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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised
by the Committee, do present on their behalf this Fortyninth Report
-on the action taken by Government on the recommendations of the
Public Accounts Committee contained in their 22nd Report (Fourth
Lok Sabha) on Third Five Year Plan of the Railways—Chapter I and
paras 16 and 17 of Audit Report (Railways), 1967.

2. On 12th June, 1968, an ‘Action Taken’ Sub-Committee was
appointed to scrutinise the replies received from Government in pur-
suance of the recommendations made by the Committee in their ear-
lier Reports. The Sub-Committee was constituted with the follow-
ing Members:

. Shri D. K. Kunte—Convener.
. Shri C. K. Bhattacharyya

. Shri K. K. Navar

. Shri Narendra Kumar Salve
. Shrimati Tarkeshwari Sinha
6. Shri N. R. M. Swamy

1 BT NI S A

3. The draft Report was considered and adopted by the Sub-Com-
mittee at their sitting held on the 17th February, 1968 and finally
adopted by the Public Accounts Committee on 24th February, 1969.

4. For facility of reference the main conclusions/recommendations
of the Committee have becn printed in thick type in the body of
the Report. A statement showing the summary of the main recom-
mendations ‘observations of the Committee is appended to the Re-
port (Appendix XI).

5. The Committee place on record their appreciation of the assis-
tance rendered to them in this matter by the Comptroller and Audi-
tor General of India.

Nrw DELHI; M. R. MASANT.
February 24, 1969. Chairman,
Phalguna 5, 1890 (Saka). Public Accounts Commirree,



CHAPTER 1
REPORT

This Report of the Committee deals with action taken by Gov-
ernment on the recommendations contained in their 22nd Report
(Fourth Lok Sabha) on Third Five Year Plan of the Railways—
Chapter I and paras 16 and 17 of Audit Report (Railways), 1967,
which was presented to the House on 1st April, 1968. Out of 51 re-
eommendations contained in the Report Action Taken mnote have
been receivaed in respect of 50 recommendations. A reply to the re-
commendation at S. No. 49 is outstanding from the Department of
Industrial Development.

1.2. The action taken noies/statements on the recommendations
of the Committee contained in this Report have been categorised
wnder the following heads:—

(i} Recommendations/observations that have been accepted
by Government :

S. Nos. 1, 2. 3, 4, 5, 6, 7, 11, 12, 13, 15, 16, 17, 18, 19, 21,
22, 23, 26, 27, 28, 30, 31, 32, 33, 34. 35, 36, 41, 42, 43,
50 and 51.

>

(ii) Recommendations/Observations which the Committee do
not desire to pursue in view of the replies by Govern-
ment

S. Nos. 8, 9, 20, 24, 39, 40 and #4.

(iii) Recommendations/Observations replies to which have not
been accepted by the Committee which require reitera-
tion :

S. Nos. 10, 14, 25, 29, 37, 38, 46, 47 and 48.

1.3. The Committee will now deal with action taken on some of
the recommendaations :

Over-estimation of goods traffic and over-capitalisation during Third
Plan Period—Paragraphs 1.20—1.24, 1.28, 1.57 and 6.3 (S. Nos. 1-7,
12 and 51)

14. In their 22nd Report, the Committee had commented on the
over-capitalisation in the Railways during the Third Plan Period
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which arose out of the unrealistic planning for goods traffic. The
Plan outlay of Rs. 1325 crores was on the expectation of increased
traffic reaching a level of 249 million tonnes of originating goods tra-
fic, in the last year of the Plan, namely 1965-66. This meant an in-
crease of 93 million over the originating goods traffic of 156 million
tonnes moved in the last year of the Second Plan. The actual increase
was only 47 million tonnes representing a short-fall of about 50 per
cent in relation to the target. On the other hand, the financial outlay
for the Third Plan turned out to be Rs. 1686 crores representing an
increase of 27 per cent over the investment of Rs. 1,325 crores con-
templated in the Plan. With all this heavy investment, the capital
at charge of the Railways increased from Rs. 1521 crores to Rs. 2680
crores representing an increase of 76 per cent during the Third Plan
Period.

15. In paragraphs 1.20—1.27 and 1.30, the Committee made the
following observations regarding the estimation of traffic by the Rail-
ways: —

“1.20. The Committee are surprised at the explanations given
by the Ministry of Railways (Railway Board). In the
note furnished to the Committee (Para 1.3)  the Ministry
had explzined that ‘production estimates and plans for
expansion are obtained, analysed and used for developing
traffic forecasts’ and that estimates are ‘cross checked
with empirical data of past growth patterns and firm fore-
casts are then developed.” In the course of evidence,
however, the Ministry stated that thev were 'dependent
on the forecasts given by others’ wviz., the Planning Com-
mission and other Ministries. The Planning Commission
was responsible for the overall co-ordination and plan-
ning and it was not necessary on the part of the Railway
Board to dunlicate arrangements ‘for going into details.’
It was, therefore, contended that the Ministry of Railways
were concerned with the task of building rail transport
which they carried out.” ’

“1.21. Apparently, the two statements made by the Ministry
of Railways are at variance with each other. The Rail-
ways have a sizeable establishment for ‘planning’ in the
Railway Board as well as the zonal Headquarters of the
Railways. The Committee are inclined to agree with
the views of the Financial Commissioner that ‘so far as
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the Railways are concerned, they shou'd take the respon-
sibility of projections of traffic target.”

“1.22. From the facts placed before them, the Committee can-
not help feeling that, from the very beginning, planning
in respect of goods traffic was far from realistic. As stated
in the Ministry of Railways’ note (para 1.4), when the
first estimates were prepared in 1960. the production tar-
gets in the major industrial sectors had not taken final
shape and a precise indication about financial outlay was
not available. The final estimates included in the Plan
were, therefore, tentative. In fact the Third Five Year
Plan specifically stated:

‘Furthermore. since the overall estimates of traffic can only
be treated as tentative at this stage, they will be sub-
ject to constant review in the light of the actual trends.”

“1.23. The Committee regret to note that subsequent reviews
as contemplated in the Plan were not made and rail pro-
grammes nol co-ordinated with the production levels
reached in the major industries. The actual materialisa-
tion of traffic from wvear to vear was not kept in view.”

o1
1

24. 1t is not businesslike for a ccmmercial organisation like
the Railways merely to accept the statements ‘assessments
of other Ministries without critically exam'ning the posi-
tion themselves. Even when estimated traffic was not
forthcoming. the Ministrv of Railwavs did not promptly
reduce or revise the programmes merelv because ‘every-
body was confident’ that they would produce the goods.”

“1.27. The Comimittee note that the comparisons of traffic anti-
cipations and actuals made in the note submitied by the
Ministrv of Railways are based on the reviscd estimates
prepared in January, 1962 amd November. 1963, and not
on the estimates prepared for the Conventions Commit-
tee in October, 1960, and for the Third Plan in March,
1961.  As indicated in the Audit Report there was a wide
gap between the actual traffic and that anticipated in Octo-
ber, 1960. Fven in the case of estimates of January, 1962,
the Committee note that, while the increase in traffic
estimated for the first two vears of the Plan over
the traffic moved in the last vear of the Second Plan was
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only 21'9 million tonnes, an increase of 85 % million ton-
nes was anticipated over the next three years. The Com-
mittee are, therefore, forced to conclude that while for-
mulating their Plan the Ministry of Railways did not
pay due regard to the actual trends of traffic. It is re-
grettable that heavy capita] expenditure was incurred in
creating traffic capacity far in excess of the requirements
on the basis of mere hopes and cxpectations. Scarce re-
sources which could have been utilised for more produc-
tive purposes were blocked.”

“1.30. The Committee trust that the Ministry of Railways will
put to better use the existing staff for planning at differ-
ent levels both in the Railway Board and at Headquarters
of Zonal Railways in order to avoid the recurrence of a
similar situation.”

In paragraphs 1.28, 1.57 and 6.3, the Committee made the follow-
ing observations on the part played by the Planning Commission:—

“1.28. The part plaved by the Planning Commussion also calls
for comment. The Commissicn, which was in overall
charge of laving down the targets and for co-ordinating
the efforts of different scctors to achieve the objectives
did not exercise any check on the Railways incurring
heavy capital expenditure without correlating it to traffic
requirements. Even as late as November, 1963, at the
time of the Mid-term appraisal of the Plan, although
it was evident that goods traffic would not come upto ex-
pectations the Ministry of Railways were allowed to carry
out the rail transport programmes.”

“1.57. The Committee cannot but feel unhappy at the manner
in which the estimated target for the movement of general
goods traffic was revised from 87'9 million tonnes, as
envisaged in the original Third Plan estimates (March
1961), to 98 million tonnes in January, 1962. This was
done on the assumption that the traffic which could have
been carried by the Railways in 1960-61 should be assum-
ed to be 87°5 million tonnes instead of the actual 82'5
million tonnes. The Committee consider that the Plan-
ning Commission could and should have exercised the
necessary check to curb the persistent tendency of the
Railway Board to overestimate trafic requirements. The:
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Committee would like the Planning Commission and Gov-
ernment to exercise caution in revising the targets up-
wards so as to avoid the recurrence of such cases of un-
realistic planning which result in over-capitalisation.”

“6.3. The Committee need hardly point out that both the Min-

1.6. In
Railways

istry of Railways and the Planning Commission failed to
take timely measure to curtail the investment programme
in the light of actual traffic offering despite the clear sti-
pulation in the Third Five Year Plan that the estimates
of traffic would be subject to constant review in the light
of actual trends. This underlines the need for reviewing
critically the methodolgy as well as the machinery for
planning in the Railway Board to ensure that investment
in the key sector conforms to the actual trends based on
requirements and that the built-in-machinery for review
and correction of imbalances is put to use without delay.”

their reply dated the 3rd December, 1968, the Ministry of
(Railway Board) have stated:

“The observations of the committee are noted.”

“The Ministry of Railways would, however, venture to reite-

rate the process of planning for rail transport as it has

existed so far and which was operative when the Third
Five Year Plan was developed.”

“Under the present system of planning at the Central level,

“In

final pattern of economic growth to be aimed at, is laid
down by the Planning Commission in consultation with
various Central Ministries. This necessarily assumed an
analysis of the requirements and capabilities of various
sectors of the economy; from these are built up produc-
tion and demand projections for the major industrial and
agricultural products. The Railway plan is derived from
the co-efficients of rail transport for various commatities
in the past, corrected by such specific information, e.g.
movement of iron ore for export, and the movement of

raw materials for the steel plants, as may be available
for the future.”

the above process, the Railway can only exercise a broad
economic judgment on the demand production projections
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made by the Economic Ministries and approved of by the
Planning Commission. Where the Railways can contribute
special knowledge is the actual pattern of growth of rail
traffic in the past. Such empirical data is used to review
the anticipations of rail transport requirements and to
correct them, wherever necessary. Beyond this, the ability
of the Ministry of Railways to reject or reshape the esti-
mates developed by the other Ministries, is somewhat
limited as drastic reductions would be full of rises to the
economy in the event of a shortfall in rail transport capa-
city.”

“Along with the production of data relating to rail transport

“In

patterns in the past, the Ministry of Railways maintain a
close watch on the actual materialisation of traffic. The
targets of trffiac initially adopted are subject to review
s0 as to match its actual growth with the development of
transport capacity. That six such reviews were actually
carried out even for the Third Plan would be clear from
the information supplied to the Committee, and reproduc-
ed at page 89 of the P.A.C. Report.”

so far as the remarks of the Financial Commissioner,
Railways (quoted by the Committee), are concerned, these
were made in the overall context of transport planning as
outlined above; the intention was to accept the responsi-
bility of this Ministry for developing estimates of rail
transport requirements of various commmodities, based on
the demand and production estimates received from the
other Ministries with appropriate corrections, wherever
possible, in the light of the projectlions of the patiern of
past growth.”

“For the future. & closer association of the Ministry of Rail-

wayvs with the planning process as a whole is being e¢n-
surcd. This Ministry is represented in the Working
Groups sel up by the various Ministries in association
with the Planning Commission to develop production and
demand projections for various commodities. The experi-
cnce of the Railways in the past is being brought to bear,
along with that of the other Ministries, in making these
projections; and the f{inancial and technical status of all
new projects is being critically examined before accepting
their contribution as firm for the new Fourth Plan. The



process of review and evaluation has also been tightened
up. Regular meetings are being held with the Planning
Comimission every three months or so, to review the
actual development of rail traffic as against anticipa-
tions, so as to adjust the rail transport plan according tc
requirements from time to time.”

“It is considered that the above two changes in the approach
to rail transport planning will help to make it as realistic
as possible.”

“Further, during the Third Five Year Plan as many as six
reviews were carried out, the details of which have al-
ready been given to the Public Accounts Committee and
reproduced at Annexure ‘A’ at page 8% of the Report. It
is true that the mid-term appraisal indicated a shortfall in
traffic but at that stage it was envisaged that this was a
temporary set back likely to be largely made good in the
later years. The heavy shortfall in the last two years
was a late development and at that stage only limited
steps could be taken to effect economy in expenditure to
the extent possible.”

“The need for improving the planning procedures is accepted.
In the past, planning for additiona] transport capacity was
based on production targets adopted for the various sec-
tors of the economy, converted into rail transport require-
ments. It has now been decided to co-relate traffic pro-
jections more closely with the demand pattern rather than
the production capacities, as done earlier. It has also been
decided to increase the frequency of co-ordination with
the Planning Commission and other Ministries and im-
prove the Railways’ own methods of evaluating transport
requirements. With this end in view quarterly meetings
are now being held with the Planning Commission and
other Ministries concerned, when adjustments in annual
plan targets are made, wherever necessary, in the light of
the latest developments.”

Comments of the Audit

1.7. “The Committee have recommended that Railways as
a commercial organisation, should be responsible for the
planning of Rail transport. While the methodology ex-
plained in the Action Taken Note that the Railway plan
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is evolved from the plans evolved for other sectors of
economy seems unexceptionable, the determination of
precise traffic forecasts and the physical requirements
derived therefrom as well as the subsequent adjustments
in the traffic forecasts and the corresponding physical re-
quirements are more appropriately dealt with by the
Ministry of Railways themselves. Acceptance of this posi-

tion would, perhaps, meet the recommendations of the
Committee.”

Further Comments of the Ministry of Railways (Railway Board)

1.8.

“The new methodology of planning has already been
explained to the Public Accounts Committee. To eluci-
date it further, the planning process falls into two major
parts. The first concerns the formulation of rail traffic
estimates, based on the projections of demand/production
of major commodities received from various Economic
Ministries. The second part consists in translating these
traffic projections into their rail transport equivalents,

and the investment planning needed to achieve these phy-
sical targets.”

“The starting point of the first part of the process is natu-

rally the demand'production estimates made out by other
Ministries. An Inter-Ministerial Working Group will
thereafter review these projections, examine them in the
light of the past indices of rail traffic growth, and arrive
a* rail transport estimates. The Ministry of Roilways is
represented on this Group and wil] naturally exercise
whatever moderation is possible, and considered neces-
sary in the light of the Railways’ own experience.”

“The second part of the process is naturally the responsibility

of the Ministry of Railwayvs, exercised jointly with the
Planning Commission in respect of the overall Plan size

as well as the outlay proposed, and in respect of large,
individual new projects on the Railways.”

“Subsequent adjustments in traffic forecasts, and the corres-

ponding physical requirements, will be made by this
Ministry in consultation with the Planning Commission
and the other Ministries. A review Group has already

been set up for this purpose, and meets at intervals,
under the auspices of the Planning Commissjon.”
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1.8. In their reply dated 20th September, 1968, the Planning
Commission stated: —

“The observations of the Committee are noted.”

l(It

has been decided in consultation with the Railway Board
that a small group in the Planning Commission, with which
the Ministry of Railways, other Ministries concerned and
the Divisions of the Planning Commission will be asso-
ciated, will review periodically (say, every quarter) the
estimates of growth of railway traffic. In making this
review, the Group will take into account the targets of
production of major commodities and past trends in the
production and rail movement of these commodities. In
the past, the traffic targets were reviewed generally at
the time of formulation of annual plans or when specifie
requests were received from the Railway Board for ad-
justments in traffic targets or financia] allocations. It is
expected that an exercise of this nature on a quarterly
basis will help in making suitable adjustments in the in-
vestments in railway programmes.”

