~ as a fir~t step he made recommendations 
~ the Gov~rnment of Ind1~ for the Immedtate appomtment of a Financial Commis­
atoner.. Thu!l recommen~ahon was strongly endorsed by the Indiaxl Retrenchment 
CotDllllttee and the appomtment of the Financial Commissioner Will! made in April 1923 
wi.th. the sanction of the Secretary of State. The further proposals of the Chief Com­
mtsstoner fo~ the re-organisation of the Railway Board were accepted by the Govern­
ment of In?Ia and the Secretary of State and were introduced from the 1st April 1924. 
It wa~ _decJded, however, for r~asons connected with the present statutory position of 
t~e Ratlway Board, and to av01d confusion with the provisions for a Railway Commis­
SIOn under Chapter V of the Railways Act, to retain the name u Railway Board " 
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rfor the headquarten organisation of the Railway Department instead of .. Railway 
Commi .. ion " aa recommended by the Acworth Committee. 

The Railway Board aa then reconstitnted consisted of the Chief Commi..ioner a& 

President, the Financial Commioaioner and two )[embers, the Chief Commissioner being 
Secretary to the Government of ~a in the Railway Department. The proposal of 
the Acworth Committee that the Indian Railwavs should be sub-divided into thzee 
territorial divWon& with a Commiaaioner in charlie of each was not accepted, and the 
work of the llembers of the Board was di>ided on the basis of subjecta and not on a 
territorial bee:ia. One llemher dealt with technical subjecta and the other with general 
administration, personnel and traffic subjects, the Financial Commissioner represent­
ing the Finance Department on the Board and dealing with all linancial questions. 

The re-organisation carried out in 1924 had for one of its principal objecta the 
relief of the Chief CommiMioner and the llembers from all 'but important work ao _aa to 
enallle them to devote their attention to larger questions of railway :policy and to· 
enable them to keep in touch with Local Governments, railway administrations and 
public bodies by touring to a greater extent than they had been able to do in the past. 
This object was effected by placing a responsible Director at the. head of Hch of the 
main branches of the Board' a work, namely Civil Engineering, llechanical Engineering, 
Traflic and Establishment. The former Chief Engineer ·and the Chief Mechanical 
Engineer who had been· employed mainly in consultative work, became Directors and · 
together with the Direetors of Traffic and Establishment have been made responsible 
for the direct diapoaal of the work of their branches under the general orden of the 
Railway Board. 

The poets of Joint Secretary and 4 Assistant Secretaries were replaced by 6 Deputy 
Directors working under the Directors and in charge of branches dealing with Estab-, 
lishment, W orb, Projects, Stores, Statistics and Traffic. One Assistant Director waa 
also added to supervise the Teehnical Branch and the Drawing Office. The c1ispooal 
of the general work of the Railway Board wu provided for by the continuance of the 
poat of Seeretary in whose name all !etten and orders of the Board are issued. The 
position of the Board ao a Department of Government of India baa been maintained 
and it worb under the llember for Commerce and Railwaye. Aa already stated the 
Chief Commissioner ia the Seeretary to the Government of India in the Railway Depart­
ment and orders iAUed by the Board over the signatnre of the Secretary are orders of 
the Government of India. 

Experience of the working of thia organiaation. during 1924-25 and the decision 
agreed to by the Legislative Assembly in September 1924 to separate railway linance& 
from the general finances of the country made it neeessary to appoint a Deputy Director 
and an Assiatant Director of Finance. An Assistant Director of Statistics waa also 
added during that year. Later a Director of Finance was added to the establishment 
occupying, aa regards diopoaal of work, the eame position as the Directors referred to 
above. 

Further experience of the reduction of work resulting from the large delegation 
of powers and responsibility to the Agents of State-managed railways and the Board 
of Directors of Company-managed railways enabled a re-arrangement of work to be 
made during 1925-26 accompanied by a reduction in the staff. Under thia re-arrange­
ment the posts of 3 Deputy Directors, an Assistant Director and the Assistant Secretary 
were held in abeyance. The personnel work ,...... transferred from the Director of 
Establishment to the Secretary and a temporary post of Deputy Secretary was created. 
Further a separate technical office was established to take charge of the technical work 
of the engineering branches. The Technical Officer also acted aa u-officio Seeretary 
to the permanent Standardisation Committees which were appointed to deal progressively 
with all questiono of standards of equipment. · 

This arrangement was found, however, to be inadequate. In addition to the general 
increase in work in the Railway Board's office consequent on the taking over of the 
F.ast Indian, Great Indian Peninsula and Burma Railwaye under State control labour 
problema had aasumed such importance and were ao rapidly increasing in number and 
complexity that it was not possible to deal with them effectively without the appoint­
ment of additional staff. Accordingly it was decided to create an additional post of 
Member of the Railway Board to deal with staff and labour questions; leaving the 
Member in charge of Traffic, who had hitherto been dealing with establishment matters, 
to devote hia whole time to questions relating to the Transportation and Commercial 
aspects of Railway work. 

