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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised by 
the Committee, do present on their behalf this Sixtieth Report on action 
taken by Government on the recommendations of the Public Accounts 
Committee contained in their Two hundred and Twenty-Fifth Report 
(5th Lok Sabha) on Diesel Locomotive Works commented upon in para- 
graph 9 of the Report of the Comptroller & Auditor General of India for 
the year 1972-73, Union Government (Railways). 

2. On 10 August, 1977 an 'Action Taken Sub-committee' consisting 
of the following Members was appointed to scrutinise the replies received 
from Gavernment in pursuance of the recommendations made by the 
Committee in their earlier Reports : 

I. Shri C. M. Stephen - Chairman 

2. Shri Asoke Krishna Dutt - Convzner 

Members 

3. Shri Gauri Shankar Rai 

4. Shri Tulsidas Dasappa 

5 .  Shri Kanwar La1 Gupta 

6 .  Shri Zawar Hussain 

7. Shri Vasant Sathe 

3. The Action Taken Sub-Committee ofthe Public Accounts Comrrfittee 
(1977-78) considered and adopted the Report at their sitting held on 9 
December, 1977 (AN). The Report was finally adopted by the Public 
Accounts Committee (1977-78) on 17 December, 1977. 

4. For facility of reference the conclusions/recommendations of the 
Committet have been printed in thick type in the body of the Report. 
For the slke of convenience, the conclusions~recornmendations of the 
C9mnittee have also been appended to the Report in a consolidated form. 

5. Th: C)mnittee place on record their appreciation of the assistance 
rzll-re1 to th: n in this mltter by the Comptroller & Auditor General 
of India. 

C. M. STEPHEN, 
NEW DELHI ; Chcu'mn, 

DecemSer 19, 1977 
~ ~ r a h z ~ a r t a  23, t899 (S)  

Public Accounts Committee. 



CHAPTER I 

t . r This Report of the ~oirirnittee deals tpith the action taken by 
Governmknt bn the iecohrhkrldatians/obsereations of tht  Committee 
contained in thtit 225tti ,Robo.t (Fifth Lok Sabha) on biesel Locomotive 
Works which was presented to the Lok Sabha on 30.8.1976. 

I .2 Action Taken Notes in respect of all the 27 recommendations 
contained in the Report have been received from Government* and these 
have been categorised as follows:-- 

(i) Reconzmendations/observations that have been accepted by Govern- 
mmt 

S1. Nos. 3,7 ,  I I, 12, 16, 19,20,22, 23,24 and 27. 

(ii) Recomntendatiotu/obsetoatiotl~ which the committee do not desire to 
pursue in the light of the replies received from Government 

Sl. Nos. 2,4,  5 ,  6, 8, 9, 13 and 15. 

(iii) Recomrnetldations'obserwations replies to which have not been 
accepted b-y the Committee and which require reiteration 

(iv) Recommndations/observations in respect of which Government 
have furnished interim replies 

S1. Nos. I ,  14 and 18. 

I .3  The Committee expect that final replies to those recommendations/ 
observations in respect of which only interim replies have so far been fur- 
nished will be submitted to them, duly vetted by Audit, without delay. 

I .  4 The Committee will now deal with the action taken by Govern- 
went on some of their recommendations. 

Under-utilisation o f  the installed production capaci:y ( P a r q r q h  3.35- 
Sl. N J .  10). 

I . 5  Referring to the under-utilisation of the production capacity 
installed at huge cost at DLW, the Committee in paragraph 3 -  35 of their 
225th Report (Fifth Lok Sabha), had observed : 

"They are constrained to observe that there has been little, if any, 
justification for the under-utilisation of the production capacity 
installed at huge cost to the country. Occasional set-backs irk 

.- 
'Action Taken Note on S1, No, 11 has not been vetted in Audit, 



production on account of factors beyond the control of the 
L)LW administration are understandable. However, the conti- 
nuous shortfall in production which in some years was of the 
order of about 50 per cent of the installed capacity can only 
lead the Committee to conclude that the project was not 
planned as well and carefully as it should have been. This is 
corroborated by the fact that when in 1965, i.e., about a year 
after the first locomotive rolled out from the DLW, the need 
was felt for diversifying production so that the manufacture of 
metre gauge locomotives could also be undertaken. I t  is signi- 
Scant also that the introduction of incentive working had to be 
deferred till 1959, becawe "with locomotive orders placed on 
DLW it could not be ensured that i t  would be possible to sustain 
the higher rates of production that would be generated through 
incentive working." 

1.6 In their Action Taken Note dated the 7th March, 1977, the 
Ministry of Railways have stated :- 

"While noting the observation of the Committee the Railway Board 
would submit that the original project Report submitted by the 
Collaborators envisaged the attainment of 150 BG locomotives 
out turn per annurn. Their assessment of M & P items was 
based on their experience and conditions prevailing in the 
United States. A vide range of variations in the loads as worked 
out by them had been noticed by DLW while taking up the manu- 
facture of conponents on various load centres. Alainly these 
variations were attributed to the use of superior quality of tung- 
sten carbide tools, forgings and castings having much less stock 
removal, whereas Indian suppliers have not been able to achieve 
the matching standards. Moreover, the manufacture of main- 
tenance spares such as cylinder heads, cylinder liners, valve-lever 
mechmism, turbo supercharger items, camshafts, capital spares 
and repair5 to cylinder block, diversion of some machining capa- 
city to loads originally planned for discharge by the indigenous 
vcnhrs,  etc., which were not anticipated earlier, had subse- 
quently to be csterpd f ~ r  within the installed capacity. It would 
thus be seen that DLWr has been trying its best to make optimum 
use of the resources, in the form of capital assets and manpower, 
available at its disposal. These determined efforts enabled the 
D L W to  comply with the production requirements and main- 
tain supply of much needed spares to the Zonal Railways." 

I . 7  The Committee are distressed to note that the Ministry of 
Railways do not appear to share their grave concern at the under- 
utilisation of the production capacity installed at DLW at a huge 
cost. The Committee do not appreciate the Railway Board's 
attempt to explain away the under-utilisation of the production 
capacity in DLW in terms of Collaboratore estimates having been 
bored upon the conditions prevailing in the United States. The 
Committee feel that the Project was planned on unrealistic assump- 
tions which could not be attained in the conditions prevailing 
in this country. The Ministry of Railways cannot exonerate 
itself from the esponsibilitiee cast upon them in examining the Pro- 
ject Reporting rreater details particularly in the context of indige- 



nous capacities and capabilities. The Railway Ministry can draw some 
satisfaction from,the fact that a part of the spare capactiy is being 
utilised for the manufacture of maintenance spare parts. But the 
fact remains that the production capacity installed at huge cost 
to the nation remained under-utilised The Committee trust that 
at least for future lesson' would be drawn from the D.L.W. ex- 
perience. 
Overtime Payments (Paragraph 4.16-SI. No. 17) 

I .8 Dealing with the rising trend of overtime payments from year to 
year, the Committee in paragraph 4.16 of their 225th Report had observed : 

"Another significant point to be noticed is that the payments on 
account of overtime in D.L.W. had been rising from year to 
year after the introduction of the incentive scheme in 1969-70. 
The overtime payments in 1969-70 were of the 
order of Rs. 8.75 lakhs. This figure went up to Rs. 9.43 
lakhs in 1970-71 and touched the figure of Rs. 11 .84 
lakhs in 1971-72. The Committee feel that overtime 
payments should normally be resorted to in some sbops 
only for completing jobs to feed other shops during the 
normal shift hours and therefore, the overtime payments in 
some shops should be counter balanced by their total absence 
in other shops. However, the trend of overtime payments in 
D.L.W. only indicates that the production time saved by the 
operation of incentive scheme had really been wasted away 
without being utilized for production purposes." 

I .g In their Action Taken Note dated 12 July, 1977, the Ministry of 
Railways have stated as follows :-- 

"As already explained the necessity to book overtime arises out of 
several unavoidable factors such as time lost due to large number 
of holidays in a month, high incidence of absenteeism, p w e r  
failures, bunching of work resulting from non-un~form 
flow of materials due to poor supply from vendors, etc. The 
suggestion of the Committee that overtime should normally 
be resorted to in some shops only for completing the jobs to 
feed other shops during the normal hours is noted, but purely 
on considerations of work it becomes sometimes necessary to 
book overtime in cases where for example imbalances of work 
for various reasons arise. The position regarding overtime 
payments for the years 1972-73 to 1976-77 is given below:- 

Year Amount of overtime 
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ear K o u i i t  of Overtime 
( R m ) -  

It may be noted that there has been cohsiderablt redti,ction 
in the quantum of overtime payinmts in spite of zin irlcrease in 
the number of men under incentive from go3 during 1971-72 to 
about 2134 during 1976-77 and an increase in the percehtage of 
absenteeism from about 15.75% in 1971-72 to 19.33% during 
1976-77". 

I. 10.   he Committee are happy to note that the incidence of 
overtime payments has come down from Rs. 12.82 lakhs in 1972-73 
to Rs. 7.63 lakhs in 1975-76 and further to Rs. 7.16 lakhs in 1976-77. 
However, the Committee feel that incidence of overtime payments 
i s  still on the higher side particularly when compared to the figure 
of Rs. I. 74 lakhr in 1974-75. Thus, there is need to reduce it further 
by proper material planning and personnel management. 

I .  11. Regarding tnventory Control, the Committee had observed in 
aragraph 5.24 of their 225th Report as under:- 

<'The Committee learnt that in order to avoid accumulation of sur- 
plus stores, an integrated production-cum-inventroy control 
system by computer had been introduced at D.L. W. for 
periodical check-up and adjustments to be made. However, the 
entire stores system has not been yet computerised, only three out 
of the five phases of inventoy control by computerisation having 
so far been completed. The Committee urge that this proc.ss 
which seems desirable should be expedited, keeping also in 
view Government's over-all policy of ensuring that computeri- 
sation does not affect the provision of employment opportu- 
nities. The precise progress made in eradicating the evils 
of over-stocking may be intimated to the Corn mitree." 

I .  12. In their Action Taken Note dated 7 March, 1977, the Ministry 
of Railways have stated:- 

"The Committee's observations regarding computerisation of 
stores system are noted. 

As regards action taken for eradication of overstocking, 
exception Reports showing position of over-stocks, surplus 
stocks etc. are being made out from computer regularly for re- 
view and action by departmental officers concerned. From the 
position of inventories given in annexure it would be noted that 
there has been considerable improvement in the last two years." 