1.10. At the instance of the Committee, the Planning Commis-
sion in their reply dated 24.12.1968. furnished the following further
information: —

“A-S

indicated in the Planning Commission O.M. No.
T&C:7(30) 67 dated the 5th October, 1968. it has beem
decided, in consultation with the Railway Board, that a
small group in the Planning Commission. with which the
Ministry of Railwayvs, other concerned Ministries and the
Divisions of the Planning Commission will be associated,
will review periodically (say. every quarter) the esti-
mates of growth of railway traffic. In making this review,
the Group will take into account the targets of produc-
tion of major commodities and past trends in the produc-
tion and rail movement of these commodities. In the
past, the traffic targets were reviewed generally at the
time of the formulation of annual plans or when specific
requests were received from the Railway Board for ad-
justments in traffic targets or financial allocations. It is
expected that an exercise of this nature on a quarterly
basis will help in making suitable adjustments in the in-
vestments in railway programme.”
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4. “Since the beginning of this year three meetings have al-

ready been held in the Planning Commission to consider
rail traffic requirements for 1968-69. The representa-
tives of the concerned Ministries participated in these
meetings and it was possible to review the rail traffic re-
quirements in the light of the trends of production parti-
cularly of major commodities, viz., iron and steel and
their raw materials, coal, iron ore, cement POL, food-
grains and fertilisers, which together account for 65 per
cent of total rail traffic. The trends in other goods were
also reviewed. For the formulation of rail traffic targets
in the new Fourth Plan (1969-74). a Working Group has
been set up in the Ministry of Railways under the chair-
manship of the Chairman, Railway Board, with which the
Planning Commission, the Ministry of Transport & Ship-
ping and other concerned Ministries have been associated.
Under this Working Group, two sub-Groups have been
set up, one to formulate traffic targets for iron and steel
and raw materials, coal and iron ore for export, and the
other for cement, petroleum products, foodgrains, ferti-
lisers and other goods. The Ministry of Railways are also
represented on some of the Working Groups which have
been set up in the other Ministries for determining pro-
duction targets of various major commodities.”

3 “The Third Five Year Plan which was published in August,

—

®Sece page 124-126

1961 provided for a traffic target of 249 million tonnes for
the railways to be achieved by 1965-66. This target in-
cluded 76.8 million tonnes for general goods (excluding
iron ore for export and railways' own materials). As
early as March 1961 itsell. the Railway Board wrote to
the Planning Commission suggesting that the target of
traffic for general goods in the Third Plan should be rais-
ed by 10 million tonnes over and above the level pro-
posed for the Third Plan (vide Railway Board's OM.
No. 61'PL.34(1) dated the 16th March, 1961-—copy en-
closed at Annexure I*). In this letter, the Railway Board
stated that while the actual movement of miscellaneous
traffic expected to be achieved during 1960-61 was 82
million tons (excluding ore for export), a further traffic
to the extent of 5 million tons was a fair estimate of the
miscellaneous traffic generated at the end of the Second
Plan having due regard to the loss of traffic on account of
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the strike in July and the unsatisfied demands. The Rail-
way Board further stated that the total volume: of miscel-
laneous traffic offering as a result of development in
various sectors of the National Plan was, therefore, of
the order of 87 million tons which showed an increase
of about 26 per ccnt over the actual movement of 69 mil-
lion tons at the end of the First Plan. In May 1961, the
Prime Minister forwarded to the Planning Commission
for their consideration, a letter from the Railway Minis-
ter in which the latter stressed the inadequacy of traffic
targets in miscellaneous goods accepted by the Planning
Commission (vide copy of Prime Minister's letter
No. 948-PMH61 dated the 10th May, 1961, enclosed at
Annexure IT*). Subsequently, further rcferences were
made by the Railway Board for additional allocation of
funds for gencral goods traffic in the Third Plan. The
Planning Commission wrote to the Railway Board in July
1961 that there did not seem to be any need for any imme-
diate modifications to be made in the Railway Plan at that
stage with a view to providing for higher estimates ol
traflic at assessed by them. The Railway Board’s atten-
uon was invited to the followir7 statement in the Third
Five Year Plan document:—"Furthermore, since the
overall estimates of traffic can only be treated as tenta-
tive at this stage, they will be subjected to constant re-
view in the light of the actual trends in traffic from year
to year.” The Planning Commission further suggested
to the Railway Board that thev should keep them app-
rised of the trends in general goods traffic and the sec-
tions on which the pressure on account of traffic in these
and other goods was increasing beyond expectations, not
merely from year to year, but on a quarterly basis, so
that the nweasures considered necessary to meet the in-
creases in traffic could be planned in time. (A copy of
Planning Commission U.O. No. T&C|7(19)'60 dated the
29th July, 1961 is enclosed at Annexure I1I%*).”

4. “The Railway Board’s proposa's for enhancement of traffic
targets in general goods was discussed at a meeting held
in the Planning Commission on the 27th January, 1962. At

*See page 126
*%See puge 128
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this meeting, Member (I), Planning Commission, advis-
ed the Railway Board as follows:—

‘Member (Industry) stated that the Planning Commis-
sion had not agreed to provide any additional funds
for this purpose since they would be considering this
matter only next year when a more 4efinite picture
of the industrial production in the country would be
available. Since the railways required Rs. 75 crores
for this purpose, they could specify the details of the
line capacity works that would be necessary for this,
purpose as those were time-consuming processes and
the Planning Commission could consider whether
any additional commitment was to be made in this
regard immediately. As regards rolling stock, since
the delivery period was 12—18 months, the matter
could justifiably be considered next year also espe-
cially when the railways' expenditure on rolling
stock would be considerably less in the last year of
the Plan. Chairman, Railway Board, agreed to pro-
vide the necessary details.

5. “In February 1962, the Railway Board again approached
the Planning Commission reiterating that “as one year
of the Plan is already over and the additional capacity
will have to be created by the beginning of the last year
of the plan for handling the increased traffic target in
that year, it is necessary that an immediate decision is
taken in the matter because if there is any Yelay in the
authorisation to the Railways to proceed with the works
and the procurement of rolling stock, it will not be pos-
sible for the Railways to handle the additional miscel-
laneous goods traffic which they consider would be offer-
ing in the last year of the Plan.” (A copy of the Rail-
way Board’s O.M. No. 61/PL/3/1 (9) dated the 26th Feb-
ruary, 1862 is enclosed at Annexure IV*)”

6. “The Planning Commission examined the matter further
and sent a communication on the subject to the Railway
Board in April, 1962 (vide copy of Planning Commis-
sion U.0. No. T&C|7(24)|61 dated the 6th April 1962
enclosed at Annexure V**). In this note, the Planning

¢See page "0
*¢See pago B3}
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Commission mentioned that they did not receive from
the Ministry of Railways any review in gemeral goods
traffic with reference to the sections on which the pres-
sure on account of such traffic was growing beyond that
it was expected in the Second or the Third Plan. The
Railway Board’s attention was invited to the fact that
the proportion of rail movement to total production in
1960-61 in the case of several commodities was lower
than what had been assumed by the Railway Board in
anticipating railway movement in these commodities for
1965-66, ie. the last year of the Third Plan. The Rail-
way Board were accordingly requested to review their
estimates of general goods traffic. The Planning Com-
mission, however, agreed to the Railway Board proceeding
with the several small line capacity works, such as ex-

tension of loops and additional yard capacities which they
had proposed.”

7. "The Railway Board sent a further detailed memorandum
in June 1962 wherein they stated that “The Railway ad-
ministrations are closely in touch with the users of rail
transport and their judgement in respect of the likely
volume of additiona! transport for which demands exist
has to be accepted. ... . ... There is ample justification
for increasing the provision of rail transport for com-
modities which are ccvered by the general term of ‘mis-
cellaneous goods' traffic in the Third Five Year Plan and
unless this is done immediately, the complaints regarding
lack of transport, both for industries and trade, will in-
crease in volume and the resultant situation will affec
the implementation of the Th'rd Five Year Plan” (A
copy of Railway Board's O.M. No. 61/PL!3|1(9) dated the
19th June, 1962 is enclosed at Annexure VI®).”

‘8. “The traffic targets in general goods were reviewed in the
Planning Commission in August 1963 having regard to
the information then available regarding the likelv pro-
duction of major commodities, viz., foodgrains, jute, tea,
paper, cotton, oilseeds, sugar-cane, salt, fertilisers and
mineral oils etc., and the proportions of total production
of these commodities likely to move by rail. It was felt

“Sce page 137
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that the total traffic in general ,vods by the end of the
Third Plan was likely to be somewhat more than what
was provided in the Plan even though it might not be of
the same order as suggested by the Railway Board. Hav-
ing regard to the results of this review and the persistent
demands of the Railways, it was agreed to increase the
target in general goods traffic ny 10 1nillion tonnes. It
may be mentioned that the traffic in general goods in
1965-66, i.e. the last year of the Third Plan, reached
a figure of 78.1 million tonnes, which was somewnat
higher than the traffic target of 76.7 million tonnes ori-
ginally provided in the Third Plan. In 1966-67, the gene-
ral goods traffic further increased to 80 million tonnes.
However, the traffic increase did not materialise to the
extent anticipated in August, 1963 largely owing to de-
claration in the growth «of the economy in subsequent
years.”

9 It may be mentioned at the outset that the traffic targets
for the annual plans are initially formu'ated by the Rail-
way Board based on the information obtained from the
Ministries concerned. The annual traffic targets are
reviewed in the Planning Commission at the time of
consideration of the annual Plans. During the current
vear, however, a small inter-Ministerial groups has heen
formed to review the traffic tragets on a quarterly bhasis
under the auspices of the Planning Commission. The
Railway Board formulate the annual traffic largets be-
fore the presentation of the Railway Budget in the light
ot whatever information is then available from the con-
cerned Ministries regarding the production programmes
and demand projections for major individual commodi-
ties. The information available on production targets at
the time of initial formulation of traffic tragets is quite
often not complete; nor is it available in sufficient detail.
Further, at times there is variation between production
which actually materialises during a year compared with
the production and demand targets indicated to the Rail-
way Board initially. These factors account for the varia-
tions between traffic targets formulated at the beginning
of the year and actual traffic realisation.”

10. “The following table indicates the estimates of goods
traffic on the Railways for the year 1966-67, 1967-68 and
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1968-69—the actuals for 1966-67 and the revised estimates
for 1967-68 and 1968-69:

Freight traffic on the Railways

(Million tonnes)
1966-67 1967-68 1968-69
Estimate  Actuals Original Revised  Original Revised

estimate  estimate  estirnate  estimate
(Jan. 63)* (Aug. 68)

1 2 3 4 1 6 7
1. Coal
" a) Steel plants 13:0 12-1 12°3 12:0 12-7 12°6
Eb) Railways . 18- 3 19-5 19-§ 18-9 191 18-3
¢) Other users 377 342 367 35°S 38-4 363
(d) Total . 69-C 65-8 63-5 66-4 70°2 67°4

2. Sree] Plants

a) Raw materials 18-7 16-5 16-§ 17°3 17-7 171
&) finished products 6-8 6-3 63 6-4 66 6-6
¢) total . 25°5 22-8 230 237 243 337
3. Iron ore for export 72 6-3 8-3 6-7 9-5 9:0
4. Cement 99 89 9:6 93 9-8 97
5. Railways’ own ma-
terials

(excluding coal) 207 179 17°9 159 163 15°4
6. All other goods 82-9 799 82:9 76 4 79-§ 78-9
7. ToTAL . 2152 2016 210°2 198- 4 209-6 204°%

*< With reference to the figures of estimates of traffic, the Audit has remarked that these
figures are somewhat different from those used by the Railways for calculating goods ear-
nings for the relevant vears. It has been explained by the Railway Board that the difference
in figures is due to the fact that at the time the calculation of earnings is made, figures
of actual 1raffic orginating during the previous yvear are not available. he total estimated
traffic for the Budeet vear and the goods earnings are, therefore, based on the revised esti-
mates of the previous year, plus the additional traffic anticipated during the Budget Year.
Moreover, since the Budget papers are got ready some time in January every vear, addi-
tional traffic anticipations are made on wharever data are available at that time and are
subject 1o change liter when more firm indications of trafic become available. The es-
timares for the various vears indicated in the table above, on the other hand, take into
account all additional information which necomes availahle subsequent (o the presentation
of Railway Budget including the previous year and hence the difference in the figures ™.

“It will be noticed that there have been shortfa’ls in traffic
both in 1966-67 and 1967-68. The shortfall in traffic 1966-67
was considered due mainly to the fact that production of
steel, coal and cement did not come to the exepected
leve's. Due to the slackening of works on several rail-
way projects. the movement of railway materials also
went down. The decline in general goods traffic also
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reflected the recessionary trends in certain industrial sec-
tors. During 1967-68 also, the dec'ine in goods traffic has
ben considered to be due to recessionary trends in the
economy. In 1968-69 also, the estimate of traffic as revised
in August, 1968 indicates a lower level of likely realisation
than anticipated in January 1968. At the meeting of the.
Group which has been set up to review the estimates of
railway traffic, he'd in the Planning Commission on
12-8-1968, it was indicated on behalf of the Railway Board
that the trends in actual traffic during 1968-69 would be
kept in view in formulating investment requirements for
the next year.”

11. “As stated earlier, for the formulation of rail traffic targets
in the new Fourth P 'an, a Working Group has been set up
in the Ministry 'of Railways with which the Planning
Commission, the Ministry of Transport & Shipping and
other concerned Ministries are associated. The Working
Group has already held a few meetings and the report of
the Grous is expected to be finalised shortly. Railways
are also represented on some of Working Groups which
have been set up in the other Ministries for determining
production targets of various major commodities.”

12. “In regard to the question as to how the Planning Com-
mission wou d ensure that excessive investment does not
take place on increasing rail capacity, it may be stated
that it is initially for the Railway Board to fully establish
the justification for new works for increasing rail capacity
before these are included in the Plan and to ensure that
their phasing is coordinated with the requirements of
traffic. It may be added that the Railway Board have
set up a special Economic Cell for conducting economic
analysis on matters concerning railway traffic forecasts
and investment plans in consultation with other Minis-
tries and agencies, as may be required for coordina-
tion between Railways and other modes of trans-
port, in the framework of traffic growth in the
country. A mention about the Cell has been made
in the report of the Railway Board for 1966-67
(Vol. 1, page 5). The Planning Commission, however,
attempts to bring about coordination between traffic fore-
casts and production targets which are approved for inclu-
sion in the Plan. The Planning Commission also reviews
the broad economic justification for major programmes.
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and projects such as projects for construction of new rail-
way lines. Both at the time of the formulation of the
Five Year Plans and annual Plans, the Planning Commis-
sion attempts to ensure that investment proposed by the

Ministry of Railways is in accordance with the anticipated
growth of traffic.”

1.11. The Committee cannot resist the impression that the Rail-
ways persistently over-estimate traffic requirements while planning
for rail capacity. An illustration of this is available in the manner
in which the estimates for general goods traffic were framed for
the Third Plan. The target for general goods fixed in the Third
Five Year Plan as published in August, 1961 was 76.8 million tonnes,
out of 249 million tonnes of originating goods traffic anticipated in
the last year of the Plan. This target was fixed when the develop-
ment programmes for certain important industries had “not yet ail
been worked out in detail” However, after this target was fixed,
the Railways initiated and systematically built up pressure on the
Planning Commission for its enhancement by 10 million tonmnes,
which was ultimately agreed to. It is significant that this revision
of targets was not based on a review of the trends in general goods
traffic repeatedly suggested by the Planning Commission to the Rail-
ways. The Railways themselves had in fact stated that “there are
no statistics in the accepted sense of the term which are compiled
or can be compiled as a regular measure to reflect the actual demands
for transport of miscellaneous goods traffic from and to different
areas.” It is also significant that this upward revision of target
occurred despite the fact, specifically brought to the notice of the
Railways, that the proportion of rail movement to total production
was going down. The actual general goods traffic that materialis-
ed against the target of 868 million tonnes, was only 78.1 million
tonnes, while, in respect of the total goods traffic, against an anti-
cipation of 249 million tonnes, to which the entire planning was
geared, the traffic moved was only 203 million tonnes,

112, The Committee are emphatically of the view that plamning
for rail capacity should be done on a more realistic basis, so
that scarce resources, which could be deployed for more pro-
ductive purposes, do not get unnecessarily blocked. The Committes
note that the Railways themselves have accepted “the need for
improving planning procedures” and the responsibility for emsuring
“whatever moderation is possible” in framing rail transpert esti-
mates and are tightening up the process of review and evaluation
of production and demand projections for various commedities.
The Committee would like the Planning Commission and Govern-
ment to ensure that while draw up the Fourth Plan planning fer
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rail capacity is done on a more realistic basis and the persisteat
tendency to over-estimate traffic requirements and push up invest-
ment is firmly curbed. In particular, the Committee would like the
Planning Commission and Government to take mote of the signi-
ficant trend the world over for goods to move increasingly by
road. This vital development should be kept constantly in view
in estimating the share of total traffic to be moved by rail and road
and in determining the allocation of scarce plan resources for their

respective development.
Traffic for Coal, Paragraphs 1.43 and 1.44 (S. No. 8, 9 and 10).