It was also decided to revive the post of Deputy Director, Establishment, so as to 
free the Director of Establishment from thia work, and thns enable him to give hia 
time to the study of problema of railway labour. Of the two posts of Deputy Directors 
of Traflic and Statistics one was held in abeyance from 1925 and the two poato have 
since been amalgamated. 

In October 1930 the compilation of otsti!ltical information which used previously to 
be done in the Board's office was entrusted to the Controller of Railway Accounts, and 

22.& 
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with the transfer of this work, the post of Assistant Director of Statisti~ waa also tran.o- ') 
ferred from the Railway Board's office to that of the Controller of Ratlway Accounta. 

In 1931-32 in view of the decline in traffic earnings and in the number and magni­
tude of Engine~ring works owing to financial stringency, the possibility of making te"!'" 
porarr reductions in the organisation of the Board waa explored and as. a result of t.hie 
exa.nunation and with the approval of the Secretary of State for Indta the followmg 
superior posts have been held in abeyance with effect from the dates noted below:-

Member, Traffic--29th :March 1932. 
Member, Engineering-5th May 1932. 
Director, Civil Engineering-4th December 1931. 
Director, :Mechanical Engineering-1st April 1932. 
Deputy Secretary-1st March 1932. 
Assistant Director of Finance-31st July 1931. 

It was also decided, for so long as the post of Member Traffic, was held in abeyance, 
to create an additional temporary post of Deputy Director, Traffic, with effect from the 
1st April 1932. 

! The re-organisation was complete in May l.932, and then the superior stnff in the 
office of the Railway Board consisted of the Chief Commissioner, the ]'inancial Commis­
sioner, 1 Member, 3 Directors, 6 Deputy Directors and 1 Secretory. 

Shortly after this, however, it was recognised that unless the work was to be 
seriously delayed, it would be impossible for the Chief Commissioner who hod to.ken 
over the duties of the Member Engineering, after that rost had been held in abeyance, 
to devote the time that was necessary for the disposa of Civil Engineering business 

.• in the Railway Board's office and it waa accordingly decided to revive the post of 
Director of Civil Engineering, which was being held in abeyance since December 1931, 
with effect from November 1932, from which date the post of Deputv Director, Civil 
Engineering is being held in abeyance. It was also decided in October 1932 to convert 
the post of Chief Superintendent to that of Assistant Secretary. The ).lOSt of Director, 
Mechanical Engineering has been revived with effect from the 1st Aprtl 1935. As the 
Government of India had for some time felt the need for a whole time Member of the 
Railway Board devoting himself entirely to Traffic questions, such as competition 
with alternative means of transport, alterations in fares in order to improve net earn· 
ings, etc., the post of Member, Traffic, which l\"ns held in obeyance from 29th March 
1932 has been revived with effect from the 12th October 1936 &s a temporary measure 
but owing to incr0ll8e of work in the Traffic Branch it has been decided not to abolish 
for the present the tempomry post of Deputy Director, Traffic. 

The existing superior staff in the Railway Board's office consists of the Chief 
Commissioner, the Financial Commissioner, 2 Members, 6 Directors, 6 Deputy Directors, 
1 Secretary and 1 Assistant Secretary. 

For the conduct of the work connected with the production of standard designs and 
specifications for all classes of materials, plant and rolling-stock in use on Indian Rail­
ways, a Central Standards Office for Railways was formed in January 1930 for a period 
of 5 years as an experimental measure, the post of Technical Officer with the Railway 
Board, being abolished at the same time. The activities of this office towards the 
introduction of standard designs for railways on an all-Indio. basis having proved 
successful, it was mnde permanent in 193& with an addition to the existing staff, to 
carry out more extensive technical research to enable Indian Railways to ke•p abreast 
with modern development in railway practice. 
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APPENDIX D. 