I. 13. The Committee wish that the hlinistry of Railways had been 
somewhat more forthcoming than merely intimating that their "ob- 
.emations regarding computeriradon of rtorea system arc noted." 
The progress made to implement the remaining two p k a w  (out of 



Costing kdcedure at DL W' (Par-bgra*h 8. r j-Sl. No. 24) 

t . i4. %dM&tihb & the cbsting procedure at D.L.W., the Committee 
in Paragraphs 6.12 and 6.13 had observed : 

('The Camdlittce fiqd that the sellin prices or ,*e transfer prices at ff which D.L.W. locomotives are anded over to the various Zonal 
W w e y s  are fixed by the v l w a y  Board from tiirie to time. 
T h e  prices are determined In accordance with a forpula under 
*ch the base price of a complete locomotives as g ven in the i contract with ALCO is taken as the basis f ~ r  the fixa ion of the 
selling price of a locomotive. From the base price of components 
given in the contract in dollars the present day landed cost of the 
~mported portipn is worked out by applying the current rate of 
egChange, and the value of indigenous components is also suitably 
escalated. The commercial practice of pricing of products which 
inter alia takes into account an elcment of profit etc, over and 
above the basic cost is not followed for determibing the transfer 
price of diesel locomotive even though this practice is being 
followed in DLW in determining the price of works done for 
private parties. 

The Committee feel that in view of the fact that DLW is 
a captive plant, the prices of whose products are determined by 
the same agency which requires them, it is necessary that a more 
scientific system for evaluatir4g costs is instituted. Such a 
system should enable the management to know whether the 
resources deployed are being proper1 utilised and also whether 
an adequate return is accuring on 2 e capital invested. The 
Committee desite that the costing methods followed in the 
DLW may be re-examined with the requisite expert assistance 
and in co-operation with the Cost Accounts Branch of the 
Ministry of Finance." 

I .  15. In their Action Taken Note dated 21 September, 1977, the 
Ministry of Railways have stated : 

"The recommendations of the Committee have been examined 
and the following remarks are offered : 

Initially the transfer prices of locos produced at DLW were 
no doubt fixed as stated in recommendation No. 6.12, i.e. to 
say, with reference to the landed price of an imported loco. 
However, consequent upon increasing production of locos and 
progressively enlarging indigenisation, the import content in 
the locos reduced considerably and it was decided to fix the 
transfer price on the basis of the estimated cost of manufacture 
of the locos at DLW. This practice has been in v o w  since 
1-4-70. 

From the observation of the PAC it appears that even though 
DLW is a captive under taking, they wish it to charge the rail- 



ways as anan.indepencle~t coanarcial undertaking. PAC have 
observed that 

(a) DLW is not charging any profit on the locos produced 
and supplied to the Railways. 

(b) DLW is not ensuring that adequate return is accruing 
on the capital invested. 

In this connection, it is submitted that DLW is a purely 
departmental undertaking of the Ministry of Railways established 
basically for the purpose of manufacturing Diesel Locos 
required by the Indian Railways for their use. The question of 

-DLW charging any profit on the locos supplied to the 
Railways and thereby improving the return on the capital in- 
vested should not therefore arise. 

The output of the Rly. Production Units is supplied to the 
Railways on a 'no-profit, no-loss' basis. The outturn 
when transferred to the allottee Railways is not 
treated as a 'sale' in the commercial sense. The price 
charged to the Railways includes the prime cost and all the 
overhead charges incurred at DLW but does not include any 
element of profit or any interest charges on the capital invested. 
Any addition of interest (dividend) charges to the cost of the 
locos will inflate the capital- at- charge on the Railways leading to 
avoidable burden of dividend and consequently on the general 
public by way of increase in fares and freights. A proforma 
account is, however, maintained showing the cost of the locos 
inclusive of the interest charges. 

It is a generally accepted principle that no profit is charged 
on the assets created by an Undertaking for its own use since 
otherwise it would mean "trading with themselves". 

Inclusion of an element of profit in the transfer price to make 
it a 'sale' in the commercial sense may pxsibly lead to other 
complications also such as levy of Sales Tax and Incoms Tax 
etc. 

There are a large number of Departmental Workshops on the 
Railwavs for the r e~a i r  of the Railwav's rolling stock , which 
also mkufacture components for use on the ~ a i h a y s .  1n- pricing 
the components manufactured in these workshops for use on the 
~ailwayi no profit is charged for the same reason oiz., that these 
workshops are part and parcel of the same organisation. 

In all these circumstances the Board feel that there should be 
no need to change the existing procedure of pricing the products 
manufactured by DLW for uee on the Indian Railways. It  may be 
mentionad however that for the products manufactured in these 
workshops for sale to outside parties, the normal commercial 
system of costing including some profit is invariably followed. 

As agards PAC's observation that "a more scientific system 
for evaluating costs is instituted" it may be mentioned that a 



detailed and scientific cost accounting system has been introduced 
at DLW. Based on a detailed work order structure, the system 
provides for the collection of prime cost and overheads (dis- 
tributed according to commercially accepted principles). The 
source documents for labour and stores have been computerised. 
The system provides for sufficient details for the purpose of cost 

- collection, comparison and control. In order to evaluate efficiency 
the following rigicl procedures are followed and it is, thedore, 
considered that for a departmental captive undertaking the 
usual concept of judging efficiency merely by profit may not 
be very apt. 

(i) Materials required for each job are pre-planned by the 
Production Control Seaion. 

(ii) The times required to complete the various jobs and opera- 
tions have been standardised after conducting time and 
motion studies in a scientific manner. Based on those studies 
an incentive scheme for labour is also in force in that unit. 
The scheme provides for an element of financial motivation 
for the workers to complete the jobs within the standard 
time fixed so that both the labour and administration are 
benefited by way of increased production. Workers at 
DLW are in fact earning an incentive bonus. 

(iii) Use of computers in production planning and control is 
being gradually extended for better and selective control 
over the various facets of operation. 

(iv) Scientific methods of inventory management are gradually 
being introduced for ensuring efficiency and economy in 
purchase, custody and issue of stores. 

(v) Cost reports showing the details of various elements 
of cost for each batch of r o l l i i  stock manufactured are ccm- 
piled at unit level regularly and are scrutinized by the 
Accounts and Mechanical Deptts. to identify these areas of 
possible economy. These reports are submitted to the 
Railway Board, where they are examined bv the Cost 
Accounts Cell and the Mechanical Directorate. 

(vi) In addition, reports in respect of man-power utilisation 
inventory balances, machine utilisation, working of the 
incentive scheme etc. are regularly prepared for drawing 
the attention of the higher management for proper managerial 
control at various lcvels, including the Railway Board. 

In the light of the above, it may be stated that the 
costing methods an management techniqucs at DLW arc 
scientific and rational and suited to the requirtmcnts of R large 
depa~meatal undertaking like the Railways. However, keeping 
in view the observations of the Public Accoubts C d t t e c  tbe 
costing procedures in DLW arc being reviewed in consultation 



Calculation of indigenws conten:r 

(Paragraphs 7.6 and 7.7-~$1. Nos. and 36) 

I .  17, On the question of calculating the percentage of the indigenous 
contents in Diesel Locomotive, the Committee in Pgragrephs 7.6 and 7.7 
of their 225th Report had observed : 

"The Committee find that the percentage pf indigenous content in 
a Diesel Locomotive as determined by the D.L.W. Adminis- 
trario I w ~ r k s  o l t  to 86 in 1971-72 in the case of a B.G. loco- 
motive and almost 86 in the same year in the case of a M.G. 
locomotive. If this were so, it does not c~p l a in  why the value 
of the stores imported is of the order of 32 to 50 per cent of the 
total purchases during 1970-71 to 1972-73. It is also presumed 
that the import contents of the bought out items such as the 
electricals supplied by the HEILlBHEL gnd which account 
for 43 per cenr of the cost of a locomotive, have not been taken 
into account whil? arriving at the percentage of achieved in- 
digenisation. 

The Committee d s i r e  that the figurcs worked out by Audit 
and by the Administration be reconciled and a more scientific 
method which truly reports our progress in indigenisation be 
worked out. The Conmitlee would very much like to know 
c1ear.b the latest position in regard to the indigenisation in 
D.L.W." 

1-18, In their Action Taken Note dated the 18-5-77, Ministry of 
Railways have replied : 

"The percentage of indigenisation as expressed by the D.L.W. is 
with reference to the basic price of imported items required 
for manufacture of locos at D.L.W. as compared to the total 
cost of the locomotive at ex-factory USA rate in 1962. As 
and wben the various i teps are available from indigenous sources, 
t e vallre of theae components qre deleted from the import list. 
#he percentage of indigenisation achieved represents the value 
of sornpqnents so deleted from the import list expressed as a 
percentage of the total cost of the locomotive as obtaining in 
r962. By this method when all the comopnents are indigenised, 
the-position of indigenisation would indicate IOO per cent pro- 
6s. In this method, the price variation factors of the compo- 

&hts f q q  time TO time do nqt enter into thp calculation. ..- . , , ' I ?  



In  regard to the value of stores imported which is of the 
order of 32 to 50 per cent of the total purchases during 1970-71 
to 1971-72, it is submitted these figures merely represent the 
escalated price of imported items such as balancing imports, 
import of tools and machine parts, initial spares etc. and impor- 
tation charges such as cust'omb d d q .  In  the method adopted 
by the DLW the basic price of imported items remains the same 
and the price variation factor does not enter into the calculation 
at all. The foreign exchange content of items supplied by in- 
digenous manufacturers Vnclllding BHEL is not taken into 
account in warking out the proqrers of indigenisation as it is 
not possible for D.L.W. to maintain accurate figures in that 
respect. 

Audit is of the view that it would be more appro~riate to 
take the import content in a locomotive as i m ~ o t t e d  through 
each batch cost and tbq extent of indigenisatio? attaiqed. It 
is, however, submitted that this method is not ~racticable as 
the cost factor is a varying phenomenon considering the long 
time required for procuring the various iqported items including 
import of initial spares, price escalati'on etc. The total cost 
of production as refltcted in batch cost does not reflect the correo 
status of indigenisation. I t  is likely that such a comparison 
would give a distorted picture all  the more for the reason that 
the red ction in cost achieved consequent upop the indigenow 9 purchase mmufactnre of a predominantly large number of items 
would not be properly reflected in such comparison but would 
also result in the import content beinq refleqed at an artificially 
higher level because of comnaratively higher trend of pricc 
escalation in the sourcq country. 