1.13. The traffic estimate for movement of coal in the Third Plan
was envisaged as 91.4 million tonnes and it was reduced to 89.0 mil-
lion tonnes in the mid-term appraisal (November, 63). The actual
traffic was only 66.7 million tonnes. The Committee made the fol-

lowing observations in para 1.44.

“In this connection the Committee would also invite reference
to the recommendations of the Estimates Committee made
in para 56 of their Thirty-Third Report (Third Lok Sabha).

‘The Committee observe that although the year-wise targets
of coal production as worked out by the Working Group
in its Second Report have been agreed to by the Rail-
ways and they are broadly committed to move the quan-
tity indicated therein, the fieldwise target of production
and directionwise movement thereof during each of the
remaining three years of the Third Five Year Plan, have
still not been furnished to them by the Ministry of
Mines and Fuel. It is unfortunate that the lessons of
the Second Plan when production was deliberately step-
ped up regardless of the fact that corresponding trans-
port facilities were not available, have yet to be learnt.

Now that a coal production target of 98.3 million tonnes has
been agreed to by all concerned, the Committee would
stress upon the Ministry of Mines and Fuel the need to
work out the fieldwise targets of production and direc-
tionwise movement thereof for each of the remaining
three years of the Third Five Year Plan so that the Min-
istry of Railways get timely notice to gear up their trans-
port arrangements to meet in full the requirements.’

“In reply (page 23 of Eighty-eighth Report of Estimates Com-
mittee, Third Lok Sabha) the then Ministry of Mines and
Fue] stated that the direction-wise transport requirements



9

for movement of Coal during the final year ox he Plan had
been furnished but information for the intervening years
could not be made available as the sponsoring authorities
were not able to furnish detailed destination-wise require-
ments from year to year. It has been added—

‘For the purpose of future planning, however, it has been
decided that the Coal Controller will organise, on a con-
tinuing basis, the collection of factual information in re-
gard to direction-wise requirements, so that a realistic
assessment of direction-wise movement of coal can be
made from year to year.’

The Committee would like to be informed as to whether the
above procedure is since being strictly followed by the
Coal Controller and whether the Railways take into ac-
count in planning for Coal traffic the direction-wise trans-
port requirements.”

1.14. In their reply dated the 19th September, 1968, the Ministry
of Railways have stated:

“In regard to the Third Plan, the Working Group on Coa! Pro-
duction & Transport, under the Ministry of Steel, Mines
& Fuel (Department of Mines & Fuel) had developed de-
tailed rail transport requirements for the movement of
coal for all the major routes on the Railways. The detail-
ed requirements of wagons in different fields for different
destinational routes were given.”

“For the old Fourth Plan ending in 1970-71, the Ministry of
Steel, Mines & Metals furnished information concerning
anticipated field-wise production of coal and its consump-
tion requirements for each of the major industries. The
rail movement pattern, on the lines of that developed for
the Third Plan, was, however, not indicated in detail.”

“For the present Fourth Plan (1969-70 to 1973-74) the Minis-
try of Mines & Metals has been requested to furnish a
direction-wise breakdown of the rail transport require-
ments. This is awaited and the Ministry of Mines &
Metals is being reminded to expedite supply of the infor-
mation. The rail transport capacity will be determined
on receipt of this information, as desired by the Estimates
Committee and the Public Accounts Committee. It is pro-
posed to keep the information under constant review in
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consultation with the Ministry of Mines & Metals and the
Planning Commission to modify the rail transport plan
from time to time to the extent necessary.”

1.15. In the reply dated the 9th October, 1968, the Department of
Mines and Metals have stated:—

“The factual information in regard to direction-wise require-
ments was duly collected and a realistic assessment of
direction-wise movement of coal was furnished to the
Railways for 1964-65 and 1965-66.”

“The transport requirements from each coal field to various
categories of coal consumers during each half year of
1967-68 and 1968-69 were worked out and furnjshed to the
Railways. In respect of all the major consumers, the de-
tails related to the individual consuming units while in res-
pect of small consumers, the information was given state-
wise. The transport requirements for the new Fourth Plan
starting on 1st April, 1969 will be worked out after the re-
port of the Planning Group on coal is finalised.”

“One important development which has taken place recently
is the removal of control over the distribution of coal
(other than coking coal required for the meta’lurgical in-
dustries) with effect from 24th July, 1967. After decontro!
the Coa] Controller no longer draws up programmes of
the non-coking coal consumers. Hence, the collect-
tion of factual information on a continuing basis may
not be easy. The forecasts of transport requirements have
to be based on the estimated demands for coal is assessed
by the Planning Group on coal. The Coal Controller is,
however, taking steps to collect as much statistical infor-
mation as possible with the available staff and facilities
and such information will be made use of in making the
estimates and in reviewing them periodically.”

1.16. The Committee note that with the removal of control over
distribution of coal (other than coaking coal required for metalurgi-
cal industries) with effect from 24th July, 1967, the Coal Controller
with no longer be in a position to furnish a detailed programme of
rail transpert requirements for non-coking consumers. This, coupled
with the experience in the Third Plan Period where there was a
shortfall in traffic of 24.7 million tonnes against the Plan estimates
of 914 milllon tonnes, suggested the need for extreme circum-
spection in planning for movement of coal trafic. The Committee
would also suggest that, by way of abundant caution, projectien
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of traffic assumed in planning for extra capacity during the Fourth.
Plan should be subject to careful annual review in the light of
empirical data.

1.17. The Committee had asked the Department of Mines & Metals
to furnish the following data, conjointly with the Railways to help
them assess how the planning for coal traffic was done during the-
Third Plan:—

1. (a) Estimates of coal required in the Third Plan particular-

ly for Railways, Steel Plants and others (c.f. Table at pages
5-6 of 22nd Report) (Fourth Lok Sabha).

Estimates may be given for the following stages:

(i) As mentioned in the Third Plan.

(ii) As mentioned in the First Report of the Working Greup
on Coal Production and Transport (April, 1962).

(iii) As mentioned in the Second Report of the Working
Group on Coal Production and Transport (August, 1962).

(iv) As mentioned in the Third Plan Mid-term Appraisal.

(v) As appraised subsequently from time to time.

(b) The estimates of coal to be mroved by rail at each of the
stages mentioned above.

Copies of correspondence exchanged between the Planning
Commission and the Railways, where estimates of coal to
be moved by rail were revised, at each stage may be fur-
nished.

(c) The actual movement of coal by rail for cach vear of the
Third Plan.

2. (a) The estinvated requirements of coal for Railways, Steel
Plants and others for 1966-67, 1967-68 and 1968-69.

(b) The quantity of coal which was estimated to be moved by
rail for each of these years.

(c) The actual movement of coal by rail for each of these
years.

(d) The reasons for variations between the estimated and uc-
tuals in respect of coal moved by rail.

(e) What measures have been taken since 1966 to draw up
realistic estimates of coal requirements and movement by
rail in the light of experience gained in the Third Plan.
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‘3. (a) What precise progress has been made in drawing up
estimates of requirements of coal for Railways, Steel Plants
and others and for its estimated rail movement during each
year of the new Fourth Five Year Plan.

(b) The precise progress made by Government in working out
field-wise targets of production and direction-wise move-
ment of coal for each year of the new Fourth Plan.

1.18. The information which was called for on October, 1968 is
still awaited.

1.19. The Committee regret that the Department of Mines &
Metals have still not furnished the information called for. They
would like to emphasise the necessity to have the requisite data
speedily collected and reviewed. Based on such a review it may
be examined whether the estimates of coal traffic drawn up for the
Fourth Plan would need revision. The Committee would like
particularly to stress that the estimates should be built up, on
realistic field-wise targets for production and for direction-wise

movements of coal
Traffic for Steel Plants—Paragraph 150 (S. No. 11)

1.20. In para 1.46 and 1.47 of the Report, the Committee had taken
note of the shortfall in traffic for Stee! Plants during the Third Plan
period. The Shortfall was 10.8 million tonnes in relation to the Plan
estimate of 34.5 million tonnes to be achieved in the last year of the
Plan. Commenting on this position. the Committee had made the

following observations:—

“1.50. The Committee regret that Government have not fur-
nished the requisite information despite a reminder. The
Committee are surprised that the Department of Iron and
Steel have not been able to indicate any basis for the yard-
stick adopted by them to determine the traffic of raw
materials and the finished products of Steel Plants requir-
ed to be moved by the Railways during the Third Plan
period. It appears that Government did not pay close
attention to this vital matter while fixing initially or revis-
ing upward the targets for the movement of traffic by rail
for the Steel Plants during the Plan period. The Com-
mittee suggest that Government should from now on re-
view carefully yard-sticks for the movement of raw mate-
rials and finished products by rail in the light of the cx-
perience gathered in this behalf during the last ten years
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so as to have realistic targets and avoid a shortfall to the
extent of more than 33 per cent which occurred due to
unrealistic planning in Third Plan.”

1.21 In their reply dated 21st September, 1968, the Department
of Mines & Metals furnished the following information:

(1)

(2)

(3)

4

“A statement containing information in respect of quanti-
ties of raw materials and finished products for steel Plants
moved by rail during the Second Five Year Plan and
Third Five Year Plan is enclosed” (Appendix I).

“By the end of Second Five Year Plan, all the units of the
one Million tonnes Steel Plant at Bhilai, Rourkela and
Durgapur had not been commissioned. The Plants went
into operation fully during the Third Plan period. The
requirement of the raw materials during the Third Five
Year Plan was assessed in April, 1959 on the basis that
about 2.9 tonnes of raw materials (other than cca’) would
be required for every tonne of steel. Subsequently the co-
ordination Committee on Expansion of the Steel Plants of
Public Sector in June, 1960 revised the requirements of the
raw materials. The requirement then re-assessed for the
three steel plants worked out to an average of 2.76 tonnes
of raw materia’s cxcluding coal for one tonne of steel
The recommendation of the Co-ordination Committee was
subsequently discussed at an inter-M'nisterial meeting con-
sisting of representatives of Department of Iron and Steel,
Ministry of Commerce, Planning Commission, Ministry of
Irrigation and Power, Ministry of Railways and Ministry
of Finance, held in October, 1960. The Committee had
observed that the sources of raw materials had changed
some what resulting in longer leads, particularly of lime-
stone, dolomite and manganese ore. These had resulted
in higher requirements of wagons.”

“The information is contained in the statemtent attached
and which is referred to in reply to (1) above. The ave-
rage of the ratio worked out in the statements for the three
steel plants compares fairly satisfactorily with the ratio
of 2.76 worked out on the basis of requirement of raw
materia’s assessed by the Co-ordination Committee for
Steel Plants referred to above.”

“A tentative estimate of requirements of raw materials for
Fourth Plan has been worked out on the basis of the as-
sessment made in the Project Report for expanded plants.
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The experience gained by Hindustan Steel Ltd., during the
past years has also been taken into account in assessing
the requirements. This assessment will be further review-
ed’”

(5) “The comparative figures of raw materia's actually moved
during the years 1966-67 and 1967-68 have also been given
in the statement attached.”

(6) “The experience gained during the past years will be taken
into account while finalising the requirement for Fourth
Plan and the yard-stick will also be modified suitably.”.

“The observation made by the Committee has been noted. The
past experience will be taken into account and a more rea-
listic yard-stick will be evolved to form the basis for as-
sessment of target of the requirement of raw materials for
the Fourth Plan.”

1.22. In a further reply dated 30th November, 1963. the following
further information was furnished:

“It may be clarified here that no yard-stick for cpnsumption
of raw materials was ever laid down or assumed. The
average of 2.76 tonnes of raw materials excluding coal for
one tonne of steel intimated in reply to para 1.49(2) of the
Public Accounts Committee Report is the ratio that was
arrived at on the basis of the total assessment of require-
ment of raw material mzde by Coordination Committee for
the three steel plants at Durgapur, Rourkela and Bhilai.
Total requirements of raw materials for steel production
were estimated and this as related to steel production gave
the ‘Ratio’ of 2.76 indicated above. Therefore, it is not as
if, the requirement of raw materials were worked out or
revised on the basis of a yard-stick.”

“The requirement of raw materials estimated by the Coordina-
tion Committee was not revised at the Inter-Ministerial
meeting. As intimated in reply to para 1.49(2), it was
observed in the meeting that the sources of raw materials
bad also changed somewhat resulting in longer leads, par-
ticularly for limestone, dolomite and manganese ore.”

“The basis now adopted in calculating the requirement of raw
material, is the norms of consumption of raw materlals
that goes into the production process. The norm would
depend upon the following factors: —

(a) Quality of raw materials—Chemical and Physical.
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{(b) Changes m technological process like say
(i) Use of super self fluxed sinter in the Blast Furnace
Iron Making Process.
(ii) Intensive use of oxygen in open Hearth Steel Making
Process.

(¢) Growth of operating skill.”

“Raw Material requirement also depends on Base Production
targets like Hot Metal and Ingot steel. These are normally
fixed based on Technical capacity of the shops vis-a-vis
Demand forecast, for the saleable products.”

“On the basis of the estimates in the detailed project reports
for the three expanded plants and the estimates for the
sixth blast furnace at Bhilai, the total requirement of raw
materials other than coal over the 4th Plan period would
be 77 million tonnes.”

“The experience of the past years has proved that detailed
assessment of each and every raw material should be
made year-wise for each plant based on the following
factors: —

1. Fixation of targets for Hot Metal and ingot steel allow-
ing for demand forecast for products and technical Eimi-
tations of the plant.

2. Adoption of realistic consumption rates ¢f major raw
materials—giving due consideration for quality and
technological improvement in the process; and

3. Total raw material requirement should not be assessed on
the basis of a single overa!l ratio or yard-stick as related
to saleable production.

On the basis of the above, the raw material requirements other
than coal as estimated at this stage would be roughly 83
million tonnes.”

1.23. The Committee cannot help feeling that the traffic for Steel
Plants estimated as 34.5 million tonnes in the last year of the Third
Plan was not based on any precise assessment of raw materials for
the plants to be moved by rail. As pointed out in para 1.48 of their
22nd Report, the estimate was apparently based on a formula which
assessed that 3 to 3.2 tonnes of raw materials would be required
per tonne of finished product. However, the information furnished
to the Committee does not show on what basis this formuls was
wotked out. The average raw material requirement as worked out
in the project reports of the Steel Plants, prepared by the Collabora-
tors was 2.53 tonnes per tonne of finished product. A Coordination
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Committee for expansion of Steel Plants had assessed the
requirements of raw materials for the Plants in June, 1960 and,
on the basis of their calculations, the formula worked out was that
2.76 tonnes of raw materials would be needed per tonne of finished
product. At an Inter-Ministerial meeting held subsequently in
October, 1960, it was pointed out that the leads required for raw
materials would be longer, but the papers relating to the meeting
which have been furnished to the Committee do not show that any
formula as such was worked out. The Committee are, therefore,
unable to understand on what basis the traffic was assessed as 34.5
million tonnes, including 26.1 million tonnes on account of raw
materials. The actual traffic that materialised was 10.8 million
tonnes less.

The above resume clearly indicates that Government did not
earefully assess the requirements for the movement of raw materials
by rail for steel plants either on the basis of their past experience
or on the basis of fizures estimated by the foreign collaborators but
fixed them arbitrarily at 3 to 3.2 tonnes of raw materials for one
tonne of finished steel. This resulted not only in creating rail-
capacity far in excess of requirements but also in burdening the
Railways with heavy capital investment on which a fixed dividend
has to be paid to the general exchequer and diverting scarce re-
sources which could have been better utilised in building roads or
etherwise.