Resolution regarding the separation of railway from General 
· Finances, adopted by the Legislative Assembly on the 20th 

September 1924. 
" This Assembly recommends to the.Governor Genernl in Council that in order to 

nlieve the general budget from the violent ftuctuations caused by the incorporation 
therein of lhe railway estimates and to eDBble railways to oorry out a continuoue railway 
policy based on the necessity of making a definite return· to general revenues on the 
money expended by the State on Railways. · 

(1) The railway finances shall be separated from the genernl fiDBnces of the 
country and the general revenues shall receive a definite annunl contri­
bution from railways which shnll be the first charge on the net receipts of 
railways. . 

{2) The contribution shall be based on the oopital at charge and working results 
of commercial lines, and ahall be a sum equal to one per cent. on the 
capital at charge of commercial lines (excluding capital contributed by 
companies and Indian States) at the end of the penultimate financial year 
plur one-fifth of any aurplua profits remaining after payment of this fixed 
return, subject to the condition that, if in any year railway revenue• 
are inaufficient to provide the percentage of one per cent. on the capital 
at charge surplus profit& in the next or subaequent yeara will not be deemed 
to have accrued for purposes of division until such deficiency baa been.. 
mode good. · 

The interest on the capital at charge of, and the loaa in working, strategio 
linea ahall be borne by general revenues and shall consequently be deducted 
from the contribution ao calculated in order to arrive at the net amount 
payable from railway to general revenues each year. 

(3) Any surplua remaining after this payment to general revenues shall be trans­
ferred to a railway reserve; provided that if the amount available for 
transfer to the ro.ilway reserve exceeds in any year three crores of rupees 
only two-thirds of the excess over three crorea shall be transferred to the 
rail way reserve and the remaining one-third shall accrue to general 
revenues. 

(4) The railway reserve ahall be used to secure the payment of the annual contri­
bution to general revenues; to provide, if necessary, for arrears of deere­
dation and for writing down and writing oft capital: and to strengthen 
the fiDBncial position of railways in order that the services rendered to the 
public may be improved and rates may be reduced. 

(5) The railway administration shall be entitled, subject to such conditiona as 
may be prescribed by the Government of India, to borrow temporarily from 
the capital or from the reserves for the purpose of meeting expenditure for 
which there is no provision or insufficient provision in the revenue budget 
subject to the obligation to make repayment of such borrowings out of the 
revenue budgets of subsequent years. 

(6) A Standing Finance Committee for Railways shall be constituted consisting 
of one nominated official member of the Legislative Aasembly who should 
be chairman and eleven members elected by the Legislative Aasembly from 
their body. The members of the Standing Finance Committee for Rail· 
ways shall be ""-olficio•members of the Control Advisory Council, which 
shall consist, in addition, of not more than one further nominated official 
member, six non-official members selected from a panel of eight selected by 
the Council of State from their body and six lion-official members selected 
from a panel of eight elected by the l.egis~tive Assembly from their body. 

The Railway Department shall place the estimate of railway expenditure 
before the Standing Finance Committee for Railways on some date prior to 
the date for the discussion of the demand for grants for railways and shall, 
aa far as poasible, instead of the expenditure programme revenue show the 
expenditure under a depreciation fund created as per the new rules for 
charge to capital and revenue. 

{7) The railway budget shall be presented to the Legislative Aasembly ifjossible 
in advance of the general budget and separate days shall be nllotte for its 
discussion, and the Member in charge of Railways shall then make a general 
statement on railway accounts and working. The expenditure proposed in 
the railway budget, ·including expenditure from the depreciation fund and 
the railway reserve, shall be placed before the Legislative Aasembly in 
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4 
the form of demands for grants. The form the budget sbell take after 
separation, the detail it shall give and the number of dema!'ds for grants 
into which the total vote shall be divided shall be cons>dered by th& 
Railway Board in consultation with the proposed ~tandi":g Finance Co'!'­
mittee for Railways with a view to the introduction of =provements m 
tinle for the next budget, if possible. 

(8) These arrangements sbell be subjected to periodic revision but shall be provi-· 
sionally tried for at least three years. 

(9) In view of the fact that the As•embly adheres to the resolution passed· 
in February 1928, in favour of State management of Indian Railwa;rs, 
these arrangements shall hold good only so long as the East Indl&l 
Railway and the Great Indian Peninsula Railway and existing State­
managed railways remain under State management. But if in spite 
of the Aasembly's resolution above referred to Government should enter 
on any negotiations for the transfer of any of the above railways to 
Company management such negotiations shall not be concluded until 
facilities have been given for a discus•ion of the whole matter in the. 
Assembly. If any contract for the transfer of any of the above railway· 
to Company management is concluded a~inst the advice of the Assembly, 
the Aasembly will be at liberty to terminate the arrangements in this 
Resolution. 

