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VICTORIAN RAILWAYS FINANCE

A Constructive Plan to Enable Freight and
Fare Reductions

The Victorian Railways, with 4,748 miles of tracks
radiating from Melbourne, are the principal means of
transport over the State. An electrified system in the
suburban area serves 173 route miles. During the year
ended 30th June, 1946, they carried 196,117,567 pas-
sengers and an estimated 7,229,025 tons of goods and
livestock.

Railways are a public utility and hardly any appre-
ciable area of arable, pastoral or non-mountainous land
is more than eight miles from a railway.

The cost of construction of these lines, including
volling stock, stores and materials, has been
£79,049,000. For the fifty-two years ended 30th June,
1936, railway revenue exceeded working expenses (in-
cluding maintenance) by approximately £93,331,000,
but this excess of net revenue was less than the in-
terest charges, etc., which aggregated approximately
£107,433,000, leaving a net deficit for that period of
approximately £14,108,000. By Railways Finances
Adjustment Act, 1936 (No. 4429), the ledger values
of these capital assets were written down by
£30,000,000, but not retired from sinking funds, and
the indebtedness of the State’s General account written
up by £30,000,000, while the interest charges on this
sum were met by taxation. ,

The reduced loan liability at 30th June, 1946, was
£46,236,325, and. the service of this debt required for
interest charges and expenses, exchange on interest
payments and sinking fund the sum of £2,215,163.

Railways Revenue

For the year ended 30th June, 1946, the gross
revenue was £14,768,321, working expenses were
£12,615,668, and the net revenue £2,152,763, which,
being less than the sum required for service of debt,
leaves a deficit of £62,400. To this may be added the
interest charge (estimated 31%) on £30,000,000 trans-
ferred to general State account (but not retired), viz.,
£1,050,000. From the State Treasury standpoint the
deficit was over £1,112,000.

For the year ended 80th June, 1947, press reports of
Railway estimates place that deficit at £1,500,000,
which, with £1,050,000 (as above), makes £2,550,000
for this year’s State Treasury deficit on Railways. This
i1s-a serious matter. :

Reverting to the last annual report (June 30th,
1946), items are:— ‘
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Total Interest, Exchange, efe. ... £2,215,168
Maintenance of Permanent Way
and Works ... .. .. ........ 2466,5095

Total ... £4,681,758

This sum is 381.7% of the gross revenue—
£14,768,321.

By an extension of the 1936 Act No. 4429 this
amount may be constituted a charge on the Consoli-
dated Revenue, while at the same time railway fares
and freights could be reduced by 381.7%. At the
present time it is proposed to raise railway fares and
freights because the railways are “not paying.”

In the Arbitration Court proceedings (21.5.47, page
T7480), Judge A. W. Foster said, “It is of very great
significance in some respects, it seems to me, because
we are told regularly that our Railways are a losing
proposition. I have always asserted that the Railways
was the most profitably run institution this country has
ever had, and, far from being a losing proposition, it
is making very handsome returns indeed, and no ade-
quate balance sheet ever took into consideration the
accretion of Iand values in this State as a result of
it. If you put the land value increase on the credit
side of your balance sheet, instead of owing
£30,000,000 worth of capital you will have a credit of
perhaps £100,000,000. 3

As an illustration of the words of the learned judge,
it may be noted that for the original Howey Estate in
Collins and Swanston Streets the sum of £140 was
paid to the Public Treasury, but that its unimproved
site value in 1935 was £1,0562,000. Part of this increase
was due to the construction of railways which termi-
nate in Melbourne and centralise the purchasing power
of an increasing population. Had most of the railways
terminated at other seaports a large portion of this
increase would not have occurred in Melbourne.