1.24. The Committee would like Government to draw benefit
from this costly experience and ensure that in future the require-
ments for the moevement of raw materials for stee] plants are realis-
tically worked out on the basis of experience gathered during the
Jast decade.

Construction of new lines and retention of unremunerative lines -
paragraphs 2.10 and 4.24 (S. Nos. 14 and 38

1.25. Referring to 9 new lines constructed during the Third Plan
period which are not expected to become remunerative even by the
11th year of their construction, the Committee made the following
observations in para 2.10:

“In this connection the Committee would like to invite the
attention of the Ministry of Railways to the following
observations made by the Committee on Transport Policy
and Co-ordination in January, 1966 on which the Chaxr-

man of the Railway Board was represented:
..there are several instances of decisions on new railway

lines being taken on considerations other than commer-
cial, such as, administrative need or general regional
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development. It is necessary to reconsider the approach
to be followed in the construction of new railway lines
in future. We are of the view that, generally, the Rail-
way should provide for only those lines which are
expected to yicld, over a period of time, normal return
on the investment involved in their construction. The
lines which are expected to be unremunerative even
after a few years of their opening should be taken up
only in exceptional circumstances and in all such cases
provision should be made to compensate the Railways
for the losses involved.”

“The Committee endorse the above recommendations made
by the Committee on Transport Policy and Co-ordination
and suggest that the Railways should not provide for any
new lines unless it 1s expected to vield over a period of
time a normal return on the investment inveived in its
construction.  Where, in exceptional circumstances, the
construction of an unremunerative line has to he taken
up by the Railwavs there should be specific prevision for
compensating the Raillways against Jusses by whosoever
sponsor the proposal, so that the general user of the Rail-
wavs s not burdened with  avoidable surcharge which
results from such unremunerative capitalisation.”

1.26. In regard to 71 already existing uneconomic branch lines.
the Committee made the following observations in para 4.24:

“The Committee avree that the sound princivie of providing
transport at the lowest cost and to the maximum advan-
tage of the economy should outweigh all other considera-
tions in deciding upon the retention of unremunerative
lines. In view of the growing difficult finuncial position
of the Railways it ix desirable that an early decision should
be taken about the operation of those lines on which the
Railwayvs have been persistently losing heavily. The Com-
mittee also consider that in the case of marginal lines the
Railwayvs should intensify their efforts to attract more
traffic so that these can be made to pay the'r way.”

1.27. In their reply. the Ministry of Railwavs have stated:
Paragraph 2.10:

“The observations of the Committee are noted.”

“The Ministry of Railway would, however, like to clarify that,
except in the case of strategic lines required for defence
purposes, the construction of new lines is ordinarily under-
taken only if their financial liability is accepted. Where

any non-strategic line which is not expected to be finan-
3152¢an)LS--3.
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cially remunerative is nevertheless to be taken up on other
important considerations, the liability is taken io be that
of the Railways in terms of the arrangement. decided
upon at the time of the 1949 Convention (which arrange-

ment is still continuing.)” .

“The question whether the resultant loss should not be passed

on to the sponsoring authorities will be reconsidered at
the time of the next review of the Separation Convention.”

Paragraph 4.24:

“As

already stated in the note submitted to the Public
Accounts Committee, out of the forty unremunerative
branch lines reviewed. it was found in respert of fourteen
that road transport could without difficulty and without
detriment to the economy of the area replinc: rail trans-
port. The concerned State Governments were, therefore,
requested to confirm that there would be no difficulty in
making arrangement; for such additions to road trans-
port as might be necessary to fill the gap in read transport
capacity likely to be created by the closure of  those
branch lines.”

“Replies have so far been received from the State Governments

n respect of ten lines ax men tumnd holuv

Name of branch I\mme of H(‘a(llon of the
lines. State State Governments
T Madhosingh Mirzapur Ghar Urtar Pr: Au.h Noatagres nl» .\\Iha doreoi 1e

e

(2r; Mathura-

Vrindaban

(a5} Akovarpur-Tania
7t} Barhan-Etah

(vy Gwalior

Shivpur: . Madhva Pradesh Agrceahle 1o tne closure of the
Iie sulyect to the Raillway
prowiding funds for a improve-
ment of the Gwalior-Shivpuri
~ection of the Natonal idigh-

. . wav  No. 3.

{11} Mettupalai— Madras Not agreeable to the closure of
_ Yam-Ootacamund the hine,

(vii} Peralam— Pondicherre Not agresable to the closure of
_ Karaikkal the line.

{(vr1) Rohtak-Grohana . Haryana Not agrecable 1o the closure  of
] the line.

(ix; Batala-Quadian . Punjab Not agreeable to the closure of
o the line.

{x} Bhagalpur— Bihar Not agreeable to the closure of

Mandar Hill the inc‘

“Replies fro m the £ llowing Sta(c (ru\crrn‘c ‘t are still aw 'ntul —_—

Name of State Name of br.m(.h lmL.

Madras . . . . . Mayurnm—'l rauquchnr

Punjab

Mysore '. '. .. . ‘fv; Bangalore-Bangarpaded (NG)."

‘1) Nidamangalam- Mannargudi
(it1) Nawa Shahr-Duoba Rahon.
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“The Committee will appreciate that the review of unremu-
nerative lines had to be continuing affair and that in con-
sidering the closure of any line regional and po itical
sentiments, and the deep rooted conviction that rail trans-
port is necessary for the development of under-developed
areas have to be reckoned with.”

“The recommendaiion of the Committee that in the case of
marginal lines railways should intensify their efforts to
attract more traflic so that those lines can be made to pay
their way, hus been accepted and instructions have been
issuedd to the railways to keep a close watch on the work-
ing of the marginal bines and te take steps for aitracting
more traffic and to reduce the working expenses.”

1.28. The Commitice note that the question whether the loss on
the working of new lines shoitld not be pas-ed on to the sponsoring
authorities is proposed (o be considered at the thne ol the pext
review of the Separation Convention. Now that the Radway Co.-
vention Committee (1968) has been avnointed. the Committee hope
that this matter will be placed beforve them.

1.29. The Committee ai-o note (hat some o’ the State Govern-
menis are not acrceable !o the closure of cortain branch lines on
which the Railwavs have bheen consistently losing. Aceording to
the Railways own estimate,  the total acoual loss on  unccormmie
branch lines works ovt to Rs. 6.69 creres. The Committer recom-
~ures, if nay,

mend that Ratlwero hanld examine what off vtive mes
could he takew (e veduce e Yoises on the.e lines by introducing
optimum number of services, speeding up of trains, ensuring safe
handling of goods ud b+ goneral, improving customer’s <atisfaction.
Where rail development justifies it. the question of conversion. of
these existing narrow gauge lines into metre gaugelbroad guage
lines in the interest of reducing the losses mray also be considered.

The Committee sugygesi that. in 3 case where a State Governinent
s not agrecable 1o the closure of unsemunerative Fines. the question
of passing the losses on to 1the roncerued Government should be
considered. The Cummitter suggest that this matter mav also be
placed before the Railway Conveation Committee (1968) for their
consideration.

Wagons ~Parc 3.15 (8. No. 23)

1.30. The Third Plan provided for the procaremen. or 1170414
wagons to create an additional capacity of 98 million tonnes (1o tuke
the total capacity to 219 million tonnes trom 136 millios tonics
the last year of the Second Plan). The average number of wagons
for an additiona) capacity of 1 million tonnes was thus 1260, The
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actual procurement was stated as 1,25480 wagons (after wiping out
the throw forward of 19,309 wagons from Second Plan). that is
8,336, wagons more than the number required for a capacity of 249
million tonnes. The actual capacity available at the end. of the
Third Plan should thus have been about 255 million tonnes in terms
of wagons.

131. The Committee made the following observations in para 3.15:

“The Committee are disturbed to find that although the Rail-
ways procured 8.336 wagons more than the number pro-
vided in the plan to create a capacity of 249 million
tonnes. the actual capacity generated at the end of the
plan period in terms of wagons was stated to be only 223
million tonnes ie. 24 million tonnes less than that anti-
cipated. This shows that either the assessment of capa-
city at the end of the plan is incorrect or the estimation
of physical requirements to achieve the envisaged Third
Plan target of rail capacity was defective. As for the plea
regarding the turn-round of wagons. the Cummiitee find
that the Third Plan envisaged that the turn-round of
wagons would come down to 9.5 davs for B.GG. wagons and
6.5 days for M.G. wagons. From the statistics published
in the Railway Board's Annual Reports. it is, however,
seen that the turnround (i.e. intervening period hetween

two 'oadings) had actually increased. The figures are as
follows; —
B.G. M.G.
1960-61 11.2 davs 7.2 days
1965-66 11.8 days 2.4 days

The average of lead of traffic (the distance over which the
wagons move) in these two vears was as follows:—

B.G:. M.G.
1960-61 572 Kms. 316 Kms.
1965-66 556 Kms. 365 Kms.”

“Thus, on Broad Gauge (which accounts for 80 per cent of
the originating goods traffic) the turn-round of wagons
had increased despite the reduction in the average lead of
traffic.”

“Apparently, the turn-round of wagons has increased because
of an increase in their number. Being surplus to require-
ments a large number of wagons are lying idle or are
under-used and the interventing period between two load-
ings has increased. The Committee desire that the Minis-
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try of Railways should make a reappraisal of their wagon
requirements in the light of these facts.”

1.32. In their reply dated 25-9-1968, the Ministry of Railways have
stated:

“The observations of the Committec are noted.”

“It is, however, submitted that when the Third Five-Year Plan
was prepared in the beginning of 1961, detailed 'mformg-
tion concerning the direction-wise movement and distri-
tion of coal was not available. This information was not
supplied by the Ministry of Steel, Mines & Fuel (Depart-
ment of Mines & Fuel) till the end of January, 1962, after
the Plan had been finalised. The estimate of wagon re-
quirements for the initial target of 248.9 million tonnes
thus sufTered irom want of this vital information. In re-
gard to the iron ore traflic programme, similar uncertain-
ties existed. The totsl wagon acquisition planned at that
time was 117,144 of which 90,447 was on additional ac-
count. The rail transport crisis of 1960-61, which had its
maximum impact on the movement of coal, underlined
the necessity for a complete review of the assumptions on
which rail transport capacity had been planned. The
Coal Transport Study Team of the World Bank which had
gone into the Coal transport problem in detail. came to the
conclusion that there was a heavy shortage of locomotives
and wagons throughout the First and Second Pians. The
Third Plan had to make sufficient provision for these.”

“These factors were duly taken into account at the time of the
Mid-term Appraisal of the Third Plan in November, 1963.
For the revised traffic target of 245 million tonnes. there-
fore. the total requirement of wagons was re-assessed at
157,227, of which 136288 were on additional account.”

“Against the revised estimates mentioned above, the actual
procurement of wagons was only 144,789 including 116,410
on additional account. In other words the effective pro-
curement on additional account was 19,873 wagons less
than the anticipated requirement against 245 million
tonnes of traffic.”

“It may be added that the entire 144,789 wagons were not
available for use during the final year of the Third Plan
as many as, 7,300 being added only in the last quarter of
the last year of the Third Plan period. The eifective avail-

ability, except in the last quarter of that vear, was thus
around 137,000 wagons.”
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“It was on account of all these factors that a peak "evel capa-
city of 225 million tonnes (in terms of wapgons holdings)
was est‘mated to have existed at the end oy the Third
Five Year Plan.” ,

"As regards wagon turn-round, it will not be correct to sav
that the furn-round of wagons had increased entirely
because of an increase in their number. A number of
actors go into wagon turn-round. namely, increased leads
of iraffic, unplanncd and changed patterns of movement
speciatly that of foodgrains as in this case, intermptimi
to movement of traffic due to agitations. bundhs and
squatting on railway tracks. cte”

“As to the railways’ not having achieved the turn-round of 9.5
davs on the broad gauge and €5 days on the metre gauge
during the Third Plan, these figures were never visualised
as targets for full achieverment. They were recessarily
calculated as factors towards greater efficiency. built into
the Railways' nlans for expansion, By themselves. they
wer s affected by longer leads in commoditios like cocl and
raw materials {or steel plants coal {or Dailwave, comoent,
min o o'lE o foodgrains, ele. The changed potterns of
traffic, particulariy the emerdeney movernent of foodo:ins
frem perts and other distant areas to scarcity  affecied

wees in UP. ant Bihor nol onlv increased the furn-

round porind of wagons but requived Iong emvfy hauls in
the intercst of quick movement of {foodgrains.”

A ve-lsiraisal for the wagon requirement is now being madie
in conneetion with the preparstion of the new Fourth
ite Year Plan”

v
[N

1.33. Audit huve o ffered the following comments:

“The Third P.an target for procurement of wagons on asicdi-
tional account viz., 90,447 wagons (in terms of 4 wheelers)
was in relation {o the additionsl cavacity of 93 million
tonnes of originating goods traffic (average number of

wagons for 1 million twmmes. 972). The Ministry  have
stated that in tie light of the considerations setl out in para
2 of their note, these regquirements had becn reassessed at
1,36,283 wagons on additional account. It has, however,
been stated that these revised requirements were in rela-
tion to the revised traffic target of 245 million t:mnes. This
is factually incorrect. As the Ministry are aware, this up-
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ward revision in the wagon requirements was made by
them in Jauuary, 1962 when the traffic target was put up
from 249 million tonnes to 264 million tonnes. This is
also borne out by the observations made in the mid-term
appraisal that though traffic towards the end of the Third
Plan was reckoned at only 245 million tonnes, the Railway
Programmes themselves provided for capacities adequate
for carrying 264 million tonnes.”

~Thus. the revised requirements of 1,36,283 wagons was related
to the incremental capacity of 108 million tonnes giving
average wagon roquirements of 1.262 wagons per 1 million
tonnes of incremental capacity. Even on the basis of this
revised norm the actual procurement of 1,16410 wagons
on additional account during the Third Plan should have
generated a much larger capacity than the 69 million
tonnes steted by the Ministry., It. therefore, anpears that
not on'y the initial requirements at the time of framing
the plan did not take into account all the relevant factors
into consideration, but a’sp that the planned capacity as
assessed on the basis of the revised requirements was lar-
ger than the 225 mitlion toones stated by the Ministry.”

“Tt s true thet the wagon reguirements mav not admit of &
very strict arithmetical equation with the capacities gene-
rated. It ay also be true that the capacities in one cector
cannot be tronsferred to another sector (e.¢. where cover-
ed wagons arc required one mayv not always be in a posi-
tion to use box wagons). But very wide fluctuations in
the requirements of wagons in relation to the traffic capa-
cities would alse rot seem to be justified. Tt mav be rele-
rant to recall in this context that in a meeting with the
Planning Commission on 27-1-62, the then Member (Trans.
portation) stated that with 20,000 box wagons. it was
hoped to move 50 million tonnes of coal to the major
consumers in bulk loads. Thus, the requirement of wagons
for moving 1 million tonnes of coal was 400 box wagons or
1,000 four wheelers. In the light of the above. to sayv that
additional procurement of 1,16410 four wheelers during
the Third Plan generated an additional capacity of only
69 million tonnes (putting up the average requirements of
wagons to move | million tonnes to 1.687 four wheelers),
is not quite convincing.”
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“We are not aware whether the Ministry have made any de-
tailed analysis to bear out their general conclusions on the
non-achievement of targetted turn round. While the ex-
planations given are plausible we do not know in what
manner the Committee would like to satisfy themselves,
in the absence of even a rough quantification, that the
capacities sought to be generated through a certain public
investment (delineated into physical components like
wagons Jocomptives etc.) voted by the Parliament,
have actually been generated and, if the capacities are
not so generated with the reasons therefor.”