Apart from the above convention this :Assembly further recommends-
(i) that the railway services should be rapidly Indianised, and further that 

Indians should be appointad as Members of the Railway Board as oorly as 
possible, ana 

(ii) that the purchase• of storeo for the State Railway• should be undertaken 
through the .organieation of the Stores Purchase Department of the Govem-. 
ment of Ind>a." 
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APPENDIX E.. 

-Government; of India. Railway Department;, Resolution No. 2181-F., 
dated t;he 19t;h February 1925, on t;he subject of t;he 1lnancing of 
branch linea of Railwaya.. 
The GoYernor ~ ill ~. with tho: !laDCiion of His lrajeoty's SecreCary 

of State for India, ,. p~ to JMUe ~~ following orders on .~he nbject of financing 
.of Branch U...., ill ~ of all prerioas orders on the nbject .. 

1. Branch and Feeder Lines are COl15tt1lCied under an agreement by which the 
State guaranteea a minimum retmn on the capital, ar alternatively, nnilertakes that 
the fuie llhall receiTe, oat of ~he esmings of the main line from traffic contributed bv 
t~ branch, IIUCh a IJlllll, lmOWil as a rehate, as will make up the total earnings of tlie 
branch to a given IJlllll, while the branch ill eech c:a.e shares with the main line any 
profits exceeding the guaranteed minimum. 

2. Thia method of encouraging the consiraction of lillee originated 30 years ago 
aimply beca...., the Governmen~ of india waa 1lll8ble to famish the ll""""""'Y cepital. · 

3. The Acworth Committee pointed ont thet thia method, while enabling lillee · ~ 
be built which would othenrioe not hne been built, has DO other merit.. The financial 
term. lli!Ual before the war are now q aile inadequate and if the system is to continue 
th'7 will haTe to be rerioed. All the witn......, before the Committee who esked for a 
ft'Ylaion of the term. admitted that, if the main line were ill a position to build a 
given branch itself, they woald prefer that i~ ahoald be done by the main line miller_ 
than ilia~ i~ ohoald be done as a eepamte undertalring. 

4. Amongst the disadvantages pointed oat by the Ccndmitt.!e are the following:­

(i) The Branch Line Company is usually a fifth wheel to the coach.. · It implies 
in 101ne .....,.. a separate consiraction staff; it al,..,.ys implies a separate 
Board of Directon, and separate acconnts. 

(ii) Where the branch is worked by the main line, if its Directon feel that 
the ......agement is 1l1158tisfactory, they not oaly make representations to 
~he main line administmtion, bm ill the last """"rt can appeal to the 
Railway Board which does not make for harmony. • · 

(iii) Capital raised by a amall private undertaking, even with a GoYernment 
ga&llllltee, will coat more than money raised by the State. 

(iv) Inconcei .. ble confusion results from the mnltiplication of independent 
Railway Compani.........,h com~y, small or great, desires to reserve 
for itself a oeparate ophere of infiaence; and jealously demands that, if 
any new-comer intrudeS into that sphere, he shall pay toll to the original 
concearionaire. Thia only complicates a situation which ought to be con­
sidered solely from the point of view of the public interest. New p~ 
for the extension or connection of lines by !IIDilll independent companies 
are either refused owing to protests by the old company or oaly permitted 
on a basis of elaborate acconntillg between the new company and the old 
for the profits which hypothetically wonld hue belonged to the old line 
had the new line not been opened. 

5. The only arguments argecl in favour of the Bmnch Line Companies were:-

(i) That money had been raised which the Government of India was unable 
to fmnioh. 

(ii) Thet a cleim wea made that the Branch Line Company obtained from local 
I!01li'Cel money that wonld never be !11lbecribed to a Government loan. 

(iii) That there may be cases of a Branch Line of amaller gauge 111urketl i~ 
dently, which the Branch Line Company can operate more economiCally 
than a main line. 

6. The .Acworth Committee, therefore, so far from approving of this system con­
sidered that the aim of the GoYerument shonld be to reduce by amalgamation the 
number of existing companies and that it shonld only be in cases where the State 
cannot or will not provide adequate funds that private enterpri..<e in the direction should 
be encouraged. 

