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Foreign Exchange for Railways 

W l T H the constant revision of 
Third. Plan estimates now going 

on, it is difficult to keep track of 
a l l the proposed changes as they 
are reported in the newspapers. 
The proposed increase in the phy
s ica l and f inancial targets for r a i l 
ways, however, is too impor tant an 
i t em to be ignored. The or iginat
i n g goods traffic at the end of 
1965-66 is now expected to be 265 
m i l l i o n tons against 245 m i l l i o n 
tons provided in the T h i r d Plan. 
Coal traffic alone accounts fo r one-
half of the increase. T h e Plan al lo
cation for ra i lways was Rs 890 
crores plus Rs 35 crores f rom stores 
suspense account, making a total of 
Rs 925 crores, exclusive of Rs 350 
crores to be financed f rom the 
depreciation fund . The foreign ex
change component of (he Rs 925 
crore p rogramme was given as Rs 
186 crores in the Plan. On the eve 
of the Aid Ind ia Consort ium meet
ing in January last, Government 
revised the foreign exchange cost to 
Rs 194 crores. exclusive of Rs 36 
crores of impor ts from rupee pay
ment areas. Whether this element 
of Rs 36 crores was included in the 
o r ig ina l estimates is not known but 
it d i d raise the impor t , if not the 
foreign exchange component, to Rs 
230 crores even before the recent 
revision of the physical target for 
railways. 

The w o r k i n g group on coal pro
duct ion and transport recommended 
an addi t ional investment of Rs 92 
crores in ra i lways inc lud ing Rs 30 
crores of foreign exchange. The 
P lanning Commission has accepted 
this enhancement, pa r t i a l ly , at least. 
Accord ing to one report, it has rais
ed the foreign exchange al locat ion 
to Rs 219 crores. Presumably, this 
f igure is comparable to that of 
Rs 230 crores rather than to Rs 194 
crores of foreign exchange require
ment in t imated to the Consort ium. 

Wha t are the prospects of rais
i ng the addi t ional foreign exchange 
apart f rom ar ranging for a l i t t l e 
more i m p o r t f r o m rupee payment 
sources? Ind i a has given an under
tak ing to the Consort ium that i t 
w i l l not ask fo r more a id even 
though the foreign exchange com
ponent of the Plan has gone up 

f rom Rs 2,030 crores to Rs 2,230 
crores. An increase under an i m 
por tant head l ike rai lways would 
therefore have to be balanced by a 
cut under some other head. A 
larger allotment for ra i lways would 
not be very awkward by itself fo r 
the W o r l d Bank and U S are prac t i 
ca l ly committed to fulf i lment of the 
ra i lway programme and have in fact 
been pressing steadily for i ts en
largement. What makes it really-
awkward is the fact that, fo l lowing 
Russia^ inab i l i ty to deliver in t ime 
al l the power stations it had con
tracted to supply, we might need 
more foreign exchange for power 
also. Since rai lways and power get 
first preference f r o m members of 
the Consortium, and a large part of 
its assistance is s t i l l tied to specific 
projects, the danger now is that the 
cuts w i l l fall on industrial projects 

unless we earn more foreign ex
change ourselves. 

Pepping up Prize Bonds 

WHEN the Government announ
ced some time back that it 

proposed to discontinue the sale of 
prize bonds f rom July, many ex
planations were offered as to why 
the scheme, introduced barely two 
vears aslo al ter much deliberation, 
should have Hopped. It was sugges
ted by some that the scheme had 
failed because the terms on which 
the bonds were offered Here no! 
at tractive enough. Others argued 
that better publ ic i ty could have 
saved the scheme. unattractive 
(hough it was. The Covernment 
itself offered no explanation why 
receipts f rom prize bonds should 
have tumbled f r o m Rs 16 crores 
in 1960-61, the first year of the 
scheme, to less than Rs 3 crores in 
1%1-62. 

Last week, at the joint meeting 
of the National Savings Central 
Advisory Board and the Chairmen 
of the State Boards, the Deputy 
Finance Minis ter presented the 
broad outlines of a new prize bonds 
scheme which , she said, wan under 
consideration of the Government. By 
compar ing the terms of the new 
scheme w i t h those of the old one, 
one may fo rm an idea of the Gov
ernment's own diagnosis of why the 
earlier scheme fa i led . 

T w o impor tan t changes are pro
posed. Firs t , in add i t ion to prizes, 
the bonds are to carry a p remium. 
Second, the exist ing procedure of 
h o l d i n g draws every quarter is to 
be replaced by either annual draws 
or a single draw in respect of bonds 
sold d u r i n g one year. 

It is diff icult to see how either 
of these modif icat ions can make the 
bonds more at tract ive to the pub
lic. For one t h i n g , i f a p r e m i u m is 
to be offered on the bonds, this 
can be done only by reducing the 
amount of the pr ize money. The 
premium itself must necessarily be 
low, very much below the rate of 
interest on comparable forms of 
small savings, The assurance of 
earning this small p r emium is not 
l ikely to induce those who would not 
otherwise have bought prize bonds 
to invest in them. On the other 
hand, the reduction in the prize 
money may wel l make the scheme 
less attractive than it is at present. 
What draws people to prize bonds 
is the prospect of w i n n i n g a large 
sum of money, far larger than their 
investment. Therefore, to the ex
tent that c i ther the amount of the 
prize money or the chance of win
ning a prize is reduced, the scheme 
is hound to become less attractive. 

If the proposal to offer a p remi 
um on the bonds w i l l reduce the 
amount of prize money, that to re-
place the present quar ter ly draws 
wi th annual draws w i l l reduce the 
holder's chance of w i n n i n g a prize. 
In fact, it has been suggested that 
even the quar ter ly draws under the 
present scheme are too infrequent 
and that draws should be held 
every month as, for instance, under 
the Premium Bonds scheme in the 
I K . The other new proposal not 
to have even annual draws and to 
have instead just one draw for 
bonds sold du r ing one year would 
no doubt increase the prize money 
but this would be offset by the fact 
that a bond-holder w o u l d have just 
one chance of w i n n i n g a prize. The 
argument tha t this would induce 
people to buy fresh bonds every 
year is not very practical since 
even the opt imis t ic are l ikely to let 
up after d rawing blank once or 
twice. Actua l ly , the proposal to re
duce the number of draws appears 
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