Further Audit Comments

With referonces 1o last vear Target of Procurement  Averaie  num-
of Third Plan atJitional of wagons ber of wagons
trafhic onadditicrial - for 1 millien
account {in tonres  of
terms of oryinetng
four wheel- goode trafhe
|CT>)
millien tornes
Original 3rd Plar target . 93 9044~ 972
Revised target (January, 1962) 1c8 1.36.283 1.262
Actuals . . . . 69 i.16,410 1.687

In other words the wagon requirements had gone up by more
than 73 per cent although the average lead of traffic for
all goods on the Broad Gauge was less than the average
lead at the end of the Second Plan. The Augdit observa-
tions tried to bring out this basic aspect of wggon require-
ments because the turn round itself is adversely affected
by the availability of more wagons. Since the future
wagon requirements will also be based on this inflated
turn round of wagons it is possible that a vicious circle of
deteriorating turn round and increasing wagon require-
ments is created, with the attendant financial conse-
quences in terms of both capital outlay and working ex-
penses. It would therefore, seem necessary that the
wagon requirements are broadly related, in any manner
that the Ministry may deem fit, to the quantum of traffic
moved and such a wide variation as 73 per cent in the
wagon requirements avoided.”
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1.34. In their reply dated 14-2-1969 the Ministry of Railways

(Railway Board) have stated:

“The observations of the Committee are noted. The original

Third Plan figure of 90,447 wagons (excluding

18,509

throw-forward from Second Plan) on additional account
for a traffic target of 249 million tonnes was based upon an

exercise conducted in 1961. When the traffic targe
revised to 264 million tonnes in January, 1962, an

t was
extra

21,000 wagons on additional account were added based on
the traffic trends at that time, without detailed calcula-
tions. Due to changed pattern of movement and increased
leads of certain major commodities which had developed

during the Third Plan and which also affected the

turn-

round adversely, the basis adopted for assessing wagon re-
quirements was found to be inadequate in relation to

actual demand for traffic.

The figures of average lead as mentioned in the recommenda-
tion are derived from the movement of a large number of

classification of commodities (149). The figures re

to major commodities are, however, indicated below:—

lating

“in Ko B.G.

19RD-61 1965-66
1. Public Coul . . . . 615 346
2. Coul for Ruilwavs . . . 708 63
3. R material for - Steol Plamis . N.A 191
4. Cemert . . . . . 345 418
5. Mineral Oils . . . . . S16 336
6. Foodgraine . . . . . Bty 746
~. Iron & Stecl . . . . . 681 8t

|

It will be noted that although the average lead for all commo-

dities has gone down, there has been an increase in the

lead of some of the major commodities except in th
of public coal.

e case

Taking note of the traffic trends during the Third Plan, it is
proposed to further refine the method for working cut

the wagon requirements during the Fourth Plan.

The

wagon requirement for each major commodity will be
worked out in detail in relation to its lead, empty haulage,

lead per wagon, speed of goods train, etc.”
1.35. The Committee are not happy to learn that wagons

were

purchased by Railways during the Third Plan “without detailed cal-
culations”. The estimation of wagon requirements ‘on additional
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account’ included in the Third Plan was 108,956 wagons, based on a
traffic target of 249 million tonnes. In January, 1962, when the
traffic target was revised to 264 million tonnes, provision was made
for the purchase of 21,000 more wagons, ‘on additional account’. The
actual number of wagons procured on ‘additional account’ was
116.410 or 13.546 wagons less than the estimated requirement for a
traffic targe! of 264 million tonnes. Even if. as stated by the Railway
Board, this estimate was noi based on detailed calculations, it would
appear that the additional precurement should have created a capa-
city more than the peak level capacity of 225 million tonunes estimat-
ed by Railways as having existed at the end of the Third Five Year
Plan. Considering, moreover. that the originating goods traffic mov-
ed in the last vear of the Third Plan was only 203 million tonnes, it
is evident that there was ample surplus wagon capacity with the
Railways at the end of the Third Plan. Now that an appraisal of
wagon requirements is being made for the Fourth Plan, the Commit-
ter would like to nupress on the Railways and the Planning Commis.
sion the need to arrive at g reliable 5o smoent of wagon capacity
created, taking into account the change in pattern of movements and
in the leads mentioned by the Ratlwavs, <o that the acquisition of
wagons on additional account is based on dependable estimates of
surplus wagon canicty o'ready wuidding

1.36. The Commitice are surnrised by the explanation of the Ruil.
wayvs that the ‘turn-rourd’ ¢ ¢35 davs on Broad Gange and 6.5 days
on Metre Gauge enviseged in the Third Plan “were never visunliced
as targets for full achievement™. If. as stated by the Railways, they
were “built into the Railweays™ plan for expoansion™ ithey were
necessarily  visualised as goals  capable of realisation. While
planning the acquisition of extra wagans during the Fourth Plan, the
Committee would like hoth the Railwavs and the Planning Commis-
sion to examine how far the exicing ‘tnrn ronnd’ leaves scope for
improvement, <o that fuller nse is made of the cxns(mg wagon sfock
before making further capital investment.

Utilisation o wagnvis-—Para 3.20 (S. No. 27)

137 In para 3200 the Commitiee made the following observa-
tions: —

“Now that the Railways ' e a surplus capocity and ore look-
ing for traffic, the Commitiee feel that it should be possi-
ble to meet the consumers’ requirenients of wagons in
less than a week of the registration of the demand.”

1.38. In their reply dated the 19th September, 1968, the Ministry
of Railways have stated:

“The Railways’ capacity for ciearance of traffic is determined
by several factors, of which the most important is the line
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capacity for goods traffic. The cxisting surplus transport
capacity relates to capacities created for movement oi raw
materijal including coal! for Steel Plants, finished products
of Steel Flants and export ore. The movement capacities
developed for these items of traffic cannot b. transferrcd
to other sectors, and as such this surplus capacityv is not
available for meeting the demands of other users of rail
transport.”

(2) It should be possible for the Rsilways to meet the con-
sumers requirements of wagons in less than a week of
the reg.stration of the demands provided the patterns of
traffic offerings conform to movement capacities develop-
ed on each of the Zonai Railwavs, and theoe are no set-
backs in Radwayv operation on account of uncontrollable
factors., =uch as civil digturbances. labour sivikes, flnods.
tahour shortage at iranshipment and vnloading points. elc.
Further. the overall transport capocity avaiichle on the
Raiiway has 1o be seen in relation to the overall demand:
1 13 not cqually available for [ull application zt all points
of requ.rement ot all times. In the circumstonzes, there

Javs be sorae delav in rezsard e clearance of de-

will
rends subinitted I excess of oo dins @l movement
Ccuocites during the busy scason

(31 e Ratbways aceept indents irom consuaners regardless
of the physical loading capacities available at the loading
points.  There is conscquently scope {or buik registration
of demnds whieh mev oxceed the daile losding potentinl
at ceriain Iogdine points to such an extent that the de-
mandy canno be clenred within a week of the registration
despete full coiisation of the  daily loadivne potentizl
Detios nlso ovcur whenover restrictions are imprsed on
e tonting of traffic for particular d-stinations or routes
to suit distocttions and setboacks in Railwove operation
caused bv varions fortors, some of which are bevand the
control of the Railwavs as mentioned above,

(4) “A specichwateh is being kept by the Railway Board and
Zonal Rotlwavs on the clearcnce of outstanding registra-
tions, and every effort is being made to meet the con-
sumers’ reguirements of wagons in less than a week of
the registration of the demands.”

1.39. While the Committee appreciate that some times there might
be delay in the allotment of wagons due to unaveidable circum
stances, they feel that with the surplus capacity availabhle with the
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Railways, it should be possible to meet the consumers’ requirements
of wagons in less than a week of the registration of the demand. The
Committee suggest that the Ministry of Railways should make a pub-
lic declaration that wagons would be made available, save in excep-
tional circumstances, within a prescribed period. This would net
only dispel any lingering suspicion that there are still some malprac-
tices in the matter of allotment of wagons but also help to build an
image of Railways as a consumer-oricnted service.

Economics of hauling POL by longer route on Metre Gauge vis-a-vis
shorter route on Broad Gauge—Para 326 (S. No. 29).

1.40. In paras 3.21 to 3.23, the Committee had commented on the
surplus M.G. oil tank wagons with the Railways. The Committee
had pointed out how the surplus was inter-alia caused by the Rail-
ways’ policy of procurement of these wagons even after the com-
missioning of the Gauhati-Siliguri pipeline. In this connection they
had made the following observations:

“The Committee are not satisfied with this explanation. As
stated in the note furnished by the Ministry the number
of M.G. oil tank wagons on the Railwavs on the 1st April.
1961 to 1964 were as under:—

1-4-1961 2 567
1-4-1962 3.247
1-4-1963 4.086
1-4-1964 4,230

This clearly shows that about one thousand Metre Gauge
wagons were added after 1st April, 1962, even though the
Ministry of Railways became aware of the proposal for the
construction of the pipeline between Gauhati and Siliguri.
Had the Ministry curtailed their orders for oil tank wagons
expenditure on the procurement of wagons in excess of re-
quirements would have been avoided.”

1.41. The Committee were informed that steps had been taken to
absorb the surplus Metre Gauge Oil Tank wagons by moving traffic
meant for points in Northern India by all Metre Gauge Route instead
of the shorter Broad Gauge—Broad Gauge route by offering some
freight concessions to the Indian QOil Corporation.
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In para 3.26, the Committee made the following observations:

“The Committee would like Government to examine the ques-
tion of relative economics of hauling POL by the longer
route on Metre Gauge vis-a-vis the shorter route on Broad
Gauge so as to adopt the most economic path consistent
with operational requirements.”

1.42 In their reply dated 27-9-1968, the Ministry of Railways have

stated:

“In 1966-67 about 31,000 tonnes of POL products loaded in 1218
bogies tank wagons (or 2436 four-wheeler tank wagons)
moved from Barauni and New Jalpaiguri to Shakurbasti
by the all metre gauge route. As indicated earlier in this
Ministry's replv, the B.(G. tank wagon fleet was inadequate
to meet the entire demand for movement of POL on the
broad gauge including this movement, while there was
enough capacity for this movement along the all metre
gauge route. Had this traffic not been carried by the metre
gauge route of the Ratlways. it would have been diverted
to the road, and this would have meant a higher cost to
the economyv. as the quotations below will indicate:—

(1)

“The figures demonstrate that trucks even of higher
capacity on good roads show o higher cost than rail
except when the heul s Tess than 290 kilometres. How-
ever, the favourable trucking costs below 200 kilo-
metres cannot be ¢'tained until there is a vast improve-
ment in the condition of the highways near the
collicries and on the main routes and until trucks of
far greater capacitv than those now in use in India
are produced. Moreover, the trucking costs do not
include any capital charges for improvements iIn
highwayvs. For the foreseeable future, therefore, it
is indicated that the costs of the rail movement of
coal will be below thuse by highwavs”™

.l the ultimate destination of the coal is a local
station served only by shunting goods trains, the cost
would be somewhat higher and, if the coal were deli-
vered at a station served only by metre gauge, the cost
would be further increased. Nevertheless, there is no
indication that even these costs, except for short dis-
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tances, would be higher for the rail movement tham
those by the most efficient type of truck conditions.”

(Report of World Bank Study Team on Coal Transport)

(i) “It w:ll be seen that road transport costs for a 13-
tonne tractor-trainer are higher than rail costs {for bulk
movement at and above 100 kilometres on both broad
and metre gauges. For light merchandise, costs of
road transport in 8-tonne trucks are lower than cost
of haulage of light merchandise by rail up to a dis-
tance of about 50 kilometres on the broad gauge an.
up to about 100 kilometres on the metre gauge.”

(Report of the Committee on Transport Policy & Coordination)

“The a'l-in cost of rail transport, whether on the metre gauge
or on the broad gauge. depends upon a variety of factors,
which include type of wagon, loadability, empty return
ratio, type of traction, density of traffic, extent of their
capacity available and other operating conditions. These
factors. particularly the last. do not operate identicallv on
all sections even on ihe same gauge and s.orwetimes not
even at all times the “ame gauge and sometime., not even
at all times on the same section. With reference to this
particular recommendation of the P.A.C., however. direct
costs of the movement of 31.000 tonnes of POL by the
broad gauge route and bv the metre gauce-cum-broad
gauge route have been worked out, which inchude terminal
costs at both ends. marshalling and engine changing cost
en route. the cost of fuel and lubricants, the cost of loco
crew and train staff, the cost of repairs and maintenance
of engines and wagons and interest and depreciation on
locomotives and tank wagons, but exclude the cnst of pro-
vision of track and signalling, which latter are a ‘Sunk’ cost
so far as this particular movement is concerned. It is esti-
mated that direct costs of the hroad gauge and metre-cum-
broad gauge movement would have been about 817 of
the all-metre gauge direct costs. But the revenue earned
by the longer all-metre gauge route was higher even after
allowing for the concession on this traffic. If this element
also is taken into account a< a deduction from the all-metre
gauge route costs, the broad gauge cost would be about
5 % lower than the all metre gauge costs.”
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“The rates actually charged by the all metre gauge route not’
only fully covered the direct costs but left a substantial
contribution towards overheads and profit.”

1.43. Audit have coffercd the following comments:

“It is seen from the details of comparative cost of haulage that
the cost of returning the empties has been worked out on
the hasis of tare weight of the empty wagons. This is not
correct as the number of wagons carried by a goods train
is limited by the hauling capacity of the lncomotives to
about 55 wagons on both the B.G. and M.G. Sections. fur-
ther limited by the length of the loops in each section and
the average speed of the goods trains on the B.G. & M.G.
Secticns. On this basis the return of empties on the B.G.
to base station rcquires considerably less number of goods
trains than the return of empty bogies on the M.G. The
cost of haulage of empties may, therefore, be worked out
after ascertaining the extent of the limitations referred to

above.”

1.44. The Committee sce force in the view of Audit that return of
empties from broad gauge to base stations requires considerably
fewwer goods trains than the return of empty bogies on metre gauge.
The Committee desire that the relative econoemics of hanling POL by
the longer ynute on Metre Gauge vis-a-vis the shorter route on Broad
Gauge mayv be reexamined. so that the more economic course consis-
tant with operational requirements is adopted.

Los< incurred on Southern Railways—Para 420 (S. No. 37).

1.45. The net loss in the working of the Southern Railway increa-
sed from Rs. 1.2 crores in 1960-61 to 6.4 crores in 1965-66. The loss in
1966-67 was expected to increase further to Rs. 10.82 crores. The
Committee made the following observations in para 4.20: —

“The Comimittee desire that special zttention should be direct-
ed toywasls improvine the financial vosition of  the
Southern Railway by effecting economy, improving effi-
ciency and by attracting more traffic. They would watch
the result of the working of this Railway in subsequent
Audit Reports.”

1.46. In their reply, the Ministry of Railways stated : —

“Noted. Efforts are continuously being made to improve the
financial position of the Southern Railway (as well as
cther Railways) by various measures of economy in ex-
penditure and by attracting additional traffic.”
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1.47. At the instance of the Committee, the Ministry of Railways
{urnished the following further information :

“(i) Economy measures are being enforced on Southern (as
well as other Railways) in respect of all items of expendi-
ture (capital, revenue and other heads). Reduction in
expenditure on staff is being pursued with vigour. The
ban imposed on creation of posts and filling up of posts in
administrative offices at all levels is being observed.”

“Efforts are being made to secure more traffic by improving
the quality of service offered, for instance, in the matter
of adequate and timely supply of wagons, speeding up
transit and ensuring safe transit. A Marketing and
Sales Organisation is making vigorous efforts to keep in
closer touch with and meet as far as possible the specific
needs of rail users, in order to retain existing traffic and
also capture additional traffic.”

“Some of the specific steps taken during the last two vears to
make rail transport more attractive are indicated below :

(1) Quotation of special station to station rates for the
movement of cotton varn from Madurai, Coimbatore,
Salem and Bangalore to Wadi Bunder (Bombay) and
from Madurai to Tuticorin.

(2) A special rate for turmeric from Cuddapah to Shali-
mar is being quoted.

(3) Reduction of the tariff minimum weight from 90 quin-
tals to 80 quintals for coconuts moving in four-
whecled wagons on Metre Gauge.

(4) The minimum weight condition for motor tvres was
lowered from W 100 B. G. to W85 B. G. from 16-6-
1968. With effect from 20-8-1968, it has becen altered
to W/90 B.B.

(5) Introduction of a tri-weckly Super-Express Goods
train service hetween Madras and Shalimar (Cal-
cutta) reaching the destination on the fifth day.
Groundnut Oi] traffic moving in large quantities by
sea was canvassed for movement by this service and
considerable  success has been  achieved, Similar
Super-Express Trains have been introduced between
Madras and Bombay and Madras and New Delhi,
reaching their destination in five and seven daye
respectively.
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A scheme for ‘Overnight’ delivery of non-perishable
parcels has been introduced between 11 pairs of
points on the Southern Railway.