7. The disadvantages j><>i_nted oat by ~" .Acworth_ Committee required to be even 
farther &m.J>lified. The exutmg Branch Line Comjl61Ues have ceased for some time to 
miee additiOnal cepital for capital requiremenU!. They have either obtained overdrafts 
from variom Banks for this purpose at heavy rates of interest or issued debentures at 
opecial rates of interest (115aelly about 7 per cent.) or in several ceses asked for monev to 
be advanced to them by the Railway Board. So fer, therefore, from reducing the amOunt 
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that the Government of India have to raise in the open market, they are at present f ) 
increasing that amount. 

S. Another serious disadvantage which is not mentioned ~y the Acworth Com­
mittee is that the main line usually works the :Feeder or Branch L1ne for a remuneratton 
which, in most cases, is limited to a ma:s:imum of a fixed percentage of the gross­
earnings of the Branch Line (usually 40 per cent. or 50 per cent,)-terms of re~~~:unera­
tion which at present are grossly inadequate. The result of th1s arrangement 1s that 
manv of the main lines whose working expenses are from 60 to 80 per cent. of _the 
gro.S earnings are saddled with heavy expenditure which ought to have been deb1ted. 
to Bro.nch Line Companies. Where th~ Branch Line. Companies a~e '' succes~ful '', 
that is, where the shares stond at a h1gh figure, the1r profits are 1nflated OW!Dg I<> 
their working expenses being ~hus nrtifici~lly reduced. Again, where in the oos~ of 
less " prosperous " Branch Lme Compame-s,. the Government ~as to make a due?t 
subsidy in order to make up the guaranteed mterest on the cnp1tol1 the amo~nt p~1d 
by m1y of subsidv does not reveel the true loss of the Government lD connection w1tb. 
the Bronch Line Company. 'fo this subsidy should be added also the additional loss 
incurred from the main line working tlte Branch Line at less than the actnal cost. 
Even this, however, does not give n complete statement of the loss sustained by Govern­
ment in connection with these Companies. These Companies have been supplied with· 

•loud free of charge and the cost of such lund is not taken into account either in the 
Capital or the Revenue Accounts of the Companies concerned. 

9. The only real argument in favour of these Companies is that they must be· 
utilised in cases wht're the Government itself is unable or declines to raise the necessal'Y 
amount of capital ·for new constructions. It is doubtful whether such a position is 

. likely to recur in the future. It is admitted that to use the agency of these Companie~ 
,.is a fnr more expensive method of roising money for the construction of railways thn.o. 

.....,. direct Government loons can ever be. The amount of o.ssistance given by Branch 
Line Companies in the past has been trivial; the total amount of capital raiseil. through 
the agency of Branch Line Companies hns only been about Rs. 10!/ crores-<1n 61Jlount 
which in itself is less than the lapse that occurred l118t year in the provision for capitnV 
expenditure in the Railway Budget. 

10. The difficulties and complications now experienced in connection with these· 
Brnnch Line Companies are out of all proportion to the insignificant finoncial facilities 
offered by the Companies. The Government of' Indio. hnve therefore decided that 
the llranch line pohcy should be abandoned nnd that an endeavour should be made­
to reduce the number of the existing Branch Line Compnnies. If on any occasion the· 
Government of India should be unable to find funds for construction (which is not 
the case at present), nnd should it be considered advisable to lap fresh sources for 
subscription to roilwov loons by offering terms different from those given to the­
ordinary Government fonns, that is, by offering not only n fixed rnte of interest, but 
a share in the l?rofits of n particular Branch J,ine, there appears to be no particula1• 
advantage of usm~ a financml hnlf.wny house Rpecinlly to float n lonn on such terms j: 
there appears to be no reason why the Government should not float the loon direct. 
Bu~ it will probably ~e found sufficient to raise sh?rt-term debentures at a high rote· 
of mterest-to be hqmdatecl when the loan market 1s favourable-a p.rocedure adOJlted" 
now by the Branch Line Companies, but at a high rate of interest than would be· 
neceseary for the Government. 

11. There remains the case of the District Board Railways for which some of the 
capital or the security for the capitol is secured by n special ceos levied by the District 
Boord throughout the district. 