Land Valuations
For the State of Victoria as a whole the valuations
for State Land Tax have been as follows:—

Year Unimproved Capital Value
1930 £249,877,170
1931 262,731,897
1932 252,657,652
1933 246,787,493
1934 242,980,860
1935 241,242,265
1936 239,022,192
1937 238,829,620
1938 289,270,330
2

Year Unimproved Capital Value

1939 £238,523,354
1940 247,596,712
1941 247,933,255
1942 240,857,533
1943 169,935,830
1944 : 183,361,323
1945 190,125,475

The difference for years 1942 and 1943 is
£70,921,703 and is the result of legislation by the
Dunstan government to exempt, up to £3,000 U.C.V.,
lands devoted to primary production. To ascertain the
total of U.C.V. for the State this sum must be added
to the figure quoted for the year 1945, giving
£261,047,178. :

Analysis of operations shows the following :—

Assessments on U.C.V.

Range Proportion
Nil - £250 - Nil
£251 - 500 52.27%
501 - 1,000 23.66%
- 1,001 - 2,000 11.73%
2,001 - 5,000 7.48%
5,001 - Upwards 4.86 %

It will be observed that approximately 52% lie with-
in the range £251-£500, i.e., assessed U.C.V. in that
range is £98,865,000 approximately after the statutory
exemption is allowed. There is a complete exemption
up to £250 which declines £1 for £1 to disappear at
£500. Without exemption the proportion (52%) would
be larger.

An exemption up to £250 U.C.V. excludes all subur-
ban and country town. allotments on land worth £8 a
foot up to 31 ft. frontage, on land worth £5 a foot
up to 50 ft. frontage, on land worth £4 a foot up to
62 ft. frontage, and so on. It excludes all township
blocks up to half acre on land of any value up to
£500 an acre or quarter acre blocks on land of any
value up to £1,000 an acre. Likewise, all country pro-
perties up to 5 acres on land having a value (unim-
proved) up to £50 an acre.

The number excluded is obviously large and although
the U.C.V. of each unit is small the aggregate value
of all below £250 may be reasonably estimated as be-
ing one-third of that in the equivalent range above
£250, that is, one-third of £98,865,000, which is
£32,900,000 approximately. This sum is to be added
to £261,047,000, giving £293,947,000 as the minimum
estimate of the capital value of unimproved land in
Victoria.
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On this basis a railway rate of 3d. in the £1 would
yield £4,899,000 per annum, which is ample for meeting
the proposed commitment of £4,682,000 to give a re-
duction of all freights and fares of 31.7%.

\ Cash Savings

Illustrations of the cash savings to be secured by
railway patrons are exemplified below. From one
house there are often two, sometimes three or more,
railway travellers. From the total family savings
there should be deducted the amount of the railway
rate at 3d. in the £1 of unimproved site-value. For a
house an 40 ft. frontage of land worth £5 a foot, that
would be £2/10/- p.a.

The second column_of Table I. shows the current
fares (30.6.47) for second class yearly tickets from
the specified station to Melbourne, and the third
column shows the savings due to 31.7% reduction.

With first class fares the reduction will be a larger
amount, and the probable site-value of the railway
traveller’s home larger also.

Goods Traffic _

In addition to the direct payments made by citizens
for railway service, there are indirect payments in
the case of manufactured articles, which are like
threads woven unobtrusively into the fabric of its
total cost.

A manufactured article usually includes a number
of components, each of which is produced elsewhere
than at the place where it is finally combined with
the others; each component may itself be made up of
other sub-components which have to be collected from
different sources of supply. The manufacture of a
man’s fur felt hat thus required 32 separate transport
operations 'with corresponding charges. Machinery,
tools, fuel and other aids to manufacture include an
amount for all transport charges in the production of
their sub-components, components and complete
assemblies.

Transport costs in manufacture must represent an
appreciable portion of the turnover of the community,
and a reduction by 81.7% of the portion due to railway
charges would benefit all sections of the community.

Allocation of Railway Rate

Segregation of receipts for State Land Tax, accord-
ing to locality, shows that 18% is derived from the one
square mile of Melbourne City bounded by Flinders
Street, Spring Street, Spencer Street, thence by La-
- Trobe and William Streets to Victoria Street. All the
suburbs contribute 48%, so' Metro. Melbourne pro-
vides 61%-—a figure which compares with its popula-
tion, which is 58.8% of the whole State.
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