Further if the present day import cost is taten into account, 
the comparison should be made with the estimated present 
day cost at ex-factory USA rate as also landed cost of the loco- 
motive and this wc~i ld  be a very comnlicated procedure to follow. 
The  percentage of i~digenisation in 1975-76 in case of B.G. 
locomotive is go. 5 and M.G. locomotive go 6." 

1.19. The Committee are surprised to note that the 
foreign exchange content of items supplied by indige- 
nous manufacturers ' including BHEL are not taken 
into accoupt in working out the progress of indigenisa- 
tion. T4ey 'are upable to aopreciate Govetpment's 
coqtention that i t  is not possible for DLW to maintain accurate 
figures of imbortcd contents in this respect. As ointed out by 
the Committee eailier h e  bought out items sucg as electi~calp 
supplied by the H E I L I B ~ E L  account for  about q per cent o f the  
cost of a lopomotive apd the import contents of t !I ese items have 
not been taken ipto account while calculating the percentase of 
indig:sisation acbleved. Thr Cornmi+ thus conclude t 
fi ures of"1adigen~sation achlevcd" as calculqted bv the t' f: firence to thk tqtal cort of the l'o~o'q~otiye a t  e6-factory ,I~.$.A. 
fate in 1962 does nof 4orr:ctlg reflect t b ~  Import c q q t ~ n t  in terms 
~fvi i lui .  Tbiy would, the efort, akgt tpe Mkhlstry to explore ?&me 
scientific method" of ca cu'lating the Iddigenoas content h "a  
Diesel Locomotive. 

1 



CHAPTER I1 

RECOLMMENDATIONS/OBSERVATIONS WHICH HAVE BEEN 
ACCEP'TED BY GOVERNMENT 

Recommendation 

1.15 It  apptars to the Committee that no design modifications have 
been speciiically made for better performance by the diesel locomotives 
produced at DLW in the context of the recent steep increase in the price 
of petroieun products. At the Sam; time it is learnt that there is scope 
for furt'l2r improvement in this regard but a major development task of 
this sort can be carried out only with the aid of a strong Research and 
Development team backed by a properly equipped diesel engine testing 
laboratory, which the Railways lack. The Committee would have thought 
that during the last I 5 years or so of its existence the DLW had developed 
sufficient expertise to undertake vital R & D activities. After all, the 
DLW cannot afford to look for all time to come towards their foreign col- 
laborators for technical services and advice. The Committee feel that the 
difficult ways and means position of our Railways shoclld not come in the 
way of developing a strong research and development team. 

[Sl. No. 3 Para I .  r 5 of 225th Report of P.4C (I  976-77)]. 

Action taken 

The observations of the Committee have been noted and necessary 
action for development of diesel loco research and design facilities has 
been initiated. 

[Ministry of Railways (RaiIway Board) O.M. No. 76-BC-PAC/V/225(3) 
dated 7-3-77116, Phalguna, 18981 

Recommendation 

2-12 The Committee find that about Rs. 84.69 lakhs comprising, 
Rs. 41 '38 l a b  of imported equipment and Rs 43- 31 lakhs indigenous 
machines have been laid out on facilities for manufacture of spares at DLW. 
The explanation ofaered for the establishment of this capacity for spares 
is that the spares for diesel locomotives were sophisticated items, with 
accurate finish and close tolerances and such items were not available 
ns finished products from the trade. It  has been fu r tk r  stated that depend- 
ing upon witable offers, some finished items were also purchased directly 
by Railways @om sources developed in  trade. While the Committee 
agree that the requirements of specidid equipment hnve to be met without 
failure mnd delay they feel that efforts should have been directed towards 

t of more ancillary indusvies by placing orders on them for 
=e and supply of sophisticated spare parts. This would not 



enly have subserved the national interest by giving a fillip t o  the growth 
a f  indmtry but at  the samz tin:: cmld  have enabled the DLW t o  
concmrate  mwe  on im->ortarlt acrivities. For exam?le, the outlay of 
about a more of rupees on the fdcilities for spares could have pcrhaps been 
mwe profitably utilised fa- Roszarch and D:velopmmt had the industry 
been encouraged to  r a m  the raquirements of spares for DLW. This  

aspcct of the mltter may b= born in mind f ~ r  future planning. 

[Rzcomm~ndxion S1. No. 7 Para 2.12 of 225th R ~ p o r t  of PAC 
(1976-77) 1 

Action taken 

There are over 3 x 1  in.ligmms sources in tile Private and Public 
Sector supplying over 1833 corn?onents (finished and seni-finished). 
'rfieqe large nunbsr  of su?nli-rs an1  thz high p ~ r c t n t q :  of indigenisation 
has been secured as a result of continuous effort since the establishment of 
DLW. F3r establishing capacity far supply of spares to the R d w a y s  
ef fms ha4 bzen cgntinuously mad: to obtain as mzly  cJn?3a:nts from 
th?  trad-: as c3!di b: obtain.-A co?fmnin,o to the rq l i re3 .  spxificntions. 
F ~ r g i n g ;  a?;l c3;tings are b ~ i n g  supplied by the tral.: a?A a130 finished 
corn?anents as already pointed oat by a b u t  309 iindig;.n.sus sources. T h e  
mlchining and farther processing of sr~m-: of th: ra.N m~terial ,  forgings 
arlri casting9 could not be unl3rtaken by trad: eithcr d 1: to fi nz mxhining, 
tdzrances involved, low off-take etc, a n l ,  therefate, fazilities were required 
tq b: set uo a t  DLW. 'rn:;;: c,n93?-nts requit: s7::ial m ~ c h i n ~ s  and 
tezFlnol3qv. T o  give one or two examples, cylinder liners and cylinder 
hzad; cadi not bc ol7tained from the trad: in  finished condition inspite 
of all the vigorous efforts made in the past 2 yews. The  olnly success 
achi-ved for t k s e  2 item; wa.; th2t c ~ s t i n : ~  col~lJ  be d:v:lop:d for cylinder 
liners wh~.re.ls the machining a n j  farther process had to be dse loped 
at DLW. T h e  C,).nmittee's reconv-nd.~tions have been noted and the 
e f fx t ?  to J:vAop th.: cxngJni.nts far diesel 1x0s  with in ' i i~enous firms 
are c.)ntinuing. The  r:corn.n:nhtions to set up RSrD fdcilities have 
also b x n  w t e d  f ~ r  i:n ?lem?iltation and action has also been initiated in this 
,direction. 

Recommendation 

3.36 As the Audit P ~ r ~ g r a p h  paints out, the initial Fourth P lm urg-t 
of 648 locomotives was in 1971 scileii dawn to 550 locomxives. Tnis 

target appears to have been further lowered in Februzry, 1973 when the 
Railway Minister stated in his budget speech that agninst the e~r l ie r  tsrget 
of 160 locomctives planned h r  1973-74, o d y  143 locom~tivas wauld tx 
produced in that year. Against the targeted production of 533 1xo.n)tivzs. 

rhat is to say, only 445 locomotives were nctuAly produce3 at DLW 
during the fourth plan pe r id .  According to the Rsilwdy B ~ r d  the shwt- 
fall in production in the last 2 years i.e. 1972-73 and 1973-74 of the Faurth 
Plan had been mainly due to labour troubles and to power supply problems. 
Pending find determination of the issue, the C~mrnittez would like to 
know whether the production target in the subsequent years hnd been 



achieved and dl the orders placed on DLW by the Railway Board were 1 
now b e i i  cleared according to schedule. 

[SI. No. 11, Para 3.36 of 225th Report of PAC (1976-77)l 

Action taken 

Railway Board would submit the following position for the information 
of the Committee :- 

1974-75:-The funds provided in the budget papers as indicated 
in the Pink Book were for manufacture of 86 BG and 30 MG 
Locos. However, in view of the escalations in the cost of ma- 
terial, the cost of locomotives were also higher than those en- 
visaged and budget estimate stage for 1974-75. Keeping in 
view the resources position, GM'DLW was advised Vrde Kail- 
way Board's letter No. 74 F.Exl4.1 4 dated 22-2-75 a target 
of 80 BG and 15 MG locomotives tor 1974-75 and 63 BG and 
4 MG locomotives for 1975-76. Against the target of 80 BG 
and 15 MG locomoti\~es for Railways and 5 WDS6 for Steel 
Plants during 1974-75. DLW produced 72 BG, 15 MG and 
5 WDS6 (for Steel Plants). There was a shortfall of 8 loco- 
motives during 1974-75. The qhortfall is attributable to the 
production loss due to hlay 1974 strike. 

197~-76:-0wing to constraint of funds the production for 1975-76 
fbr Railways was fixed at 63 BG and 4 hlG lrcw. The pro- 
duction of I I O  BG and 30 MG during 1975-76 W ~ S  assumed 
about 2 years in advance for planning purposes, but the actual 
production had to be restricted ro confbrnl to the availdbilitv 
of funds. Vtde Board's letter h'o. 74 F. Ex 14.1 3 dated 23-2-75, 
DLW were accordingly advised to progsamme for mnnuhcture 
of 63 BG and 4 MG locon~ntives only for Railways. Besides 
the above, DLW also had an order for 27 diesel shunters from 
Steel Plants out of which 5 had been delivered in 1974-75. 

Against the production target of 63 BG and 4 AIC; locos for Railways 
DLW delivered 67 BG locos, thereby the target for the K:iilwclys 
was met. DLW also ploduced 6 MG locos for export to 'I'&., 
2 WDMI Power Packs and r I W3S6 shunters for Stecl Plants. 
Therefore, against the original target of 63 BG t 4 hlG (for 
Railways) and 22 %'XIS6 for Steel Plduts totalling 89, DLW 
produced 86. DLW could have produced more WDS6 
locomotives but BHEL could not supply the required electrical 
equipment for the same. The matter had been taken up with 
BHEL at the highest level but the required number of electrical 
sets could not be supplied by BHEL. 

1976-77:-It is confirmed that during 1976-77 DLW achieved the 
production targets and all the orders placed at DLW by the 
Railway Board were being cleared according to Schedule. 



The production vis-a-wis the target during 1976-77 was as 
under :- 

I Target Actual 

YDM4 for export to Taz. 4 3 *Shortfall of one loco way owing 
to nonsupply of Traction 
Motors by BHEL. The 

WDS-6 for Steel Plants . . I I I I loco was ready in all respects 
in March. This loco ww com- 

WDM-I power packs I5 15 pltted in the 1st week of April 
on receipt of Traction Moton 

WDM-2 power packs . . . I 1 from BHEL. 

Gen. sets . . .  6 6 

[Ministry of Railw~ys (Railwdy Hoxd) 0 . A 4 .  No. 76-HC-PAC V 225 
(8-14) d1tz.i 2-8-1977 1 3  Sravana, 113991. 