New City Booking Offices have been opened in newly
developed industrial estates.

In order to attract tea traffic, an Out-Agency has been
opened at Coonoor.

To cater for traffic in motorf-carsichassis between
Madras and Calcutta, coaching specials are being run
at regular intervals and frequent contacts maintain-
ed with the manufacturers of motor cars and chassis.

18 Quick Transit Services have been introduced to
various destinations to capture additional traffic.

A quick Transit Service has becn introduced for the

traffic in ground-nuts moving to Bombay from Gun-
takal Division.

Special arrangements have been made to move vege-
parcel van on the Brindavan Express by putting a
parcel van on the Brindavan Express, by which par-
cels booked up to 13 hours at DBangalore are made
available for delivery at Madras on the same day.”

(u) The current flnancial position is as under:—

1967-68

Actuals®

(In thousands

of rupccs\
Gross Trutfic Receipts . . . . : ) =6,30.66
Ordirary Working Expenses 64.41,49
Appropriation to Depreciation Reserve Fund 9,94.90
Appropriaticn to Pensicn Fund 94.73
Net Miscellaneous Expendirure 1.49.26
Net Revenue . 19,7
Dividend to Gereral Revenues 15,16.25
Net  Loss . . 115,65.96
Ratio of Ordinary Wml\mg Fxpcmcq to Gross Traffic
Receipts X 98-70 9%

*The figures have been furnished by Audit.

3152 (aii) LS—4.
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1.48. The Committee are distressed to note that in spite of various
measures taken during the last two years to make rail transport
more attractive on the Southern Railway, the loss during the year
1967-68 has increased to Rs. 15.66 crores from Rs. 10.32 crores im
1966-67. The Committee desire that the Ministry of Railways should
examine what further steps should be taken to improve the financial
working of the Southern Railways by attracting additional traffic
and by effecting apropriate economies in expenditure. The Com-
mittee would like to watch the working of this Railway through
future Audit Reports.

Manufacture of electric traction equipment and crank shafts re-
quired for diesel locomotives—Para 5.37 (S. No. 46).

1.49. The Heavy Electricals, Bhopal undertook in July, 1962 to
supplv a good portion of the traction equipment including traction
motors, generators and control equipment required for diesel loco-
moetives the manufacture of which was undertaken at the Diesel
Locomotive Works, Varanasi. The equipment to be supplied consti-
tuted 30 per cent of the total cost of locomotive. A letter of intent
was issued to them in September, 1962 for supply of 120 sets of com-
plete traction equipment during 1964-65 and 1965-66. Actually, how-
ever, no deliveries had been made till March. 1966.

1.50. The Heavy Engineering Corporation, Ranchi informed the
Ministry of Railways in July, 1962 that they could manufacture
crank shafts and later, in July, 1964 they also stated that they had
sufficient capacity for producing heavy and medium size crank
shafts to meet the entire demand of Diesel Locomotive Works.
No crank shafts were, however, actually manufactured by the Heavy
Engineering Corporation. It was decided in August, 1965 that the
requirements in this respect would be imported. In paragraph 5.37,
the Committee made the following observations:

“The Committee are not impressed with the leisurely marner
in which the Public Undertakings, particularly the Heavy
Electricals, Bhopal and the Heavy Engineering Corpora-
tion have proceeded in developing indigenous manufac-
ture of traction motors and crank shafts respectively.

The Committee consider that the Heavy Electricals and the
Heavy Engineering Corporation should accelerate their
programme for indigenous manufacture of these vital
components and parts to as fully to meet the production
requirements of the Diese] Locomotive Works.”



45

1.51. In their reply dated 27-9-1968, the Ministry of Railways have
stated as follows:

“The rate of production of electric traction equipment by

Heavy Electricals India Ltd. for Diesel Electric Locos still
falls short of actual requirement and further action is
being taken to increase the rate and also to improve the
quality of the equipment.”

“I{ was as far as Julv, 1962 that Heavy Engineering Corpora-

tion, Ranchi was contacted to undertake manufacture of
crank shafts for the diesel locomotives. As desired oy the
Corporation, an educational order for ten crank shafts has
been placed in January. 1966. Supplies have not vet com-
menced. The price to be paid will be finalised at a high
leve! meeting as soon as Heavy Engineering Corporation
finalise their collaboration with a suitable party.”

1.52 At the instance of the Committee. the Ministrv of Railways
have furnished the following further information regarding manu-
{facture of electric traction equipment for Diese! Locomotives:

“The manufacture of diesel electric locomotives was taker up

I

In

indigenously at Diesel Locomotive Works, Varanasi during
the vear 1963-64. This first locomotive which was
assembled from knocked down assemblies received from
U.S.A. was turned out on 3rd January. 1964. The indige-
nous manufacture of diesel locomotives was concurrently
commenced and the first locomotive with indigenously
built chasis super structures and piping system was turned
out in July, 1964.”

the initial stages of production of diesel electric locomotives
a: DLW, consideration was given to obtaining the electric
traction equipments from HEIL, Bhopal and a letter of
intent was placed on HEIL for 120 sets of complete trac-
tion equipment as far back as September, 1962.

However, for several reasons viz. the time required for fina-

lising the design for the electrical equipment, considerable
delay in the procurement of imported machinery and raw-
materials and delays on the part of HEIL suppliers in
supplying tools and components according to schedule, the
final programme of manufacture of traction equipment for
diesel electric locos by HEIL could only be finalised by
March, 65. In view of this the Railways had made arrange-
ments for meeting their requirements of electric traction
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equipment for their anticipated production of diesel elec-
tric locos upto March, 67 by importation. On this basis
121 sets of electric traction equipment were ordered by
import in various batches depending on the availability of
foreign exchange, including the 12 Nos. in the knocked-
down locomotives.”

“The production programme of the Railways, the supplies
proposed to be made by HEIL as indicated in March, 65
and the actual deliveries during the various periods from
1966-67 onwards are indicated in Appendix VL.”

“These anticipations were, however. changed on a number of
occasions based on the progress made by HEIL /Bhopal and
these are indicated in Appendix VIIL.”

“In August 1966, the Railway Board when considering the
import of various components for production of 100 locos
beyond March, 67 were advised by HEIL/Bhopal that the
following supplies of traction equipment were exvected to
be made by them in 1966-67 and 1967-68:

1966~67 . .21 sets (supplivs commencing {rom Sept., 66)
1967-68 . . . 50

71

“Taking into account the fact that HEIL had not 7‘\'et supplied
the equipment and the likely teething troubles in develop-
ing the production in the initial stages, it was considered

necessary to import additional sets to keep up the produc-
It was also observed that

tion programme of diesel locos.
as per the schedule of supplies promised in March, 65,
HEIL would only be able to supply 116 sets by March, 69
subject to the development progressing satisfactorily.
whereas the requirements for production upto March, 69
and for inprocess requirements of 6 months would be as

under:
1967-68 . . . 66
1968-69 . . . 68
In precess requirements . 36
170
Less No. of sets available
from earlier orders . .5

Total . . 165
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“On this basis it was decided to import 60 sets of equipments
to match the production programme upto March, 1969.”

“Again in a subsequent review in December, 66, taking into ac-
count the progress made by HEIL/Bhopal it was consi-
dered necessary to import 30 more sets. This course of
action proved to be prudent as confirmed later on because
the actual deliveries materialised by HEIL during 1966-67
and 1967-68 were only 7 and 24 respectively. Against the
total promise of 71 sets by March, 68, the actual delivery
was only 31 sets.”

“For the diesel loco production in 1968-69, DLW has to depend
on the supply of electrical equipments from HEIL which
have become the major constraint to determine the out-
turn from DLW. Taking into account the capacity of
HEIL for the manufacture of the various equipments for
Railways, the following supplies have been promised in
the years 1968-69 to 1970-71:

1968-69 44
1969-70 72
1870-71 72

“The above delivery of equipments will generally meet the
production programme of the Railways but based on the
past experience of supply it may be necessary to import
a few more sets to keep up the production programme.
The position is being watched carefully and necessary
action will be taken as considered justified.”

“It can be said that based on the production programme of
the Railways and the anticipations of supply by HEIL'
Bhopal the import of 30 sets at a cost of 0.25 million U.S.
Dollars is attributable to the shortfall of supplies from
HEIL/Bhopal and for keeping the out-turn from DLW.”

“The reasons for the shortfalls in the supplies from HEIL are
as follows: —

(i) Traction equipment is a very sophisticated product
made for the first time in India and the skills and tech-
niques take a long time to develop;

(ii) Before the Diesel Loco orders were received, HEIL had
already committed to supply AC&DC EMU equipment
for the railways. This additional load at the initial
stage had put some pressure on the available manufac-
turing capacity.
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(iii) In the initial stages substantial quantities of components.
had to be imported from the Consultants’ firm in UK.
and deliveries were often delayed.

(iv) As indigenous substitutes were introduced, the esta-
blishment of proper quality control caused certain de-
lays due to inferior standards and subsequent rejec-
tion.

(v) Timely availability of foreign exchange to meet the pro-
duction plans to HEIL.

(vi) Situations like Suez incident ete. have interrupted the
flow of components and raw materials during such pe-
riods and reduced production.”

2. “The above difficultics are graduallv being overcome but
they cxist to some extent in one form or other. There
has been a set back in the promised delivery in the first
eight months of this vear due to failure of supplies from
indigenous sources for special types of castindg: on ac-
count of strikes and shut dewn in some of the concerned
firms in Calcutta, Madras and Delhi areas. Actually over
90 per cent of the manufaciore of the equipment  are
completed and lving In the sbops awarting such residual
items for which alternative arrangem.nts are  being
made. The following further steps are heing taken to
ensure regular delivery of equipment in futnre: —

(i) Some of the components have been redesigned to suit
indigenous suppliers  and two or three suppliers for
each item are being  developed and orders placed on
them. For example Heavy Steel  Castings are heing
ordered on four firms anid small control-gear castings on
two firms as well s on “oreign suppliers as measure of
ensurance until Indian suppliers are fullv established.

It is hoped that substantial improvement in the delivery of
completed equipment, would be made in the remaining
four months.”

1.53. In the reply dated 27-9-1968 the Department of Industrial
Development have stated:

“The rate of production agreed with the Railways for Diesel
Loco Traction equipment has, by and large, been esta-
blished by Heavy Electricals (India) Limited ¢xcepting
for controlgear. Indigenous sources for certain castings
for this controlgear were developed but the supply is very
inadequate and irregular.
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The main reasons for delay in developing the capacity to
produce crankshafts by Heavy Engineering Corporation
Ltd. were as under:—

(1) Even though enquiry from D.L.W. was received in

(3)

July, 1962, the Heavy Engineering Corporation Limited
were in the early stages of construction and the neces-
sary forging and machining capacities were only being
established. In response to the enquiry it was made
clear as early as February, 1968 that forgings could be
delivered earlier than 1967.

There was protracted correspondence between the com-
pany and D.L.W. before a mutually acceptable forging
technology could be agreed upon.

Even after a particular process of forging was accepted
in principle by D.L.W. there was further correspondence
regarding various technical aspects of the process.

(4) The collaboration agreement could not, in any case.

(5)

be finalised until there was a firm commitment by the
D.1.W. to purchase the crankshafts produced by Heavy
Engineering Corporation Limited by the particular pro-
cess.

Even after the signing of the Collaboration Agreement
with the foreign firm, it is estimated it will take another
five years to (i) import necessary forging and special
purpose equipment after going through the usual for-
malities (i1) to erect the equipment etc. (iii) to com-
plete the necessary civil construction works and (iv)
to produce and delivery the first lot of crankshafts to the
D.L.W. Varanasi.”

1.54. The Department of Industrial Development have also fur-
nished a note stating the position regarding manufacture of traction
equipment by the Heavy Electricals Limited, Bhopal and crank-
shafts by the Heavy Engineering Corporation.

“l. The supply position in respect of castings and forgings has
been very unsatisfactory and the production in Heavy Electricals
(India) Ltd., has been seriously dislocated on this account in the

The following steps have been taken to improve the supplies:

1.1. In the case of AC EMU motors, the forgings required for
the commutator hub and end plate were not available
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indigenously of the required quality. Hence the compon-

ents were redesigned as a casting and orders have been
placed on more than one casting supplier.

In the case of machines for both AC EMU and Diesel Loco,
the steel castings for the frames have been ordered on
three or four indigenous suppliers so that, in the event
of failure, either in respect of quality or quantity, of one
supplier, there is a reasonable chance of some supply from
the other suppliers.

For certain controlgear castings, orders have been placed
on 3 or 4 indigenous firms, and parallel action has also
been taken to import them in order to offset the set back
in production due to failure of Indian suppliers experienc-
ed in the past. HE. (I).L. are also redesigning some com-
ponents as a fabrication, though this design will be more
expensive.”

With greater experience in respect of procurement and
production problems, the Corporation are now in a much
better position to foresee the problems and take timely
corrective action.”

Besides, the production capacity is being augmented in
respect of motors and generators through an expansion
scheme sanctioned by the Government in May, 1967.
The scheme is being implemented in phases and the first
phase has been sanctioned for Rs. 90 lakhs capital ex-
penditure. Against the first phase, 60 per cent of the
factory buildings have been completed and 25 per cent,
in terms of value, of plant and machinery has been order-
ed and the rest are being processed.”

“4. It should be mentioned here that certain delays have been

“5.

experienced by H.E. (I). L. Bhopal in the placement of
firm order and release of the required foreign exchange
by the Railways. It is obvious that the Company's
capacity to effect timely delivery of equipment will be
affected by such delays and it is hoped that Railways
would take steps to obviate this.”

The prospects of supply of electrical equipment required
by production units of Indian Railways were discussed
at a meeting in Bhopal attemded by the representatives of
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H.E.(I)L., Bhopal, Railways and the Ministry of LD
C.A. and the following position emerged: —

Rotating Machine: Rate of manufacture of the Rotating

Machines would be the governing factor for the output
of Traction Equipment for AC-DC and Diesel and Electric
Locomotives. The following is the yearly planning for
build up of capacity of the Rotating Machines Division of
Heavy Electricals (India) Ltd.:—

1968-69
1969~70

197071

750 machines
1050 machines

1490 machines

“The maximum capacity as planned at present would be

1400 and Heavy Electricals (India) Ltd., have no further
plans of expansion at present. If the Railway Board
require this capacity to be increased further, the long
term assessments of Railways  requirements are to be
indicated. The Railways have expressed that the Fourth
Plan (1969-70 to 1973-74) was under finalisation and as
soon as this is done, Heavy Electricals (India) Ltd. will be
advised the extent of future requirements beyond 1970-71.
Heavy Electricals (India) Ltd. are of the opinion that if
any reasonable assessment can be made even beyond this
period, it would help them to ensure that the manufactur-
ing load are sustained.”

“Expected delivery from the Heavy Electricals (Imdia) Ltd,,

would be as under:—

Anticipated supplies in 1968-69:

B.G. Disesel Loco . . 44 sets equivalent to 396 rotating machines
MG Diesel Loco . . § sets equivalent to 45 " »
IO traction motors sets
equivalent to 60 " s
AC EMUs 30 sets equivalent to 120 ' »
DC EMUs . . . 30 sets equivalent to 150 . »

TOTAL . - . - 77x » »
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“With regard to the BG diesel sets, Heavy Electricals (India)
Ltd., stated that the shortfalls in supplies had been due
to certain difficulties experienced in regard to the higher
temperature rise obtained during testing of traction
generator and failure of supplies of malleable iron cast-
ings for the control gear equipment.”

“With regard to the AC EMUs, Heavy Electricals (India)
Ltd. was not able to exceed the rate of 2.5 sets per month
in view of the limitation of the overall capacity of the
Rotating Machines Section. Besides, Heavy Electricals
(India Ltd., have also experienced difficulties in pro-
curing traction motor magnet frame castings of suitable
quality. Another items on which the supply is not satis-
factorv are tinned, Phosphor, Bronze, Bearing. These
have been ordered on Bhopal and Indian Standard
Metals, Bombay. With regard to supply ol Electrical
equipment for MG Diesel Locomotives, 21 traction motors
are ready but test on the proto-type have shown the need
to modify the air gaps to obtoin the design performance
characteristics.”

“Heavy Electricals (India) Ltd.. will be able to complete the
order for during the vear 1968-69. Heavy Electricals
(India) Ltd, is also ahead of schedule as M. Jessops
did not lift the equipment due to a hold up in productions
at their works.”