The Acworth Co!"mittee pointe.d out that where n Dis\1-ict Board was the promoter· 
of. a new Branch Lme, consJdernhons other than purely commercial cnme into play 
With the result of further complications nnd confusion. In a footnote to· the report 
they ~eferred to the views expreS8ed by the Madms Governm»nt who had drawn 
at!enhon to a rose in whi~h, alt~~ugh no sho~-~irc~iting was involved, there had been· 
a de~ay. of over 10 y~s 10 arrivtng at n dec!s1on m. regard to the terms for workinJr· 
a ~1stnct. Boord ll;<ul~ay hy the South Jnd1nn Ra1lway Company. The amount of 
cnp1tal ra1~ed by D1stnct Boards for ouch line• hns been only Rs. 137 lakhs while tlte· 
amount ra1sed by Company .lin.es 8Ubsidised by District Boords amounts to Rs. 2~ 
crores. These amounts are m9Jgnifioont o.a compared with the totar capital J'nisecl 
~y th~ .Government a'!d it !s cl~nr that ~he relief afforded to the Government of India 
m ralSln~ the loans ,'S qmte d1spr!'port1onnte to the great complications which have­
re~ul~d lD the work10g o! the ra1lway administration. Loans raised direct by the 
D1~tnct Boorde do not reheve the market of the Government of India; the money is 
ulhmately borrowed from the Government of India. · 

12. The legal position regarding tho powers <>f n· t · t d J 
matter of railwa{ construction and monagement depend~Ri~IC n~n tbcai r.nrds i_n the 

~i:in~~g~o:.~i~ah:!'a;~~:~sei:c~:~ ';,",}';};~ ::t~~=i~f t"t it~ "J?PJi'riati~nd,n ~~~:nlJ:1!::'ii 
in the Diotrict or Local ll;,..rds Act of th . e provlSlon ma ~ In the matter· 
)[a<lra• Pre•idency that the que•tion hn• "e,,,prov:nce c~ncerned. dl~ 18 only in tho 

• · u .• rmecr prominence no · 1t will suffice to· 
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{'indicate briefly the nature of the pnmsions contained in the lladras Local Boards 
Act, ~920. Action under section 1J3 of that Act can only be taken " with the prenou 
!Bnctton of the Government of India ". Having obtained mch sanction a District 
Board may ~ither it~)f construct and maintain a rail11"8y within, or ~v within, 
the local area under the control of the Board, or mav mbocribe to anT debenture loan 
raioed by the Government of India or by any other local authority· or by any com­
pany for the con!truction or maintenance of any railway which the Board considen 
likely to be of benefit to the di!trict, or may l""'rantee the payment from the di!trict 
fund of ouch oumo ao it shall think fit ao interest on capital expended on anv ouch rail­
way (that is, whether the railway is eoll!tructed bv the Government of IndiA or by any 
other local authority or by a Company). • 

Section 236 of the same Act p)"OTides that the accumulations. of a local railway ceso 
may be utilised for all or any of the purposes specified in· aection 113, including the 
guaranteeing of payment of intere!t on capital spent on a railway. 

A Diotrict Board in li'!dras, therefore, can guarantee the payment from the di!trict 
fnnd of the moner sufficient to make up minimum intere!t on capital expended on 
a railway within tU area whether ouch railway is con!trncted by the Government of 
India or by a Company, the only dioadvantajZe attaching to this particular form of 
guarantee 1ieing that the Act does not make the payment of the guaranteed intere!t a. 
first charge on the District Board Fnnd. J 

13. The Government of India conld not reasonably use their powers nnder the; 
Indian Railway& Act, 1890, or nnder, e.g., oection 113 of the lladras Local Boards 
Act, 1920, to pre.-ent a District Board or a local body from constructing a light rail­
wa,r or a tramway which had no physical .connection with any existing main line and 
which that local body proposed to work ttl!elf or throul(h a local company. But as 
things stand at present there io no reason for continuing the practice nnder which( 
District Boards are allowed to make monev out of Branch Lines connected with a J" 
main line when they themselves cannot nui.ke any arrangements for the working of 
the lines and require to have them run by the main lines•. , . • 