Recommendation 

3.37. The  Ibilway Board hnvc sought further to emphasize that the 
shortfall in the attainment of o\wall targets of DLV;' was mainly attri- 
butable to restricted avnilability of foreign exchange as also serious cons- 
traints on resources. The Committee feel t h ~ t  had the targets been rea- 
listicdly laid down and the requirements of diecel locomotives assessed 
on a more careful basis, the production at DLK' would have proceeded 
more smoothly. W t h  adequate advance planning, the problems now 
pleaded fos fhilure in perfosmmce could h3ve been better tackled. 

[Recommendation S1. No. I 2, 
Pwa 3.37 of 225th Report of 
P.\C (1976-77;]. 

Action Taken 

The obscrvations of the chmmittee h:t\,e been noteJ. 

Recommendation 

4.15. I t  is further seen that the idle time as percentage of directs man 
hours in the whole factory was 3 per cent in 1970-71 and 2.7 per cent in 
197)-72 against 1.1 per cent in 1969-70. Further during the twelve 
months of 1972-73, idle time ranged between 4.3 to 10 per cent of the 
direct man hours. The  Financial Commissioner for Railways stqted 
during evidence that the incentive scheme had been introduced in late1 
1g6g-70 and that the figures of idle time and overtime payments of 1971-72 
as given in the Audit Paragraph were not representative as they related to the 



early stage of implementation of the incentive scheme. The  Committee 
trust that by now the scheme had been well established and they would 
like to know the impact of the incentive scheme on the overall production 
in the D.L.W. during the last three years. 

[SI. No. 16, Para, 4.15 of 225th 
Report of PAC (1976-77)]. 

Action Taken 

From the details given below it would be seen that the incidence of 
idle time bcckirg r.t ihese Works, where the manufacturing cycle (of the 
locomotives) is spread over a period of about 10 to 12 months and the 
manufacture involves the use of special purpose machines, is well under 
control. 

Year Total idle time hours Total dirrct hours Idle time as a pcr- 
centage ofdircct 

hours 

Position in regard to out-turn during the past thrce years is explained 
below : 

(i) During 1973-73, Incentive Scheme was still in the process of 
introductkn and therefore its full impact could not be felt. 
D.L.W. were able to manufacture 87 locomctives against initial 
target of 120 during the year. 

(ii) During 1974-75, roo locos were manufactured. 
(iii) During 1975-76, 88 Iccomotives were manufactured against 

the target of 73. A large number of spares like Engine Blocks, 
Cylinder Liners and other spares for maintenance of locos 
were supplied to the Railways as a result of increase produc- 
tivity. D.L.W. manufactured 4650 cylinder liners in 1975-76 
compared to 2277 in 1974-75. 57 engine blocks were repaired 
in 1975-76 compared to only 35 in 1974-75 and 20 in 1973-71. 
Similarly 120 new engine blocks were manufactured in 1975-76 
compared to 96 in 1974-75 and 82 in 1973-74. 

The  details of other items of production over and above the production of 
locomotives has been brougl-t about in the reply against para 4.14. There 
has been progressive reduction in the trend of idle time percentage and 
this has been continued in 1976-77 during which the percentage is about 
2.18. 

[Mini- of Railways (Railway Board) O.M. No. 76-BC-PAC/V/azg 
(15-18) dated 12-7-77!21 Asadha, 18ggJ. 



Recommendation 

5.22. The  Committee note that the inventories held by DLW have 
constantly gone up from year to year. The  inventory holdings at the close 
of the years (1970-71, 1971-72 and 1972-73) were respectively worth 
Rs. 5.40 crores, Rs. 5.94 crores and Rs. 7.54 crores. T h e  inventory 
holdings further went up to Rs. 8.70 crores in 1973-74 and at the close of 
1974-75 touched the all time record of Rs. 9.74 crores. A significant point 
to be noticed in this connection is that as much as 32 to 50 per cent of the 
total stores purchased by DLW each year consisted of imported stores. 

5.23. According to the Railway Board the increase in stores balances 
had been primarily due to lesser production of locomotives in the years 
1972-73 and 1973-74 as compared to the anticipation of production based 
on which the procurement of material was made as also due to sharp 
increase in prices of electrical traction equipment supplied by HEL'Bhopal. 
This only underscores the fact that production targets had not been 
realistically laid down and with the cutbacks in the projected production 
the availability of stores far exceeded the requirement. The  Financial 
Commissioner for Railways in fact deposed before the Committee that the 
inventories w u e  rather heavy and that the position was not satisfactory. 
He also informed the Committee that the only way to regulate the inven- 
tories was that further orders should not be placed till the stock balances 
had come down to a reasonable level. 

5.25. The  Committee further note that one of the results of the in- 
creased inventory holdings has been that because of the storage capacity 
being insufficient, considerable quantities of such stores were even lying 
in the open. It  was learnt that at one time stores worth Rs. 3 crores in 
foreign exchange had been lying in such precarious condition. Though it was 
pleaded in extenuation that the goods lying in the open had somehow not 
suffered any damage, the Committee cannot be persuaded to accept the 
plea and would reprobate what is clearly a kind of laxity on the part of 
the Railway administration. T h e  Chairman, Railway Board, was himself 
go.>d enough to concede that there was no renson for the stores to have 
been kept in tne open. T h e  Committee would like to be reassured o n  
this point nnil to be informed about the action, if any, taken to obviate 
recurrence of such unfortunate happenings. 

[Sl. Nos. 19, 20 & 22, Paras 
5.22,5.23 & 5.25 of 225th Report 
of PAC (1976-77)]. 

Action Taken 

'I'ne obcervdtions of the Committee have been noted. By regulating 
further ordering, the overall inventory position has not been brought down 
to a rcason;ible level. h statement showing the position of stores baiances 
and inventories at DLW is enclosed as annexure. 

Corrective action has been taken to keep the materials under covered 
storage, where necessary. 
[Ministry of Rlilways (Railway Board) O.M. No. 76-BC-PACiV2z.j 
(19-22) dated 7-3-77/16, Phalgunn, 18981. 





6.12. The  Committee find that the selling prices or  the transfer prices 
a t  which DLW locomotives are handed over to the various Zonal Railways 
are fixed by the Railway Board from time to time. These prices are 
determined in accordance with a formula under which the base price of a 
complete loco as given in the contract with ALCO is taken as the basis 
for the fixation o f  the selling price of locomotives. From the base 
price of components given in the contract in dollars the present day landed 
cost of the i m ~ o r t e d  portion is worked out by applying the current rate of 
exchange, and the value of indigenous components is also suitably escalated. 
The commercial practice of pricing of products which inter alia takes into 
account an element of profit etc. over and above the basic cost is not 
followed for determining the transfer price of diesel locomotives even 
though this practice is being followed in DLW in determining the price 
of works done fiw private parties. 

6.13. The Committee feel that in view of the fact that DLW is a captive 
plant, the prices of whose products are determined by the same agency 
which requires them, it is necessary that a more scientific system for 
evalu~ting costs is instituted. Such a system should enable the manage- 
ment to know whether the resources deployed are being properly utilised 
and 4190 whether an adequate return is accruing on the capital invested. 
T h e  Cqmnittee desire that the costing methods followed in the D L W  
m w  bz re-examined with the requitiite expert assistance and in co-operation 
with the Cost Accounts Branch of the Ministry of Finance. 

[Sl. No. 23 & 24, paras 6.12 & 6.13 
of 225th Report of P.A.C. (76-77) on 
DLW, ITaranasi--5th Lok Sabha]. 

Action taken 

The Rec?mmendations of the Committee have been examined and the 
f d l ~ ~ w i n e  remdrks are offered. 

Iqitially the transfer prices of locos produced at DLW were no doubt 
fived as stated in recommendation No. 6.12 i.e. to sav, with refernce to 
the landed price of an imported loco. However, consequent upon in- 
creasing production of locos and progressively enlarging indigenisation, 
the import content in the locos reduced considerably and it was decided 
to fix the transfer price on the basis of the estimated cost of manufacture of 
the locos at DLW. This practice has been in vogue since 1-4-70, 

2. From the o!>serv,ltion of the PAC it appears that even though DLW 
is n captive understanding, they wish it to charge the railways as an in- 
dependentcd commercial undertaking. PAC have observed that : 

(a) DLW is not charging any profit on the locos produced and sup- 
plied to the Railways. 



(b) DLW is not ensuring that adequate return is accruing on tne 
capital invested. 

I n  this connection, it is submitted that DLW is a purely departmental 
undertaking of the Ministry of Railways established basically for the pur- 
pose of manufacturing Diesel Locos required by the Indian Rlys. for the 
use. The question of DLW charging any profit on the locos supplied their 
the Railways and thereby improving the return on the capital invested 
*hould not, therefore, arise. 

3.1 The output of the Rly. production Units is supplied to the Rail- 
ways on a 'No-profit, no-loss' basis. The outturn when transferred to the 
allottee Railways is not treated as a 'sale' in the commercial sense. The 
price charged to the Rlys. includes the prime cost and all the overhead 
charges incurred at DLW but does not include any element of profit or 
any interest charges on the capital invested. Any addition of interest 
(dividend) charges to the cost of the locos will inflate the capital-at-charge 
on the Railways leading to avoidable burden of dividend and consequently 
on the general public by way of increase in fares and freights. A pro- 
forma account is, however, maintained showing the cost of the locos in- 
clusive of the interest charges. 

3.2 It is generally accepted principle that no profit is charged on the 
assets created by an Undertaking for its own use since otherwise it would 
mean "trading with themselves." 

3.3 Inclusion of an element of profit in the transfer price to make it a 
'sale' in the commercial sense may possibly lead to other complications also 
such as levy of Sales Tax and Income Tax etc. 

3.4 There are a large number of Departmental Workshops on the 
Railways for the repair of the Railway's rolling stock, which also manu- 
facture components for use on the Railways. I n  pricing the components 
manufactured in these workshops for use on the Rlys, no profit is charged 
for the same reason viz., that these workshops are part and parcel of the 
same organisation. 

3.5 In all these circumstances the Board feel that there should be no- 
need to change the existing procedure of pricing the products manufac- 
tured by DLW for use on the Indian Rlys. It may be mentioned, 
however, that for the products manufactured in these workshop for sale 
to outside parties, the normal commercial system of costing including some 
profit is invariably followed. 

