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FOREWORD BY SIR C. P. RAMASWAMI
AIYAR, K.C.S.I, K.CLE, LL.D.,, DEWAN OF
TRAVANCORE, VICE-CHANCELLOR,
TRAVANCORE UNIVERSITY. '

Mr. Ramanujam’s book on ‘‘The Function of
State Railways in Indian National Economy’’ pur-
ports to be a comparative study of the origin and
growth of the railway systems in India and else--
where, outlines the evolution of State policy and con-
tains a useful summary of the function of State Rail-
ways. The author has laid under contribution the
main authorities on the subject and has further bes-
towed considerable thought on many aspects of the
problem. '

The labours of the Departmental Committee in
England on Railway Agreements and Amalgama-
tion and the progress towards closer co-operation
amongst the railways have been sketched in detail
and the impact of the last war on the railway ser-
vices proﬁtgbly analysed. The author has pointed
out that the war of 1914-18 led, in America and Great
Britain, to a very widespread control of the railway
system by the Governments though with the object
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of a return to private ownership after the war. The
changes that took place in the Indian policy towards
rallways and especially in respect of the interdepen-
dence of the general revenues and the railway reve-
nues have been described with special reference to
the Acworth .Report and the Indian authorities.
Emphasis has been laid on the defects of the system
prevalent in India including the small expenditure
on renewals and the treatment as net revenue of
What should have been treated as working expenses.
After the end of the last war, although in Great
Bnta.m the railway system returned to private
awnershlp, the Railways Act of 1921 gave very ex-
.tens1ve powers in respect of the regulation of rail-
ways, railway charges and rates, conditions of wag-
es and so forth, the British Act following in these
respects the Transportation Act of America of 1921
which established an Inter-State Commerce Com-
miésion.

The author has outlined the developmeﬁts of
Indian Railway organization from the time when in
1924 the Indian Legislative Assembly separated the
railway budget from the general budget. It is well-
known that, in the first few years, satisfactory finan-
cial results were achieved’and the railways earned
enough not only to meet the interest on their eapital
charges but to ake suitable provision for deprecia-
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tion, to contribute to the reserve fund and neverthe-
less substantially to help the general tax-payer. But
after the depression of 1929-30, a different state of
things came into existence.

The accounts during the period from 1929 have
been analysed under various headings until the
period when in 1937 a practical moratorium was dec-
lared.. The general reader must be indebted to the
author for the study of the salient features of the
Railway development in recent years both in England
and in America. The very exhaustive scrutiny of

. the Fesults of the American and German systems is-
instructive. The author’s thesis is that important
public utilities have, under present conditions, to be
public monopolies so as to serve the interests of pub-
lic convenience and necessity not only in regard to'
rates but from many other points of view. :

Tr(;uble_ has been taken to deal with the efforts
made in France and elsewhere to nationalise the
railway system, and I was specially interested -to
read what has been stated by the Co-ordinator of the
American railway system, Commissioner J. E. East-
man, who bas arrived at the conclusion after consi-
derable research that while public ownership and
operation have their evils yet, on the whole from the
general -point of view, they are outweighed by the
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advantages. That Government ownership and Go-
vernment control are really not very different from
each other is also shown. Indian opinion is general-
ly in favour of State ownership and that opinion will
be strengthened by a perusal of these pages.

-
v-'\:ﬁChapter V of this treatise is, to my enind, the
most interesting in so far as it describes the revolu-
tion that has been produced by the internal combus-
tion engine and the consequent and inevitable com-
petition between road and rail transport. All rail-
ways took a long time to realise what was happening
and, in general, their policies were short-sighted. But
many events including shortage of steel and other
material, the commandeering of railway workshops,
and the resultant shortage of rolling stock and the
simultaneous shortage of rubber and all component
elements of the motor vehicle have made it incum-
bent on the management of railway systems and
traffic systems alike to pool their resources to sup-
plement each other’s activities. Even in Englgnd'
it was only after 1933 that it was recognised that it
is the duty of the State to hold the balance even be-
tween road and railway. The Road and Railway
Traffic Act of 1933 is felt not to go far enough and
had a mixed reception in England. The main topics
to be considered so far as India is concerned may be
stated to be (a) the speedy nationalisation of rail-
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ways, (b) definite and co-ordinated control over the
transport system of the country as a whole includ-
ing road, canal and backwater systems, and (c) the
evolution of a policy by which cut-throat competi-
tion would be avoided and freights and rates would
be so adjusted as to facilitate the paramount inte-
rests of ihternal, at least as much as external, trade
and the encouragement of Indian industry and manu-

factures. None of these points have been missed in
this volume.’

It is with no small pleasure that I welcome this
publication as a contribution to the study of a gene-
rally neglected buf increasingly important subject.

~(82) C.P. RAMASWAMIHAIY»AR.



PREFACE.

The full title of this monograph should really
be ‘‘Some of the Main Aspects of the Function of
State Rallways in Indian National Economv , This
has three chief aspects; firstly, this is a historical
study outlining the origin and evolution of Indian
railways and railway policies from the very earliest
times to the years immediately preceding the present
world war. Such historical works are not uncom-
mon in the bibliography on the subject. Secondly,:
this is a comparative study, attempting to show, at
every stage, how countries like Britain, America,
Germany and France tackled problems similar to
those that arose in India. Such comparative ap-
proach is, one notices, rarer than the merely histo--
rical approach, among the existing studies on this
subject. Thirdly, besides bringing to bear these two
points of view, effort has been made to critically
examine in a purely objective, scientific and construe-
tive manner, the good and evil that India experienec-
ed as a result of the policies that the Government of
India and the Secretary of State adopted from time
to time.

It has heen difficult to have -access to a liberal
supply of primary and secondary. sources so far as
railway policies abroad are concerned. The Indian
sources have been, however, canvassed fairly fully,
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and, to everyone of the sourees used reference has
been made in the foot-notes and the bibliography.
Particularly useful for the earlier period was that
splendid work by Horace Bell on Railway Policy
in India. Fresh points of view have emerged as a
result of the exhaustive serutiny of the interpreta-
tion of the Theory of Fair Return and tie Taxation
of Railways, topics which have been examined from
this angle in this menograph, for the first time
among the Indian works on the subject. It is my
hope and trust that these new tracks will stimnlate*
further exploration by fellow-researchers. I am
myself most keenly looking forward to take up the
further study of the topic in the last ‘chapter of
this monograph, which is referred to by the dis-
tinguished author of the Foreword as ‘‘the most
interesting of this treatise;’’ for, the elimination
of unhealthy competition between and the establish-
ment of a rational eo-ordination among the differ-
-ent-forms of transport is-certain to have a very
high prierity In any post-war reconstruction prog-
ramme, and will require the closest attention of all
students of the subjeet. ‘

May I thank the Travancore University for the
grant that they have made in aid of this publication.

I am deeply indebted to the eminent Vice-
Chancellor of the Travancore University, Sir C. P.
Ramaswami Aiyar, K.C.S.I. K.C.LLE, for the
Foreword that he has so kindly eontributed.

- Madras, "T. V. RaMaxtvaam.
5—b—1944.
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