Anticipated supplies in 1969-70:

BG Diesel Loco . . 72 sets equivalent to 648 rotating machines
MG Diesel Loco . . 15 sets equivalent to 1335 rotating machines

§ traction motor sets cquivalent t 30
rotating machines.

AC EMUs . . . 44 sets equivalent to 176 rotating machines
DC EMUs . . . Nil.
DC Locos : . . I3 sets equivalent 10 78 rotating machires

1067 rotating machines

“¥For the BG Diesels, Heavy Electricals (India) Ltd., are
likely to supply 72 sets as required by DLW but with
regard to the MG Diesel they would be in a position to
supply only 15 sets as against 30 required by DLW. In
other words there would be a shortfall of 15 MG Diesel
sets and alternative arrangements would have to be made

by the Railways.”



53

“Regarding the time required for ordering materials and

processing etc., is 18 to 24 months and hence it would
not be possible for the company to supply any DC EMU
equipment until the latter part of 1970. No letters of
intent from Jessop and ICF have as yet been received.
Heavy Electricals (India) Ltd., have also promiged to
fird out from the AE.I of UK, that they would be able
to make any supply of DC equipment in the meanwhile
and if so what would be the delivery and foreign exchange
requirements.”

“With regard to DC Locos, the delivery is likely to commence

with one proto-type set in July-August, 1969. However,
from controlgear items may be supplied to DLW earlier
to enable them to sort out mounting and wiring problems

)

on a ‘Nock-up’.

Anticipated supplies in 1970-71:

BG Dicsel Loco . .72 sets egquivalent to 648 rotating machines
MG Diesel Loco. . . 40 sets equivalent to 365 rotating machines
AC EMUs : .27 scts equivalent to 108 rotating machines
DC EMU« 45 sets equivalent tu 225 rotating machines
DC T.ocos 14 seis cgquivilent to 84 rotating machines
‘Torarn . . 1425
“In this vear also the supplies of MG Diesel sets would be

only 40 against the requirement of 50 by DLW. There
will thus be a cumulative shortfall of 25 complete sets of
MG Locos, without taking into account another 5 sets to
cater for the inprocess requirements.

Locomotive Transformers: During 1968-69. Heavy Elec-
tricals (India) Ltd.. expected to supplv the transformers
at the rate of the 4 per month making a total of 48
numbers. This rate would be stepped up to 6 transfor-
mers per month during 1969-70 and maintained at that
level provided there is no change in the design of trans-
former. Heavy Electricals (India) Ltd., have pointed out
that tap changers from M;s. Hindustan Brown Boverie
have been delayed and two transformers held from this
account. The company have taken up the matter with
the M/s. Hindustan Brown Boverie who said that ins-
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pection by Director of Inspection was the main cause of
delay. Railway Board also took up the matter with M/s.
Hindustan Brown Boverie.”

“B.G. Diesel sets: The deliveries in respect of BG Loco sets
can be met only if existing design of traction generator
is continued up to 195th set as proposed by DLW. This
will enable HEIL to import 25 numbers of armatures per
traction generator. Previously it had been to change the
design beyond 135 numbers. The matter has been re-
ferred to DLW. Delivery also depend on immediate
release of foreign exchange for 60 sets and 25 armatures.”

“MG Diesel sets: In respect of MG Locos it is possible to
achieve a target only if it is decided to continue the
existing design of the generators (TG 10919 AZ) with
suitable modification in the associated control-gear to
derive the extra directive effort. This arrangement will
be held at least up to 60th set. If it is decided to change-
over a new generator design for example TG 10919 BY or
5302, it will become difficult to adhere to the target indi-
cated. This matter has been referred to the RDSO and
DLW for a decision. It is essential to arrive at an early
dicision on this.”

“AC EMUs: Considering that orders on foreign exchange in
respect of 27 AC EMUs have not been released deliveries
of these can be commenced only from September-
October, 1970. It is essentia] that the order is placed
immediately and the necessary foreign exchange released.”

Existing Orders

“(i) BG Diesel Loco Equipments: At present there are two
orders of 120 and 100 loco sets respectively. These
orders would cover the production upto end of 1970-71.”

“(ii) MG Diesel Loco Equipment: At present there are two
orders, viz. first for 20 complete sets and 15 motor sets
and the second for 20 complete sets. In order to cover the
production upto 1970-71 a further order for 20 complete
sets is required to be released on HEIL.”
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“(iii) 25 KV AC EMU Equipment: At present there are two
orders of 70 and 63 sets each. Both the orders would be
completed by March 1970. HEIL stated that the next order
for 27 sets to be delivered during 1970-71 should be re-
leased by ICF immediately to enable HEIL to initiate

procurement of material etc., well in time.”

“(iv) 1500 VDC EMU Equipment: The present order is for 42
sets and this is expected to be comple‘ed during 1968-69.
DEE/Railway Board requested M s. HEIL to arrange the
supply of at least one more set by March 1969 to replace
the set diverted to ICF for building a poriotype. In order
to meet the commitments of 45 sets in 1970-71. M 's. HEIL
indicated that orders for 58 (55 plus 3) and 47 (45 plus
2) sets should be released immediatelv by M's. Jessops

and ICF respectively.”

“(v) 1500 V DC Locomotives: The present order is for 27 sets
only. This order would be completed by the end of 1970-
71. HEIL requested that the order for remaining 30 sets
be also placed immediately by CLW.”

“Summing up, the following orders require to be placed on

HEIL by various production units:

DLW MG Diesel Loco Equipment . , , . ) 20
complete sets
ICF AC EMU Equipmet.i . . . . . . 27 sets
DCEMU Equipment . . . . . . 47 sets
Jessops DC EMU Equipment . . . . . . 58 sets
CLW DC Loco Equipment . . . . . , 30 sets

“Foreign Exchange: M/s. HEIL stated that in order to meet
the production targets, foreign exchange should be re-

leased along with the new orders. As regards the existing
orders foreign exchange for balance 60 sets of BG Diesel
Electric Locos is also required to be released early.”
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“Requirements: The anticipated requirements of crankshafts
in the coming 2 or 3 years are estimated to be as

under:—
BG . . . . . . . 100 Nos. per year
M.G. . . . . . . . 50 Nos. per year
Maintenance . . . . . . 20 Nos. per year

ToraL . . . . 170 Nos.

“Source of supply: At present the requirements are being
met entirely by imports. The number of crankshafts
utilised during the past three years was as under:—

BG. M.G.

1966-67 . . . . . . §<
1967-68 . . . . . . 66 .
1968-69 . : . A ) i B4 (20

Estimated)”
“Imported cost of the crankshafts: The cost of one imported
crankshaft is shown below:—

Broad Gauge $38.800
Metre Gauge $4,785

It may be pointed out that although Railways obtain their
requirements of finished crakshafts through Overseas
Diesel Corporation. U.S.A. at the price indicated above,
the international price of such crankshafts is likely to
be much lower. Since HEC Ranchi proposes to col-
laborate with CAFL which is a French and not an Ameri-
can firm, the price to be quoted by H.E.C. should compare
favourably with the price if CAFL were to quote directly
to DLW."

“Indigenous development of the Crankshafts: On the 4th July,
1962 an enquiry was received from the DLW asking
whether HEC would be in a position to undertake forging
and machining of crankshafts for diesel locomotives. Even
though the enquiry from D.LW. was received in July,
1962 when the plants of HEC were in the early stages of
construction and the necessary forging and machining
capacities were only being established, it was made clear
to them as early as February, 63 that forging could not
be delivered earlier than 1967.”
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“(2) There was protracted correspondence between HEC and
DLW before mutually acceptable forging technology could
be agreed upon.”
“(3) Even after the R.R. process of forging was accepted in
principle by DLW there was further correspondence
regarding various technical aspects of the process.”

“(4) Though approval to the scheme of manufacture of crank-
shaft in HEC in principle was given in June, 1967, the
collaboration agreement could not, in any case, be finalis-
ed until there was a firm commitment by the DLW
to purchase the crankshafts produced by H.E.C. by the
R.R. process.”

“(5) Even after the signing of the collaboration agreement
with the French firm, it is estimated that it will take
another 5 years (i) to import necessary forging and special
purpose equipment after going through the usual formali-
ties (ii) to erect the equipment etc. (iii) to complete the
necessary civil construction works and (iv) to produce
and deliver the first lot of crankshafts to DLW, Varanasi.”

“(6) A team of officers along with the General Manager.
Foundry Force Project of Heavy Engineering Corporation
Limited had visited DLW Varanasi in September, 1968
and after mutual discussions the figures relating to quan-
tity of annual requirement and price per piece were
agreed to. It was learnt that the total annual requirement
of D.LLW. Varanasi would be to a tune of 150 crankshafts
per vear. This includes the demand of metre gauge
crankshafts also. It was also confirmed that this assess-
ment of the annual requirement is made on the basis of
next five years estimated needs.”

HEC have planned the following delivery schedules:—

1972-73 66
1973-74 98
1974-75 150

“The price agreed by D.L.W. Varanasi is Rs. 75.000 per piece
for first lot of 150 crankshafts. The placement of firm
order from Railway is awaited pending the final approval
for the same from Railway Board (at present it is only
indicative). Regarding the finalisation of the terms for
collaboration with CAFL France the offer submitted by
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the firm has been scrutinised and certain matters regarding
commercial and legal aspects are yet to be sorted out.
HEC have already taken up these matters with the firm.
If their team is unable to visit HEC as requested it will
be necessary to send a team of company’s officers to France
who may not only finalise the agreement but also study
the actual performance of special purpose equipment to
be selected for this project. HEC are taking all steps to
finalize the agreement terms with CAFL as early as possi-
ble so as to ensure delivery of crankshafts on the dates
promised to Railways.”

1.55. The Committee are disappointed with the performance of
Heavy Electricals in the matter of supply of traction equipment to
the Railways for the manufacture of diesel locomotives. 31 sets of
equipment were promised in 1966-67, against which the actual deli-
veries were 7. in 1967-68, the supply was 24, against 35 promised.
Under such circumstances, the Railways had inevitably to resort to
imports on a scale larger than originally planned. The Committee
note that deliveries of equipment by Heavy Electricals were affected
by the delays in procurement of imported machinery and raw mate-
rials needed for the production of equipment, apart from the diffi-
culty in getting acceptable steel castings from indigenous suppliers
for frames and control gear. For the delays in import of machinery
and raw materials, the Railways have their share of responsibility,
as the Committee understand from the information supplied to it by
the Ministry of Industria! Development, that the clearance for the
requisite foreign exchange needed by Heavy Electricals was not
given by the Railways in time. As regards castings, the Committee
note that the Corporation “are now in a much better position to
foresee the problems and take timely corrective action.” The Com-
mittee hope that, with the experience now gained, it would be pos-
sible for Heavy Electricals to adhere to their promises of stepping up
supplies of equipment from 44 in 1968-69 to 72 in 1970-71.

1.56. The Committee note that in regard to crankshafts required
for locomotives, the scheme for progressive substitution of imports
by supplies from Heavy Engineering Corporation, Ranchi, did not
materialise in time due to “protracted correspondence between Heavy
Engineering Corporation and Diesel Locomotive Works before a
mutually acceptable forging technology could be agreed upon.” The
Committee note that the scheme for indigenous manufacture has been
agreed to by the Railways “in principle” and that the Heavy Engineer-
ing Corporation propose to enter into foreign collaboration for this
purpose and that the details are being sorted out. The Committee
hope that both the Corporation and the Railways will move in the



59

matter with a sense of purpose and speed and that the Corporation
would be able to live up to the present expectations of being able to
supply the requisite crankshafts from 1972-73 onwards.

Supply of Wheels and Axles—Paragraphs 5.38 and 5.39—(S. Nos. 47
and 48),

1.57. In paragraphs 5.38 and 5.39, the Commititee made the follow-
ing observations:—

“5.38. The Committee are distressed that the Wheel and Axles
Plant which was sel up at Durgapur specifically to cater
to Railway requirements has not been able to supply the
requisite number of wheels and axles, e-cn though the first
order was placed as long ago as December, 1963, and that
it has refused to accept the second order for wheels and
axles.”

“5.39. The Committee stress that every effort should be made
by the Ministry of Steel, in conjunction with the Ministry
of Railways to identify the shortcomings quantitative and
qualitative in the existing process of manufacture of wheels
and axles so that all such defects are remedied and the
manufacturing programme is geared to meet in full the
requirements of the Railwavs at a reasonable price.”

1.58. In their reply, the Ministry of Railwavs stated:

“The proposals of the Ministry of Steel in this respect are still
awaited and the matter will be examined and finalised
when received.”

1.59. In their reply. the Department of Iron and Steel stated:

“The Pande Committee which was appointed in September,
1966, to conduct an expert review of the problems of
Durgapur Steel Plant had been asked specifically to look
into the working of the Wheel and Axle Plant. The various
recommendations made by that Committee are being im-
plemented. Subsequently, two British Exverts also studied
the working of this Plant and submitted a report in Decem-
ber, 1967, which sets out detailed recommendations for
securing quantitative and qualitative improvement in steel
making for wheel and axle production and in the various
manufacturing stages in the wheel and Axle Plant. Action
has been initiated on these recommendations also. Among

3152 (Aii) LS—S5. i/ v '
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the important steps taken to improve production may be
mentioned the followings:—

(i) additional balancing equipments are being installed in
order to remove the technical difficulties. These are
expected to be ready for operation by December, 1968;

(ii) the capacity of the existing furnace producing whee} steel
is being increased from 100 tonnes to 120 tonnes. This
expansion is nearly complete.

(iii) reconditioning of some of the equipment has been taken
in hand.

“However, a major difficulty in effecting improvement in
quality and increase in production is the general labour
situation in Durgapur. It is hoped that some settlement
will be reached with labour in regard to work standards
and the labour situation becomes satisfactory when it can
be expected to fulfil the order of the Railways.”

1.60. At the instance of the Committee, the Ministry of Railways
have furnished the following further information:

“The Railways’ annual requirements for the different types of
Wheels and Axles are worked out long before the Budget
year on the basis of anticipated traffic offerings coupled
with normal wear and tear. Railways' actual require-
ments for each of the last seven vears are indicated in the
statement at Appendix VIIL.”

“Durgapur Steel Plant was expected (together with the capa-
city of Mis. TISCO) to meet the entire requirements of
Wheelsets of Railways. It was originally scheduled to go
into production in 1961 and to achieve the first phase rated
annual output of 45,000 wheelsets by the middle of 1963.
In June, 1960, Ministry of Steel advised the following
anticipated output of the Wheelsets:—

100 sets per week between July and December, 1961.
250 sets a week between January and June, 1962, and
450 sets a week from July to December, 1962.
900 sets a week from 2nd quarter of 1963.
Again in Januarv, Ministry of Steel, Mines and Heavy
Engineerine advised Ministry of Railways that Durgapur

Steel Plant would be in a position to deliver 75,000 wheel-
sets per vear by the middle of 1966.”
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“Since the forecasts furnished by the Ministry of Steel were
not found to be realistic, Durgapur Steel Plant was
asked to indicate more reliable figures. In December,
1962, Durgapur Steel Plant gave a forecast of 30,000
wheelsets during 1963-64. This forecast was maintained
by them in the subsequent years as well. The other
main source of supply is M/s. TISCO. A statement
showing the extent to which the requirements of Railways
were met by the Durgapur Steel Plant and M/s. TISCO
(Separately) during each of the last seven years is at
Appendix IX.”

“A statement showing the amount of foreign exchange spent
in import of Wheels and Axles during each or the last
seven years is at Appendix X".

1.61. The Department of Iron and Steel have furnisned the fcl-
lowing further information:

Capacity of Wheel and Axle Plant at Durgapur since uts installation

“For wheelsets, capacity at the one million tonne stage was
45,000 sets—broad gauge wheelsets 38,800 and metre gauge
wheelsets 6200. The Wheel and Axle Plant has been ex-
panded in the 1.6 million tonne expansion and its capa-
city becomes 75,000 sets—broad gauge 61,000 and metre
gauge 14,000. The plant design has mainly been to pro-
duce B.G. and M.G. wheelsets and there is little flexibi-
lity for manufacture of other designs or sizes. However.
Railway Board have suggested that since Durgapur Steel
Plant is the major Wheel and Axle Plant in India, neces-
sary flexibility to manufacture new designs should be
provided for.”