4. As regards PAC's observation that "a more scientific system for 
evaluating costs is instituted" it may be mentioned that a detailed and 
scientific cost accounting system haa been introduced at DLW. Based 
on a detailed work order etructure, the gs tem provider for the collection 



of prime cost and overheads (distributed according to comnercially 
accepted principles). The source documents for labour and stores have 
been computerised. The system provides for sufficient details for the 
purpose of cost collection, comparison and control. In  order to evaluate 
efficiency, the following rigid procedures are followed and it is, therefore, 
considered that for a departmental captive undertaking the usual concept 
of judging efficiency merely by profit may not be very apt: 

(i) Materials required for each job are pre-planned by the Production 
Control Section. 

(ii) The times required to complete the various jobs and operation 
have been standardised after conducting time and motion 
studies in a scientific manner. Based on those studies, an 
incentive scheme for labour is also in force in that unit. The 
scheme provides for an element of financial motivation for the 
workers to complete the jobs within the standard time fixed 
so that both the labour and administration are benefited by 
way of increased production. Workers at DLW are in fact 
earning an incentive bonus. 

(iii) Use of computers in production planning and control is being 
gradually extended for better and selective control over the 
various facets of operation. 

(iv) Scientific methods of inventory management are gradually being- 
introduced f o r  ensuring efficiency and economy in purchase, 
custody and issue of stores. 

(v) Cost reports showing the details of various elements of cost 
for each batch of rolling stock manufactured are compiled at 
unit level regularly and are scrutinised by the Accounts and 
Mechanical Deptts. to identify these areas of possible economy. 
These reports are submitted to the Railway Board, where they 
are examined by the Cost Accounts Cell and the Mechanical 
Directorate. 

(vifiIn addition, reports in respect of man-power utilisation inventory 
balances, machine utilisation, working of the incentive scheme 
etc. are regularly prepared for drawing the attention of the 
higher management for proper managerial control at various 
levels, including the Railway Board. 

5 .  I n  the light of the above, ir may be stated that the costing methods and 
management techniques at DLW are scientific and rational and suited 
to the requirements of a large departmental undertaking like the Railways. 
However, keeping in view the observations of the Public Accounts Com- 
mittee the costing procedures in DLW are being reviewed in consultation 



with the Cwt Accounts Branch of the ~ i n i s t r ~  of Finance with a view to 
introducing further refinements in the procedures to make them conform 
to the modern developments in the costing techniques. 

[.Ministry of Rdways, Rqilway Board's O.M. No. 76-BC-PAC/V/ms 
;(t3-24) dnted 21-9-1g77/jo Bhadra, 18991. 

Recommendation 

Para 7.8. During the year 1971-72 to 1973-74, DLW is reported to 
have imported components and spares worth about 16.95 millions. These 
components etc. it is learnt, had to be imported for entirely unavoidable 
reasons since they were not indigenously available. The major items 
which comprise over go per cent of the import cost are crank shafts, turbo 
super-charger items, cylinder heads, cylinder liners, pistons and piston 
rings etc. The Committee were informed that necessary steps had since 
been taken for the development of these items indigenously. ,4 study 
of the status of indigenous development of these items, however, reveals 
that the development efforts have been tardy and the rates of rejections 
too heavy. The Committee would like the reviewing committee set up 
bv the Railway Board in this behalf continuously to monitor the progress 
achieved in this field. They would also emphasise that sustained efforts 
must be made to help indigenous manufacturers develop a technical b ~ s e  
for the manufacture of these hard-core items. 

[Sl. No. 27. para 7.8 of 225th 
Report of PAC (1976-77)]. 

Action taken 

The foreign exchange content of the locomotive is now confined only 
to few sophisticated hard core items. The development of these items is 
likely to take some time because their manufacture required specialised 
production techniques of proprietary nature involving foreign collaboration 
and a large capital outlay. The development of these components is under 
way with the leading manufacturers in the respective fields in India. The 
latest position against some of the important components is summarised in 
Annexure 'A'. 

In the last year and half alone D.L.W. has been able to indigenise 52 
loco components saving valuable foreign exchange worth 4.55 crores for 
DLW and Railways. In the case of some sophisticated components in- 
digenous capacity is not adequate to meet the increased demand of main- 
tenance spares on account of increase in the diesel fleet operating on the 
Railways. Rigorous efforts are in hand for search of new source in the 
country and also plans are afoot in augmenting the capacity in DLW 
itself as these components require specialised equipment and production 
techniques. 

[Ministry of Railways, (Railway Board's) O.M. No. 76-BC-PAC/V,'zzj 
(25-27) dated 18-5-77,128 Vaisakha, 18gg)I. 



RECOMMENDATIONS/OBSERVATIONS WHICH THE COM- 
M I T T E E  D O  NOT DESIRE TO PURSUE I N  THE L I G H T  

OF T H E  REPLIES OF GOVERNMENT 

Recommendation 

1.14 The  Committee observe that the choice of a collaborator for the 
manufacture of diesel locomotives was limited to the U.S.A. as funds for 
payment of technical fees and royalities in foreign exchange were reported 
to have been available only from the U.S.A. i . e .  loan from the Develop- 
ment Loan Fund (later known as AID) and the loans from the U.S. Ex- 
port Import Bank. The choice was further restricted as no tenders were 
invited from the then available established manufacturers of diesel loco- 
motives and the collaborator was selected on the basis of discussion held 
in USA in 1961 with American parties by the Chairman and the Financial 
Commissioner of the Railway Board. This appears to be an unusual and 
unbusiness like practice which, in the absence of special justification 
which has not been forthcoming, the Committee cannot but deprecate, 
even though final decision in the matter appears to have been taken at the 
highest level. Curiously, when the collaboration agreements were renewed 
after 10 years, the same parties v i z ,  Montreal Locomotive Works, Alco 
White and Overseas Diesel Corporation, were again, almost automatically, 
selected. The Committee would like to know if better terms could not be 
had from elsewhere, and an elucidation of the entire position. 

[SI. No. 2 para 1.14 of 225th 
Report of PAC (1976-77)] 

Action taken 

The observations of the Committee regarding the procedure followed 
in selecting a collaborator for manufacture of Diesel Locomotives are noted. 
In so far as the procedure for finalising such agreements in future is con- 
cerned, the guidelines laid down by the Department of Industrial De- 
velopment in the Ministry of Industry are being followed strictly. 

2. As regards Committee's observations relating to renewal of agree- 
ments with the U.S.A. firms, the Railway Board would submit that the 
c~\llaboration agreements of 1962 with hI s ALCO Products, Inc, were 
nor renewed after initial ro year period as observed by the Conlrnittee. 
However, Technical Association Agreements for engines and Locos were 
entered into with M s ALCO White and iLl s Montreal Locomotive 
Works for a five year period effective from 12-2-72 on annual payment of 
USA $~ooo.oo for the former and CS rooo.oo for the latter. 

2.1 D.L.W. is engaged in the manufacture of diesel engines of a parti- 
cular type, the design and drawings of which were obtained in terms of 
the collaboration agreements of 1962. Technical consultancy senices and 
advice regarding engineering changes for product improvements etc. on 



.& type of diesel locomotives and engines can thus be made available 
fruitfully only by thwe to whose designs these locos and engines are 
being made at DLW. Accordingly, an approach to some other manu- 
facturers with different design parameters would have been of no avail, 
even for the limited purpose of a Technical Association Agreement. These 
Technical Association Agreements only envisage furnishing of such designs 
and specification on payment of charges and on terms and conditions to be 
mutually discussed and agreed upon. 

2.2 There was no collaboration agreement with M1s Overseas Diesel 
Corporation but only an agreement for purchase and inspection of 
material. This agreement does not restrict DLW from making purchases 
from other sources and through other agencies. In fact, there is already a 
system of purchasing materials through global tenders and indents on 
ISM!Washington. It, however, becomes necessary to have a standing 
arrangement with a foreign supplier for getting materials of requisite quality 
in time for ensuring uninterrupted production of locomotives at DLW, 
and for meeting the maintenance spares requirement of the Railways. 
Since the diesel electric locomotives being manufactured by DLW are of 
ALCO design, M!s Overseas Diesel Coprat ion being the subsidiary of 
ALCO is betterlsuited to perform that role. 

2.3 I t  will, therefore, be observed that earlier collaborators were not 
automatically selected while entering into the Technical Association Agree- 
ments of 1972 without any consideration as to where the overall ad- 
vantage lay. 

[Ministry of Railways (Railways Board) O.M. No.76-B(C)-PACiV,'22S(z) 
dated 18-4-77'28 Chaitra, 18991. 

Recommendation 

2 . 9  The Committee note that the DLW Project Abstract Estimate 
sanctioned in 1963 had been only notionally closed with effect from 31-3-74 
and as on January, 1975, out of a total of 484 sub-detailed estimates 
constituting the Project Abstract Estimates, 13 sub-detailed estim~tes were 
yet to be closed. I t  is further seen that although the abstract estimate for 
Rs. 19,57,33,003 sanctioned in 1963 underwent two revision$, first in 1968 
and subsequently in 1969, the overall cost of the project remained the same. 
That the overall figures of Rs. 19.57 crores sanctioned for the project in 
1963 remained unaltered even after twelve years during which there was 
a phenomenal rise in the general price structure, gves the impression th it 
ail inirw there must have been over-estimation of high magnitude. No 
tangible reason for this lack of variation between the abstract estimates and 
the revised estimates of the project as a whole appears to have been Ibrth- 
coming. It is difficult to credit the proposition that in the conditions that 
have prevailed in India, an estimate could be resilient enough to absorb the 
shot k of changes in the price structure over a period of more than a decade. 

[Sl. No. 4 Para 2 .g of' 225th 
Report of PAC (1976-77)] 



Action taken 

Against the estimated cost of Rs. 1g,57,33 thousand the expenditure 
booked in Accounts by 1967-68 was Rs. 18,21,22 thowand. Thus in 
about 5 years of the sanction of the Project Estimate 93% of the estimated 
cost was spent and booked in Accounts. Of the balance of Rs. 1,36,1r 
thousand, the expenditure incurred during the period 1968-69 to 1975-76 
has been Rs. 1,18,51 thousand, leaving Rs. 17,60 thousand yet to be spent 
mainly on account of one machine yet to be supplied and some land acquisi- 
tion cases. Consequent on the increase in the cost of this machine yet to be 
supplied, as also increase arising out of land acquisition cases, the Project 
Estimate was further revised to Rs. 19,87,33 thousand and thus the balance 
of the estimated cost yet to be booked by 1975-76 was Rs. 47.60 thousand 
(Iis, 17,60 thousand plus Ks. 30,oo thousand). I t  will thus be seen that 
bulk of the expenditure was incurred before the phenomenal price increase 
in the past few years and accordingly, such price increase did not affect 
the project's estimated cost. 