14. The!!e District Board railwavs must not be confUBed with the lif'ht and feeder 
~il'!a[• w~ich _constitu!e a provi!'ctal ~bject nnder the D!""olution Rnles. Tht; l'ro­
vmcta mb)ect tn question compnsea " hght and feeder ratlways and extra-mnmctpal 
tramwavs tn so far as provision for their constrnction and manaJ!ement is made by 
provincial le,rislation ". That is to my, it comprises only individual light or feeder 
railways or extra-mnnicipal tramways for the construction and manaf'Oment of which 
specific provision has been made by an Act of the local lef'islature of the province 
concerned. Hitherto, no such legislation has been enacted with the resnlt that the 
entry in question in the provincial schednle, as also the qnalifyinl' words to entry 6 (o) • 
in the central schedule, have no operation, and all existing railways of every description 
arP. included in the central subject defined in the last-named enlty. It should also 
be observed that the pnmnoial subject in question is " subject to legislation by the 
Indian Lejrislatnre in the case of any such railway or tramway which is in phpical 
connection ~with a main line or is built on the same gauge as an adjacent line' , the 
effect being that a provincial bill desigaed to pnrride for the construction of a li11ht 
or feeder rail way oT extra-municipal tramway in physical connection with a main ~ne 
or built on the same IZ"ul!'e as an adjacent main line wonld require the previous aanction 
of the Governor General under clause (f) of sub-section (3) of section 80-A of the 
Government ·of India Act; and it mav be presumed that few occasions are likely to 
arise in which provision will be made by locallel'islation for the construction of a light · 
or feeder railway not answering one or other of these descriptions. 

16. The proposal set forth in thio Resolution is not desil!"led to evade the legitima~e 
operation of the legal position described, in the case of District Board railways, m 
paral'r&ph 12 and in the case of provincial light and feeder railways, in paral""ph 14; 
but it follows from the proposal that Local Governments and District or _Local Boards 
shonld not, in the absence of special circumstances, be ~ncouraged to bmld. branch or 
feeder lines. In other words. the normal procedure will be the • co~ction by t!'e 
Government of India, or at its cost, by a Company, of a hra~ch line whtch a Dtstrict 
Board or Local Government desires to have constructed and ts prepared to guarantee. 
But, shonld the railway prol'r&mme not permit the construction of such a line within a 
reasonable time, t!>e possibilitv of JM!rmitti~ a Di.strict. Board or Local Government to 
construct it from tts own funds woUld reqntre constderation. 

U nremuneratit:e Line1. 

16. The above proposals relate to the yrocednre adopted in the past and the 
procedure which it is proposed. to adopt tn the future for t!'e :financing o! the 
con!trnction of branch or feeder hnes expected to prove remunerative from the pomt of 
view of railway earnings only. But there are cases where the Local Governments or local 

• " Bai~ and ext;ra..mtm:icipal trannraya, in .0 far u the7 are not d•...;fiecJ u prorineiaJ 
oubjec:to UDdor outr:r S (d) of Part IT of thia Behedule." 

23 
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authorities may desi~e that a line should ~e Constru~ted. whic~ will not be remunera- r J 
tive on railway earnm!!'S and the construchon of wh1ch 1s des1red by them for purely 
local reasons on nccou~t of the administrative ndvnntnges it is likely to confer or for 
the development of a particular area. It is proposed that in future the _Railway B~rd 
in such circumstances should have power to arrang-e for the construct10n of the lme 
from railwav funds if the Lorn! Government or the local authority guarantees the 
l!ailwav Jloard against loss. The guarantee would be to the effect that the local 
authority would make up the difference between the net earnings and the interest and 
other charges payable. As it is not desirable that the Central Government should make 
anv profit out of such contributions by local authorities; it is also proposed that where 
coi.tributions have been made by a local authority for this purpose the repayment of 
such contributions shljuld be a first charge on any net profit subsequently realised from 
the line, should the line pro\"e remunerative. · 1 

li. The Central Government must, however, retain the power to decide whether 
a line is to be built or not; the proposals in the preceding paragmph must not be 
taken to imply that a Local Government by giving a guarttntee can require the Rail­
way Doord to construct a line. Proposals of a Local Government might run counter 
to the general railway policy or might take the form of short-circuiting railway traffic 
nnd so lend ton reduction o£ receipts from existing lines. 
, 18. These proposals have been circulated to Local Governments and have been 
}!enerally welcomed by them as affording n suitable method of reconciling central and 
local interests and of providing for local bodies and Local Governments a method of 
securing the construction of railways which may be required for purely local reasons, 
n.nd which, w.hile not ,lik~ly to prove remunerative on purely railway earnings, ore 
hlcely to prov1de such mduect benefits to Local Governments and local bodies as will 
more ihan repay the amounts paid under the guarantee. Several such arrangements 
J,aw already been made with Local Governments. -
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APPENDIX F-concld. 