[Ministry of Railways (Railway Board) O.M. No. 76-BC-PAC V122-j(4) 
dated 7-3-77' 16, Phalguna, 18981. 

Recommendation 

2 10 The  D.LU;'. Project Abstract Estimate comprised of provisions 
under 3 heads vzz. Civil Engineering. Mechanical Engineering and Elec- 
trical Engineering. The Kailway Board have explained that as the cons- 
truction progressed it become evident th it the Mechanical Depdrtment would 
require extra funds. \7; ith a view to dvoiding such extra expenditure, the 
requirements for the Civil and Electrical Engineering Departments were 
then reviewed and certain savings effected. Such savings were ihcilitatd 
by Lqyvopriate changes in the design and also on account of more competitive 
rxeb ohi'iined in tendeis. 

2 .  r I The Committee f d  to see why the savings effected in the provi- 
sion for Civil Engineering and Electrical Engineering Departments in 
subsequent years to make additional provisions for Mechmical Engineering 
Department could not be visulised at the time of formulation of estimates. 
This only reinforces the Committee's impression that the estimates were 
not criticallv examined with reference to the Plans and programmes m d  
that thcre was, Ibr some apparently unfiithomable reason, over-estimation 
of the provisions particularly in respect of Civil Engineering and Electrical 
Engineering Departments. The Committee regret to hwe to reach this 
unpalatable conclusion anti can only dsk th3t there should be a more careful 
and realistic estimation so that the limited resources of the nation are laid 
out in such a manner that the maximum benefit accrues. 

[Recommendation S1. No. 5-6 
paras 2-10-2. I I of 225th Report 

of PAC (1976-77)] 

Action taken 

The observations of the Committee are noted. The  Ministry of Rail- 
ways would however submit that savings in the provision for Civil Engineer- 



ing and Electrical Engineering Depamnents could be effected by obtaining 
more competitive rates in tenders which could be known only after such 
tenders were floated progressively from time to time and contracts let out. 
Additional funds requirements for the Mechanical Engineering portion 
of estimates could similarly be known only when the machines etc. were 
acn~ally procured and the need for additional machines became known 
on gaining actual experience after a few years of working. 

[Ministry of Railways (Railway Board) O.M. No. 76-BC-PACIVI225th 
(5-6) dated 7-3-77/16, Phalguna, 18981. 

Recommendation 

3 . 3 3  The Committee note that the first locomotive, wholly assembled 
at DLW came out in 1964. The  original project report of DLW had 
envisaged the attainment of an outturn rate of 150 BG diesel locomotives 
per annum by 1967-68. This was based on the expectation of full incen- 
tive working on double shift, :Idequate installation of machinery and plant 
as well as the availability of the required jiqs and fixtures. However 
full production targets have not yet been attained though some ~~~~~~~e 
yexs have e l q x d  since thc commencement of production at 1) LW. 
During the period 1963-64 to 1968-69, against a target of 491 HG locomotives, 
cmly 242 BG iocomotives and ro LiG locomotives x w e  produced. The  
shortfall during this period involved nearly 50 per cent of the inst,illel 
capacity. Further, during the Fourth Plan period (1969-70 to 1973-74) 
the initial tdrget of 648 lo~onmtives (430 FK; and 218 A J G )  was sca1e.I 
down to 550 loccvnotive~ (373 BG and 180 ,11G). and against the revised 
target of 550 locomotives the actual production was only 445 locomotives 
(30- BG mJ 138 >I(;). 

(ii) In the :- clJuctinn of diesel-electric locomr~tives, DLW's o w  
cor.trihurhn jc onl!, ,tllout one-third in value. Another a 
per cent has to be contributed by BHEL HE IL. The  remaining, 
about half is from a large number of indigenous vendors and the 
balances by imports. Thus, locomotive production at DLW 
is heavily dependent on regular supplies of purchased material. 



(iii) T h e  programme for introduction of incentive working had to b e  
deferred till 1969 because with locomotive orders placed o n  
DLW, it could not be ensured that it would be possible to sus- 
tain the higher rates of production in different production centres 
that would be generated through incentive working. However, 
with formulation of the Fourth Plan locomotive production 
targets, the picture became clear and work connected with 
introduction of incentive working was intensified. 

I t  has also been claimed that "locomotive production at DLW was con- 
ditioned by several faaors outside DLW's coctrol and a judicious compro- 
mise had also to be made between the interest of locomotive production 
and indigenous development. In the circumstances the practical course 
of action was to maintain a close watch on developments arising from 
the vario~ s factors and continuously make adjustments to yield the 
optimum overall results. Till such time as the maximum rated level of 
production at IIL\XJ is achieved and indigenous supplies planned regularly 
are materialised, both DLW and its vendors would remain on a rising curve 
of production. This makes future planning difficult and in such an environ- 
ment set-backs bccome unavoidable." 

[Kccommendation Si. Nos. 8, 9 Paras 3 . 3 3  and 3 . 3  4 of- 225th K e p r t  
of PAC : 1976-77).] 

Action taken 

While noting the obsenution of the Committee, the Iiail\wy Board would 
submit th2t the original proiect Iiepvrr submitted by the Collaborxors 
envisaged the attainment of' 150 BG locomotives outturn per annun.  
Their assessmcpt of  hi & I' items was based on their esperience and con&- 
tions prevailing i~ the UnireJ States. A wide range of variations in the 
loads us norke~l  out by them had Ixen noticed by DLW while t3kh.q 
up the m;inufactux ( f components on v:{rious load centres. Mainly 
these variations were ortributed to the use oC superior quality of tungsten 
carbide ttm1.c. t'orginp and c d n g s  having much less stock removal, whereas 
Indim sup?iicr-s have not hcen ahle to achieve the matching standards. 
h . ior .c~~\w,  I ~ E  n ~ a n ~ f w r u r c  of muintenance spares such as cyiinder h a & ,  
cylirider liners. ~xlve-!ever inechmisrn, t u rh \  ~upe rch~~rge r  item, camqhafts. 
capir~~l sp:ircs ;t:ici re;?.~irs to sylin~ier h!c>ck, diversion o!' some machiring 
capacit:. :o lcuis origirully p1,unncii ti)r discharge by the indigenous vendnrs, 
ctc.. which \yere I I O ~  an~icipcttcJ eiiriicr, h i  subsequently to ht' c~tcrt3A for 
within the instiilleil c,ipaciiy. It wo~l \d  thiis he seen h a t  DL\X h:~s heen 
tq ing  its best. t,) malie optinmrn use ol'rhc resourccs, in the fo~m of capital 
assets iind manP)\ver, a \~~ilahie at its clispcaol. These dcternlined efforts 
enabled the II.L..W. to con~ply with the production requirements and 
maintain supply of much ncded  sparcs to the Zond Kai1iv:ys. 

[Ministry ()I' Railways (1Uy. Boarci) 0.11. KO. 76-BC-PAC \.v'2z~i'S-14) 
dated 7-3-1977 16 Phalguna, 18981. 

Recommendation 

3.38 The Committee also find that as noted in a later section of this 
report large, quantities of imported stores were lying unused at DLW. 



A huge accumulation of inventories, of which about 32 to 50 per cent were 
irnporced items, has been reported. Perhaps, therefore, the dearth of 
foreign exchange was not the real problem that prevented the attainment 
of production targets. 

[Recommendation S1. No. 13 para 3.38 of 225th Report of PAC 
(1976-77)I. 

Action taken 

The Railway Board would submit that D.L.W. is engaged in a line of 
manufacture where lead time for procurement of materials is upto about 
2 years and the shop in-process time is also about 10 to 12 months. Invest- 
ment of large sums under inventory in the form of materials in stocks under 
process an in the Stocks-including imported materials involving foreign 
exchange, is unavoidable. Since for imported materials payments are mostly 
made against letters of credits on proof of shipment and there being consi- 
derable time-lag between shipments and payments for materials and their 
receipts at D.L.W., investment on inventory is also involved for such 
materials on high seas and in transit. 

[hkis t ry  of Railways (Rly. Board) 0. M. No. 76-BC-PAClVi225 
(8-1 4) dated 7 . 3  . I 977 16 phalguna, 18g8)]. 

Recommendation 

The Committee note that the incentive scheme introduced in June 1969 
had been established in 89 out of 92 sections of the D. L. W. by November 
1973. However the analysis of the monthly expenditure on incentive bonus 
and overtime payments given in the Audit Paragraph reveals that the growth 
of the incentive bonus and overtime payments was not matched by a 
corresponding increase in production. It is seen that the targets of produc- 
tion laid down after introduction of incentive scheme for certain shops 
during 1971-72 have rarely been achieved. As a matter of fact in certain 
shops such as 03 Welding Shop anJ 23 Truck Machine Shop the produc- 
tion during certain months of 1971-72 was much below the targets set 
down prior to introduirion of incentive scheme. This shows that the 
incentive scheme had really no impact on the productivity of different 
shops. 

[Sl. No. 15, Para 4.14 of 225th Report of the PAC (1976-77)]. 

Action Taken 

It is submitted that it would not be correct to conclude that the incen- 
tive scheme had really no impact on the productivity of different shops. 
The various factors which affect productivity have been explained to the 
Committee vide Para 4.6 of the report. However in regard to two Shop Nos. 
03 and 23 specifically commented upon by the Committee, the position is 
explained below. The incentive scheme in these two shops was introduced 
progressively. The number of workers under incentive increased from 29 
in Shop No. 03 and g8 in Shop No. 23 as on 31.3.1971 to 152 and 193 m- 
pectively as on 31 .3.1976 and to 159 and 197 respectively as on 21 .3.1977. 



%'he position of average outtum, payment of incentive bonus, paymZnt bk 
overtime and idle time hours in these two shops for the years 197 1-72, 
1975-76 and 1976-77 is tabulated below:- 

Year Average Averape Average Average 
outturn Incentwe (overtime idletirnt 
in loco Bodua in irl b. in hourL 

&c ts rb. 

Shop No. 03 

Sho) No. 23 

1971-72 . . . .  8'11=5488.00_r5775.00 1456 

While there is continued progress in Shop No. 03, the position in regard 
to Shop No. 23 shows mly marginal increase in out-turn during the years 
1975-76 and 1976-77 as compared to 1971-72. However the decrease in the 
quantum of overtime payment as also idle time booking is quite substan- 
tial. 

There has been substantial reduction in the man-hour content per loco- 
motive. As against about 33039 hours per B. G. and 21675 hours per M.G. 
locomotive during 1969-70, the average man-hours per loco in 1976-77 was 
about 16669 hours per B. G. and 14669 hours per M. G. as per cost reports 
for 53 B. G. and 7 M. G. locomotives. 

It may be worthwhile to point out in this context that apart from pmduc- 
don of locos for the Indian Railways, Public Sector Steel Plano, and for 
anport to Tanzania as also manufacture of WDM-I Power Packs an Diesel 
Generating Sets, D. L. W. undertakes considerable amount of work for 
meeting the repairs and maintenance requirements of the Railways. Some of 
the major items of manufacture and supply are Engine Blocks, Cylinder Li- 
ners and Cylinder Heads. D.L.W. also supplies both repaired and new under- 
frames, superstructures as well as bogie sets and fkmes including the re- 
quirement for export and high speed locos which involve more work content. 
D. L. W. also supplies wheels and axles including those for WDM-4 and 
and WDS-6 lows. The figures of average out-turn in loco shops for 03 and 
23 above are with reference to the production of locos and engines only. 
Considering the additional out-nun as brought a b u t  above, there has been 
wnsiderabk increase in the productivity and overall production as a result 
of progressive introduction of incentive scheme in the shops. 

[Ministry of Railways (Railway Board) 0. M. No. ~ ~ - B c - P A C / V / ~ ~  
(15-18) dated 12-7-1977121 Asadha, 18991. 
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~ O ~ D A T ~ N S I O B S E ~ ~ V A T I O N S  REPLIES T O  WHICH 
HAVE NOT BEEN ACCBPTEiD BY THE COMMITTEE AND 

WHfCH REQUIRE REITERATION 

?;he Committee are not impressed by these elaborate explanations. 
Tkcy are aammahedm &serve that there hw ~ P X J  little, if any, justificetion 
for the under-utilisation of the production capacity installed at huge cost to 
the country. Occasional set-backs in production on account of factors 'be- 
yead the .coatmi of 2he DLW administration are understandable. Howgxer 
the continuous short fall in production which in some years was of the order 
of about 50 percent of the installed capacity can only lead the Committa te 
conclude that the project was not planned as well and carefully as it should have 
been. This is corroborated by the fact that when in 1965, i.e. about a year 
rftar the h t  loconotive rolled out from the DLW, the need was Celt for 
diversifying production so that the manufacture of metre gauge locomotives 
&d also be undertaken. I t  is significant also that the introduction of in- 
centive workmg had to be deferred till 1969, because "with locomotive orders 
placed on Z L W  ir could not be ensured that it would be possible to sustain 
the &law rams of praduction that wsuld be generated through incentive 
lv63dhg.'' 

[Recommendation S1. Nos. 8, g and 10 Paras 3.33-3.35 of 225th 
Report of PAC (1976-771. 

While noting the observation of theCamnhae, thetRaiiway Boar6 would 
submit that the origrnal project Report submitted by the Collaborators 
uwhgd dac of 150 BG locomotivor outzurn per l~nrmm. Their 
a a m m c n t  evf M & P items was based on their gperiencc a d  cnnditim 
pworilingiarhelfnited Sraces .Awidcrrmgel3fw0i~in*loariP m 
w ~ k e d  mt by than had bear no t id  by DLW while taking up the mtmu- 
fact~rr crf componcffcc on various bad oclltrrs. h h d y  thlcse u m i a h ~  WUIE 
attpibuted to the ase of auperiot quality af mngsm~ &idt trods, f k r g i ~ ~ ~  
and c a s b p  having ma& less sock removal, w m  Iadian s u p p k a  
hsve rrot basR abkm a c k i e  rhe matching otnodar&. hhimwu, ?hemam- 
f e ~ a a e  of areimamnoc oparcrr sud~ as cytindor hards, cyliodn W &- 
lever medmism, tarbs it-, c a d ~ & ~ ,  capitel spaes arrd 
@ m q r l i n d e r b l o c k , d i ~ i o f  r o m c m a d h @ o r p r i t y t a W  
ozigbw8yplPnned f i r  didmgc by the irtdigauMs umdaq ~c,wW.pptre 
~ ~ p a b e d e a r l i n , I s a d ~ u a r d y E o b c ~ f o r n i t h i n . t h c  
imdU capedy. %t would thus be roan zfr+t D W  tus b&a tryins its 
best to make ojmmm osc ef thea- in IhtXorm of capital amcu m d  
manpower, available at its disposal. These determined efforts enabled the 



[Ministry of Railways (Rly. Board) O.M. No 76-BGPACrV/225 
(&rd dated 7 - ~ a g n l ~  PW!ma,  -1. 

Recommendation 

Another s ignificant point to be noticed is that the payments on 
accwat of o h  in DLW &ad b a a  rising f r m  yaar t o 1  gaaar afer the 
inrroduaiaa of the iacentiw s b m e  in 1969-70, The oveatime paymas b 
rg69-7a were of the or& af Rs. 8.75 laDd.rs. This w e  went up 
g .a laWls ia x g p - 7 1  and touched the figure af Rs. rr .&I lakhs in 1971-72 
The Commi#ee feel that overtime payments should normally be zemrtrrd 
to in some shops only for compka jobs to f d  o u r  shops dwbg the 
nwmalsbift heurs apd thendore, thc QY& pa_vmeats iiJ some a k q ~  
should be c o m e r  balanced by their total absence in o k  shops. H w ,  
the trend of ov& p a p a t s  b DLW OD& indicases that the pFedIrr;tioa- 
time saved by the aperauon of inceMive scheme had redly beeo wrsted way 
without being utilized for production purposes. 

[Sl. No. 17, Para 4.16 of 225th R e p r t  of the PAC (1976-77)]. 

Action taken 

As already explained the necessity to book overtime arises out of several 
m a d a w e  factors such aa time lm due to large number uf ksUdey6 in 
a month, high incidence of absenteeism, power failures, bunching of WO* 
resulting from ncn-uniform flow of materials due to poor supply frcm 
vcadon, ac. The suggestion of the Committee that owmime should mrmdly 
be lesonad to in some s- only for completing dAe jobs to focd olptrer shqm 
during d x  normel hours is noted, but purely on considQt.wions of work ir 
beconocs sometimes necessary to book overtime in cases whme %r ex- 
irntnhmm of work for various reasdns arise. The position regtiding over- 
time payments for the years 1972-73 to 1976-77 is given below:- 

Year 

It may be noted that there has been considerable reduction in the quantum 
of overtime payments inspite of an increase in the number of men under 



incentive from 903 during 1971-72 to about 2134 during 1976-77 and an 
increase in the percentage of absenteeism from about 15 .75% in 1g71-p to' 
19 .33% during 1976-77. 

[Ministry of Railways (Rly. Board) O.M. No. fl-BC-PAC/V/ 225 (15-18) 
dated 12-7-1g~~l21  Asadha, 18991. 

Recommendation 

5.24. The Committee learnt that in order to avoid accumulation of sur- 
plus stores, an integrated produaion-cum-inventory control system by com- 
pum had k e n  introduced at DLW for periodical check-up and adjusuncnts 
to be made. However, the entire stores system has not been yet computerised, 
only three out of the five phases of inventory control by computerhation 
having so far been completed. The Committee urge that tbis process which 
seems desirable should be expedited, keeping also in view Government's 
over-all policy of ensuring that computerisadon does not a f k t  the provi- 
sion of employment opportunities. The precise progress made in eradicating 
the evils of over-stocking may be intimated to the Committee 

[Sl. No. 21, Para 5.24 of i225th Report of PAC (1976-77)]. 

Action taken 

The Committee's observations regarding computerisation of stores system 
are noted. 

As regards action take  for eradication of overstocking, exception Reports 
showing position of over-stocks, surplus stocks ttc., are being made out 
from computer regularly for review and action by departmental officers 
concerned. From the position of inventories given in annexure it would be 
noted that there has heen considerable improvement in the last two years. 

[Ministry of Railways (Railway Board) 0. M. No. 76-BC-PACIV,'2zs 
(19-22) dated 7-3-77116, Phalguna, I 8981. 



ANNEXURE 

(In lakhs of Ru- 
-- - 

Balance as on 
Inventory Hwds . - 

31-3-74 31-3-75 31-536 31-3-77 
(Estimated) ' 

StomSuspense , . . . . 
Manufacture Suspense . . 
Miscellaneous Advance . 1,66 1,51 1929 8g (Excluding <ransactiam for im- 

ported maintenance apores foa 
Raifwayo). 

--Up- 

TOTAL . . . 40 .4~  37~93 34937 34996 ---- s 
Valuc of Production . 2 1 ~ 3  28,12 35,55 4 ~ ~ 3 9  

Ratio of valuc of Inventory to value of Prodtiction . 191 135"/0 97 % 82% 



?'he Committee find that the pescmtage of indigeno ' con- 
tent in a Diesd Locomotive sa determined by phc DLW ~dmin'f:tratlon 
works out to 86 in 1971-72 in the case of r B.G. Lommotive and almost 

86 inthe same year in the case of a M.G. Locomotive. If this wtre:so, it 
does not explain why the value of the st- imported is of the order of 
3 x 0  50 per cent of the total purchaser daring 1970-71 to 1071-72. It  
is also presumed that the import contents e f  the bought out items such 
as the electricals supplied by the H E W E L  and which sceun t  for 
about qq per cent of the cost of a l o c ~ ~ ,  have not been taken into 
account while arriving at the percentage d achieved indiganisation. 

The Committee desire that figures werked out by Audit 
and by the Administration be rcaa~ciled and a more scientific method 
which truly reports our progress in indigenisation be worked out. The 
Committee would very much like to know clearly the latest position in 
regard to the indigenisation h DLW. 

[S. Nos. 25-26, Paras 7.6 & 7.7 of ~ 5 t h  Report of the PAC (r976-77)j. 

Action taken 
The percentage of indigmisation as expmssed by the DEW is with 

rcferen~r to the basic price of imported items requiacd far manufacture 
of locos at DLW as compared to the total cost of the locomotive at cx- 
factory USA rate in 1962. As and when the verious items arc available 
from indigenous sources, the vahe ef these compoacnts apt deleted fsorn 
the imvort list. The percentage of indigenisation achieved represents 
the value of components so deleted from the import list expressed ae a 
percentage of the total cost of the locomotive as obtaining in rg62. By 
this mzthod when all the components a re  indigenised, the positim of 
indigenisation would indicate roo per cent progress. In this method, the 
price vuriation factors of the components from time to time do not eate 
into the calculation. 