U.-·Staltmml of Subordinaltl, drawing Ra. 260 per mm6tm and om- or on ,.,.,., of pay riling lo Ra. 250 per m<~~aem and ot:er employtd on Cla81 I Railwyr, Railway Board and 
1der Railway O.fficu (e:rcluding H. E. B. 1M Nuam'• S14te and Jodhpur Railways) on 31st Marrh 1938 01 compared with 31st March 1937-concld. • . . .... ..... .. 
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APPENDIX H. 

omce of the Railway Department (Railway Board) and attached 
offices on 31st March 1938. 

The Bon'ble Sir THOMAS STEWART, K.CJ.E., C.S~, LC.S. 

Member of Council of the Governor-GeneraL 

Railway Board. . . . 
The• 'Hon'ble Sir Guthrie Russell, 

K.C.I.E. 
Mr. B. :M. Staig, C.S.I., I.C.S. 
Mr. A. E. Tylden-Pattenson . 
Mr. J. C. Highet, F.C.H., A.M.I.C.E .. 
CoL H. L. Woodhouse, M.C . • 
Mr. T. S. Sankara Aiyar, B . .\., B.E. 
Mr. F. D'Souza 
Khan Bahadur Muzaffar Hussain . 
Mr. E. lngoldby, A.M.I.C.E., 

A.M.I.L.E. 

Chief Commissioner of Railways. 
Financial Commissioner of Railways. 
:Member (Tempomry). 
Member (Offg.). 
Director, Civil Engineering. 
Director, FinanCe. 
Director, Traffic. 
Director, Establishment (Offg.) 

,lfr. B. L. Cameron 
Director, Mechanical EnginoPring. 
Secretary (Officiating). 

· Mr. Yaqub Shah . 

~ 

Khan Bahadur Z. H. Khan 
ll:han Babadur F. M. Khan 

... Mr. H. M. Jagtiani 

Mr. R. C. Paranjoti, B.A., B.Sc. 
(LoND.), A.M.I.L.E. . 

Mr. J. W. C. Holt. 

Mr. K. Ubaidullah 
Mr. E. C. Rundlett . 

Deputy Director, Fina'nce. 
Deputy Director, Establishment (1). 
Deputy Director, Establishment (II) 

(Temporary). 
Deputy Director, Traffic (Commercial) 

(Offg.). 

Deputy Director, Mechanical Engineering. 
De:r.uty Director, Troffic (Tranaportation} 

(Offg.). 
Aaaistant Director, Finance (Temporary). 
Aosistant Se~retary. 

Attached O.ftl.cers. 
Mr. C. W. Scott, O.B.E., D.F.C., 

B.So., I.F.S. 

Mr. K. C. Srinivasan 

Mr. R. C. Case 

Mr. J. M. D. Wrench, C.I.E. 
Mr. L. H. Swain • 
Mr. R. G. Burt 
Mr. W. A. Nightingale 

;: Mr. W, Douglas Thomaon 
Mr. A. Vaaudevan • 

~Mr. W. E. Gelaon . 
Mr. E. A. Blackwood 

Joint Timber Adviaory Officer, Railway and 
Defence Departmenta. 

Officer on Special Duty with the Railway 
Board. 

Officer on Special Duty with the Railway 
Board. 

• .. 
Attached O.ftl.ces. 

Central Stanclardo Office. 

Chief Controller of Standardization. 
Deputy Chief Controller (Oivil). 
Officer on Special Duty. 
Aasiatant Chief Controller (Mechanical). 
Aaaistant Chief Controller (Civil). 
Aasiatant Chief Controller (Specification& 

and Recorda). 
Officer on Special Duty. 
Officer on Special Duty. 

I 
\ 

' . 
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• • 

~ :Hr •• G. T. Tan, B.Sc •• 
1 

lLr. P. W. Sullnan • 

:Hr. V. L. Dean 

• 

Central Publicity Bureau. 
Central Publicity Officer, Inman State 

Railway.. 
.AMUtant Publicity Officer, Indian State 

Railwaya. 

Ouu Batewaa:. 
• Resident llaaager, Indiau Railwaya Bureau. 

New York, tr. 8. A. . ~ " 
Mr. W. T. Griflitba Manager, lndiaa Railway Bureau. London. 

01ftce of the Controller of :Railway. Acccnmts. ~ ~ 
Mr • .¥. 8. Sundaram Controller of •Railway Accounts. 
lb. R. V. llamchandani Deputy Controller of Railway Aecounta. 
Mr. P. N. Booe AJiiatallt Acc:onnta Officer. 