In  regard to thz value of stores imported which is of the order of 32 
to 5 3 p x  cent of the total purchases during 1970-71 to 197 1-72, it is sub- 
mitted thzse figures m~rely rtprssent the escalated price of imported items 
such as balancing imports, inlport of tools and machine parts, initial spares 
etc. and importation charges such as customs duty. In the method adop- 
ted by t l e  DLW th: bwic price of im?orted items remains the same and 
th:   rice variation factor dots not enter into the calculation at all. The 
foreign exchange conten of items supplied by indigenous manufacturers 
including BHEL is not taken into account in working out the progress 
of indignioation as it is not possible for DLW to maintain accurate 
figures in that respect. 

Au 3it is of the view that it would be more appropriate to take the irn- 
port content in a locomotive as imported throagheach batch cost and the 
excent of indigenisation attained. It  is, however, submitted that this 
method is not practicable as the cast factor is a vrrrym4 phenomenon con- 
sidering the long time required For procuring the venous imported items 
including import of inithl spa- price escalmticm eff. The  total cost of 
production as reflected in brtch cort docs m ssA#t the cormct flatus 
of indigenbation. It  is likely that such a comparison would give a dis- 



torted picture allthc more for the reason that the reduction in cost achieved 
bnse4uent upan the indigenous purchase/rnanufacture of a predominantly 
large number of items would not be properly reflected in such comparison 
but would also result in the ilppanr -Wng refletced as an artificially 
higher level because of comparatively higher trend of price escalation in 
tbwacortauy, 

$urther if the present day import cost is taken into account, the com- 
Garison should be made with the estimated present day cost at ex-factory 
USA rate as also landed costdlrSrt- and this would be a very 
complicated procedure to follow. The percentage of indigenisation in 
1975-36 in case of B.G. l o ~ ~ ~ ~ ~ t i v e  is 90.5 and M.G. Locomcrtive 90.6. 



ERAPTE? ti 
RECOMUENDATIONS~OBSERVATIONS I N  RESPECT O F W ~ $ ~  

GOVERNMENT HAVE FURNISHED INTERIM RHPLIES. 

i.13: ?;he &in' niotivation for e~tabii ishin~ indgenous &eachy f& 
production of diesel locomotives at DLWI, Varanasi, was that the increas- 
lrig tempo and pattern of traffic made it irn rative to replace andlor re- 
inforce steam traction by electric or diesel t r  f ction. At that tlme, taking 
into account the capital expenditure involved in the setting up of an 
electric traction system, the time factor in construction and the 
availability of power, the balance of advantage was found to lie in going 
in for Iqe -sca le  di~s-lisation. However, in the context of the recent 
steep increases in prices of petroleum crude and the non-materiaIisation 
of the traffic targets visualised earlier, rethinking on the traction 
system and a reassessment of the requirement of diesel locomotives 
has been urgently called for. In  fact, as will be seen later in this 
report, a process of diversification has already beenstarted at DLW 
with a view to utilising the capacity rendered spare because of the 
scaling down of the targets of diesel locomotives production. The 
C3mmittee wish that this diversification should not be attempted as a 
s3n:whnt d q x r a t e  ad hoc measure, but should form an integral part of 
a well-thoughtout perspective plan for the utilisation of the infra- 
structure already created. The Committee would like to be apprised 
of the action taken in this behalf. 

[Sl. No. I Para 1-13 of 225th Report of PAC (1976-77)]. 

Action taken 

In  pursuance of Committee's observations made in para 3.39 of this 
Report, the Railway Board have since constituted a high power Com- 
mittee to go into the question of production of diesel and electric locos 
and also in regard to optimal utilisation of the installed capacities in the 
two production units. The report of the Committee is expected to be 
available shortly. The Public Accounts Committee will be informed of 
the rzcornnendations of the high power committee and the action taken 
by Government. 

7 [Ministry of Rdways  (Railway Board) O.M. No. 76-BC-PAC/V /225(i) 
dated 7-3-77/r6 Phalguna, 18981. 

PI Recommendation 

3.39. The  C~mmit tee  were informed that the Railways have given 
serious thought to the adjurtmznts needed to meet the situation created 
by the sharp hike in the crude oil prices and have examined the measures 



that wauld be initiated to curtail requirements of diesel oil and the extent 
to which electric or steam tr?ction could therefore be developed to meet 
the growth of traffic in coming years. I t  is seen, however, that after 
taking into account all relevant factom the Railways have reached the 
conclusion that there can be no going back on the dieselisation programqe 
and the policy of traction modernisation through dieselisation and electrl- 
fication is to be continued. In  view of this decision, the Committee 
would urge the Railway Board to draw up the production scheduled of 
DLW in a more effectwe# manner than hitherto and with an eye to our 
future requirements, particdarly in the context of the decision to lay 
greater emphasis on electrification. The Committee would also like a 
proper perspective plan to be drawn up for the optimum utilisation of the 
installed cdpacity at DLW and closer coordination with the indigenous 
sources of supply like BHEL. The Committee are of the view that after 
more thsn a decade of its functioning, DLW should now be in a position 
to  fulfil substantially the country's expectations from it. However, in 
view of the critical situation emerging in recent years over oil and oil prices, 
Government would do well to get the entire issue of dieselisation examined 
by a high power and expert Committee. 

[Reco:nn:nd~tion SI. No. 14, para3.39 of 225th Report of PAc(1976-77)l 

Action taken 

A High Power Committee has since been appointed by the Railway 
Board t,) g~ into the matter with the following terms of reference:- 

I .  Keeping in view the integrated requirements of Railways as 
brought out in the Corporate Plan (upto 1988-89) in terms 
of traffic projections, resources etc., to examine the scope of 
dieselisation having due regard to the relative economics with 
present day costs and performance norms in comparison to 
steam and electric traction. 

2 .  To suggest changes that can bs reasonably expected in the near 
fvture, in the costs and performance norms of diesel and electrlc 
traction. 

3 .  T o  .project production programme for locomotives and optimal 
utilisation of' capacities of locomotive production units. 

Necessary action will be taken on the recommendations of this Com- 
mittee. 

-. I he Public Accounts Committee will be apprised of the recommenda- 
tions and action t ~ k e n  thereon. 

Ihlinistry of Railways (Rly. Board! O.M. No. 76-BC-PAC!Vizz5(8-x4) 
dated 7-3-77] 16 Phalguna, I 898). 

Recommendation 

4 .17 .  The Committee would like the Railway Board to make a precise 
review of the incentive scheme particularly in relation to overtime pay- 



ments and idle time in shops. The result of such a review should be 
intimated early to the Committee. 

[Sl. No. 18, Para 4.17 of 225th Report of PAC (1976-77)]. 

Action taken 

The DLW have been asked to undertake a review of the incentive 
scheme in relation to overtime payment and idIe time in shops. The result 
of the review would be communicated to the Committee, as soon as it is 
received from the DLW. 

This  has been seen by Audit 

[.Ministry of' Kaiiwdys (Railway Board) O.M. No. 76-BC-PAC/\'/225 
: i5 -18 )  dated 12-7-197712 I Asadha, 18991. 

C. M. STEPHEN, 
Chairman, 

Public . - I C . C O U ~ I ~ S  Commirtee. 
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Para No. Ministry Department 
concerned 
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2 
--- - - 3 

1.3 Ministry of Railwavs 

APPENDIX 
Marn CbnclrmLSIac Rccomm Jndarionv 

-- - - 
Recommendation 

4 
- -. . -.- - - 

The Committee expect that final replies to those recommendations' 
observations in respect of which only interim replies have so far been 
furnished will he submitted to them, duly vetted by Audit, without 
delay. 

. The Committee are distressed to note that the Ministry of Railways do 
not appear to share their grave concern at the under-utilisation of the 
production capacity installed at DLW at a huge cost. The Committee 
do not appreciate the Railway Board's attempt to explain away the 
under-utilisation of the production capacity in DLW in terms of colla- 4 
hnrators estimates having heen based upon the conditions prevailing 
in the United States. The (hmmittee feel that the Project was plan- 
ned on unrealistic assumptions which could not be attained in the 
conditions prevailing in this country. The Ministry of Railways 
cannot exonerate itself from the responsibilities cast upon them in 
examitling the Project Report in greater details particularly in the 
context of indigenous capacities and capabilities. The Railway Ministry 
can draw some satisfaction from the Fict that a part of the spare capacity 
is being utiliscd for the manufacture of maintenance spare parts. But 
the f a d  remains that the production capacity installed at huge cost to 
the nation remained under-utilised. The Committee trust that at- 
least for future lesson wculd be drawn from the DLW experience. 

3 1.10 Ministry of Railways The Committee are happy to note that the i~cidence of over time pay- 
ments has come down from Rs. 12.82 lakhs in 1972-73 to Rs. 7.63 

- -- lakhs in 1975-76 and further to Rs. 7 .16 l&s in 1976-77. However, 
--.---- ---------- .- . --- 
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the Committee feel that incidence of overtime payments is still on the 
higher side oarticularly when compared to tht figure of Rs. I .74 lakhs 
in 1974-75. Thus, there is need to reduce it further by proper material 
planrung and personnel managemem. 

4 1.13 Do. . The Committee wish that the Ministry of Railways had been somewhat 
more forthcoming than merely intimating that their "Observations 
regarding computerisation of stores system are noted". The progress 
made to implement the remaining two phases (out of five) to bring 
the entire stores system under computerisation, should have been 
clearly brought to the notice of the Committee. . 

Do. . The Committee note from the revised reply received on 21-9-1977 that 
the costing procedures in DLW are being reviewed by the Ministry 
of Railways in consultation with the Cost Accounts Branch of the 
Ministry of Finance. 

' 'W Do. . The Committee are surprised to note that the foreign exchange contem ' ol 
of items supplied by indigenous manufacturers including BHEL are 
not taken into account in working out the progress of indigenisation. 
They are unable to appreciate Government's contention that it is not 
po~sible for DLW to maintain accurate figures of imported contents 
in this respect As pointed out by the Committee earlier the bought 
out items such as electricals supplied by the HEILIBHEL account fcr 
about 44 per cent of the cost of a locomotive and the import contents 
of these items have not been taken into account while calculating the 
percentage of indigenisation achieved. The Committee thus conclude 
that the figures of 'indigenisation achieved' as calculated by the DLW 
with reference to the total cost of the locomotive at ex-factory U.S.A. 

rate in 1962 does not correctly reflect the import content in terms of 
value. They would, therefore, urge the Ministry to explore some 
more scientific method of calcvlating the indigenous content in a Diesel 
Locomotive. 