Number of wheels and axles turned out during 1962-63.
“Information about production of loose wheels and axles is
being collected. The total number of wheel sets—20 ton,
16 ton, 12 ton and 10 ton—produced from 1962-63 to 1967-
68 is 99611.”

Number of wheels and axles actually suplied to Railways.
“Number of wheelsets supplied to the Railways during the
same period was 99115. Number of loose wheels and axles
was T445.”

Number of wheels and axles which could not be supplied to Railtcays
against their indents.

“Information is being collected.”
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Progress made to improve the working of the plant in the light of
the recommendations of the Pande Committee and the report
of the British Experts.

“There are seven recommendations in the Report of the Pande
Commilittee relating specially to the Wheel and Axle Plant.
Considerable progress has been made in their imple-
mentation. For instance, inter-stage inspection has by
and large been implemented. This is being done with the
object of ensuring that defective materials are screened
early in the process and not at the final stage of inspection.
This will establish control over rejections. A progress
planning cell with one Genera] Foreman and one Assistant
Foreman has been set up already. A team of one Charge-
man and one Assistant Forman of Mechanical maintenance
has been sent to UK. for training in the reconditioning
of the machines. The incentive system is being studied un-
der the guidance of the Consultative Group of the Hyder-
abad Staff College. Improvements have been brought
about in the system of the maintenance including preven-
tive maintenance. Maintenance arrangements has also
been partially de-centralised and the Superintendent of
the Department is now responsible for dav-to-day mainte-
nance.”

“The Report of the British Experts sets out detailed recom-
mendations for securing qualitative and gquantitative im-
provement in steel making and for wheel and axle pro-
duction and in the various manufacturing stages in the
Wheel and Axle Plant. The major recommendations are
improvement in Labour discipline, improving of steel
making quality, introduction of inter-stage inspection to
control various processes, separate produciion planning
and progress cell, maintenance to be decentralised, etc.
Action has been initiated on most of these recommenda-
tions. The following will illustrate: —

(i) To control the silicon content in the hot metal input in
the open-hearth furnaces, the desiliconiding facilities
with which the plant has been provided, have been
pressed into use.

(i) A new control chart showing melting and tapping tem-
peratures in the open hearth furnaces has been introduc-
ed in order to control the steel making process.

(ii) The qualitative and quantitative output of the open
hearth furnaces and particularly the 109 tonne furnace
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now 120 tonnes, meanth for wheel-steel, was significant-
ly affected by shortage of ingot moulds of proper
quality. The position in this regard has substantially
improved. Since the output of Durgapur Foundry has
been continuously affected by labour treubles, the par-
chase of moulds from market sourczs has been aug-
mented.

(iv) The quality of refractories, procured frorm indigenous
sources, has been one of the causes for rejections. To im-
prove the quality of these refractories. men have been
posted at the works of the refractory manufactures to
supervise production and provide technicri guidance.
Necessary trials with bricks from various Refractories
are also being undertaken to find out the bricks most
suitable for wheel-steel making.

“To remove imbalances in the machining capaciiyv, a Centreless
Grinding Machine, an Axle roughing lathe and two wheel-
set rectification lathes have been acquired and arce uander
process of installation. It is expected that this will be
completed by the end of this year.”

“The capacity of the 100 tonne open hearth furnace foer wheel-
steel has been increased to 120 tonnes. Wheel-steel has

also been procured from the Alloy Steel Plant when re-
quired.”.

“The improvements that have been already effected and those
in train in operational practices. systems and procedures
should secure a significant increase in the ouiput of the
Wheel and Axle Plant. There would be 2 qualitative
improvement also in performance in terms of lower rates
of rejections and higher yields. The quantitative and
qualitative improvements are, however, contingent on an

improvement in industrial relations of which there are
hardly any signs.”

1.62. The Committee note that the Wheel and Axle Plant at Durga-
pur has the capacity to meet the requirements of the Railways for
wheelsets required for wagons and coaches. However, due to “quali-
tative and quantitative deficiencies in production, the Plant has not
been able to supply the full quantum of 30,000 wheel sets promised
from 1963-64 onwards. The maximum supply effected was 23407 in
1965-66 and since then the supplies have been progressively coming
down, rendering reliance on foreign suppliers inevitable. How in-
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adequate the progress has been would be evident from the fact that,
in 1967-68, the foreign exchange expended on imports of wheel sets,
loose wheels, tyres etc. was Rs. 4.20 crores; or nearly as much as that
in 1963-64 (i.e., Rs. 5.10 crores).

1.63. The Committee note that the question of imiproving the per-
formance of the Wheel and Axle Plant at Durgapur was the subject
of study by the Pandey Committee as well as by a team of British
experts, The Committee hope that with the implementation of the
recommendations of these two teams, the Plant will be geared up teo
supply quality Wheels and Axles in requisite numbers,



CHAPTER 11

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN
ACCEPTED BY GOVERNMENT

Recommendations (Para 1.20 & 1.21)

The Committee are surprised at the explanations given by the
Ministry of Railways (Railway Board). In the note furnished to
the Committee (Para 1.3), the Ministry had explained that “produc-
tion estimates and plans for expansion are obtained, analysed and
used for developing traffic forecasts” and that estimates are “cross
checked with empirical data of past growth patterns and firm fore-
casts are then developed.” In the course of evidence, however, the
Ministry stated that they were ‘“dependent on the forecasts given
by others” viz., the Planning Commission and other Ministries. The
Planning Commission was responsible for the overall coordination
and planning and it was not necessary on the part of the Railway
Board to duplicate arrangements “for going into details.” It was,
therefore, contended that the Ministry of Railways were concerned
with the task of building rail transport which they carried out.

Apparently, the two statements made by the Ministry of Rail-
wayvs are at variance with each other. The Railways have a sizeable
establishment for ‘planning’ in the Railway Board as well as the zonal
Headquarters of the Railwavs. The Committee are inclined to agree
with the views of the Financial Commissioner that “so far as the
Railways are concerned, theyv should take the responsibility of pro-
jections of traffic target.”

(Para 1.22):

From the facts placed before them, the Committee cannot help
feeling that, from the very beginning, planning in respect of goods
traffic was far from realistic. As stated in the Ministry of Railways’
note (para 1.4), when the first estimates were prepared in 1960, the
production targets in the major industrial sectors had not taken final
shape and a precise indication about financial outlay was not avail-
able. The final estimates included in the Plan were, therefore, ten-
tative. In fact the Third Five Year Plan specifically stated:

“Furthermore, since tue overall estimates of traffic can only be
treated as tentative at this stage, thev will be subject to
constant review in the light of the actual trends.”

65



(Para 1.23):

The Committee regret to note that subsequent reviews as con-
templated in the Plan were not made and rail programmes not
coordinated with the production levels reached in the major indus-
tries. The actual materialisation of traffic from year to year was

not kept in view.

(Para 1.24):

It is not businesslike for a commercial organisation like the Rail-
ways merely to accept the statements assessments of other Minist-
ries without critically examining the position themselves. Even
when estimated traffic was not forthcoming, the Ministry of Rail-
ways did not promptly reduce or revise the programmes merely be-
cause “everybody was confident” that they would produce the goods.

(Para 1.27):

The Committee note that the comparisons of traffic anticipations
and actuals made in the note submitted by the Ministry of Railways
are based on the revised estimates prepared in January, 1962, and
November, 1963, and not on the estimates prepared for the Conven-
tions Committee in October, 1960, and for the Third Plan in March,
1961. As indicated in the Audit Report there was a wide gap bet-
ween the actual traffic and that anticipated in October, 1960. Even
in the case of estimates of January, 1962, the Committee note that,
while the increase in traffic estimated for the first two years of the
Plan over the traffic moved in the last year of the Second Plan was
only 21.9 million tonnes, an increase of 85.9 million tonnes was anti-
cipated over the next three years. The Committee are, therefore,
forced to conclude that while formulating their Plan the Ministry
of Railways did not pay due regard to the actual trends of traffic.
It is regrettable that heavy capital expenditure was incurred in
creating traffic capacity far in excess of the requirements on the
basis of mere hopes and expectations. Scarce resources which could
have been utilised for mere productive purposes were blocked.

(Para 1.30):

The Committee trust that the Ministry of Railways will put to
better use the existing staff for planning at different levels both in
the Railway Board and at Headquarters of Zonal Railways in order
to avoid the recurrence of a similar situation.

(5.No. 1, 2,3, 4,5 &7, Appendix XV of 22nd Report, 1967-68) .
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Action taken

The observations of the Committee are noted.

The Ministry of Railways would, however, venture to reiterate
the process of planning for rail transport as it has existed so far and
which was operative when the Third Five Year Plan was developed.

Under the present system of planning at the Central level, final
pattern of economic growth to be aimed at, is laid down by the Plan-
ning Commission in consultation with various Central Ministries.
This necessarily assumed an analysis of the requirements and capabi-
lities of various sectors of the economy; from these are built up pro-
duction and demand projections for the major industrial and agricul-
tural products. The Rzilway plan is derived from the co-efficients
of rail transport for various commodities in the past, corrected by
such specific information, e.g., movement of iron ore for export, and
the movement of raw materials for the steel plants, as may be avaii-
able for the future.

In the above process, the Railways can only exercise a broad eco-
nomic judgment on the demand/production projections made by the
Economic Ministries and approved of by the Planning Commission.
Where the Railways can contribute special knowledge is the actual
pattern of growth of rail traffic in the past. Such empirical data is
used to review the anticipations of rail transport requirements and
to correct them, wherever necessary. Beyond this, the ability of the
Ministry of Railways to reject or re-shape the estimates developed by
the other Ministries, is somewhat limited as drastic reductions would
be full of risk to the economy in the event of a shortfall in rail trans-
port capacity.

Along with the production of data relating to rail transport pat-
terns in the past, the Ministry of Railways maintain a close watch on
the actual materialisation of traffic. The targets of traffic initially
adopted are subject to review so as to match its actual growth with
the development of transport capacity. That six such reviews were
actually carried out even for the Third Plan would be clear from
the information supplied to the Committee, and reproduced at page
89 of the P.A.C. Report.

In so far as the remarks of the Financial Commissioner, Railways
(quoted by the Committee), are concerned, these were made in the
overall context of transport planning as outlined above; the intention
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was to accept the responsibility of this Ministry for developing esti-
mates of rail transport requirements of various commodities, based
on the demand and production estimates received from the other
Ministries with appropriate corrections, wherever possible, in the
light of the projections of the pattern of past growth.

For the future, a closer association of the Ministry of Railways
with the planning process as a whole is being ensured. 'This Minis-
try is represented in the Working Groups set up by the various Minis-
tries in association with the Planning Commission to develop pro-
duction and demand projections for various commodities. The ex-
perience of the Railwayvs in the past is being brought to bear, along
with that of the other Ministries, in making these projections; and
the financial and technical status of all new projects is being critical-
ly examined before accepting their contribution as firm for the new
Fourth Plan. The process of review and evaluation has also been
tightened up. Regular meetings are being held with the Planning
Commission every three months or so, to review the actual develop-
ment of rail traffic as against anticipations, so as to adjust the rail
transport plan according to requirements from time to iime.

- It is considered that the above two changes in the approach to
rail transport planning will help to make it as realistic as possible.

Further, during the Third Five Year Plan as many as six reviews
were carried out, the details of which have already been given to the
Public Accounts Committee and reproduced at Annexure ‘A’ at page
89 of the Report. It is true that the mid term appraisal indicated a
shortfall in traffic but at that stage it was envisaged that this was a
temporary set back likely to be largely made good in the later years.
"The heavy shortfall in the last two years was a late development and
at that stage only limited steps could be taken to effect economy in
expenditure to the extent possible.

The need for improving the planning procedures is accepted. In
the past, planning for additional transport capacity was based on pro-
duction targets adopted for the various sectors of the economy, con-
verted into rail transport requirements. It has now been decided
to co-relate traffic projections more closely with the demand pattern
rather than the production capacities, as done earlier. 1t has also
been decided to increase the frequency of coordination with the
Planning Commission and other Ministries and improve the Rail-
ways’ own methods of evaluating transport requirements. With
this end in view quarterly meetings are now being held with the
Planning Commission and other Ministries concerned, when adjust-
ments in annual plan targets are made, wherever necessary, in the
light of the latest developments,
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Comments of the Audit.

The Committee have recommended that Railways as a commer-
cial organisation, should be responsible for the planning of Rail trans-
port. While the methodology explained in the Action Taken
Note that the Railway plan is evolved from the plans evolved for
other sectors of economy seems unexceptionable, the determination
of precise traffic forecasts and the physical requirements derived
therefrom as well as the subsequent adjustments in the traffic fore-
casts and the corresponding physical requirements are more appro-
priately dealt with by the Ministry of Railways themselves. Accept-
ance of this position would, perhaps, meet the recommendations of

the Committee.

Further comments of the Ministry of Railways (Railway Board),

The new methodology of planning has already been explained to
the Public Accounts Committee. To elucidate it further, the plan-
ning process falls into two major parts. The first concerns the for-
mulation of rail traffic estimates. based on the projections of demand|
production of major commodities received from various Economic
Ministries. The second part consist in translating these traffic pro-
jections into their rail transport equivalents, and the investment
planning needed to achieve these physical targets.

The starting point of the first part of the process is naturally
the demand production estimates made out by other Ministries. An
Inter-Ministerial Working Group will thereafter review these pro-
jections, examine them in the light of the past indices of rail traffic
growth, and arrive at rail transport estimates. The Ministry of
Railways is represented on this Group and will naturalv exercise
whatever moderation is possible, and considered necessary in the
light of the Railwavs' own experience.

The second part of the process is naturally the responsibility of
the Ministry of Railways, exercised jointly with the Planning Com-
mission in respect of the overall Plan size as well as the outlay pro-
posed. and in respect of large, individual new projects on the Rail-
wavs.

Subsequent adjustments in traffic forecasts, and the corresponding
physical requirements, will be made by this Ministry in consultaticn
with the Planning Commission and the other Ministries. A Review
Group has already been set up for this purpose, and meets at inter-
vals, under the auspices of the Planning Commission.
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Further comments of the Audit

It is suggested that the Audit observations along with the Minis-
try’s remarks thereon, on which we have no further comments, may
be forwarded to the Lok Sabha Secretariat.

[Ministry of Railways O.M. No. 68-B/(C)-PAC/IV22(0) dated
3-12-1968.1

Recommendation

The part played by the Planning Commission also calls for com-
ment. The Commission, which was in overall charge of laying down
the targets and for coordinating the efforts of different sectors to.
achieve the objectives, did not exercise any check on the Railways
incurring heavy capital expenditure without corelating it to traffic
requirements. Even as late as November, 1963, at the time of the
Mid-term appraisal of the Plan, although it was evident that goods
traffic would not come upto expectations, the Ministry of Railways
were allowed to carry out the rail transport programmes.

(S. No. 6, Appendix XV, Para 1.28 of the Report).

Action taken
The observations of the Committee are noted.

It has been decided in consultation with the Railway Board that a
small group in the Planning Commission, with which the Ministry
of Railways, other Ministries concerned and the Divisions of the
Planning Commission will be associated, will review periodically
(say, every quarter) the estimates ~f growth of railway traffic. In
making this review, the Group will take into account the targets of
production of major commodities and past trends in the production
and rail movement of these commodities. In the past, the traffic
targets were reviewed generally at the time of formulation of annual
plans or when specific requests were received from the Railwayv
Board for adjustments in traffic targets or financial allocations. It
is expected that an exercise of this nature on a quarterly basis will
help in making suitable adjustments in the investments in railway
programines.

[Planning Commission O.M. No. T & C 7(30)67 dated 5-10-1968*].
Further Information
1.49. Consequently, the Committee desired to be furnished with
the following further information:

(1) What were the quantities of raw materials and finished

products, for Steel Plants moved by rail during the
Secomd Five Year Plan?

*See further reply of the Planning Commission at pages 117124,
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(2) What yardstick was adopted during the Secand and Third
Plans to estimate the traffic of raw materials and finished
products to be moved by the Railways? If the yardstick
was modified during the course of the Second and Third
Plans, the modifications made and the reasons therefor?

(3) The quantities of raw materials and finished products
actually moved by rail during the Third Plan period.
How does this compare with the basis adopted for the
yardstick.

(4) On what basis have the requirements for movement of
raw materials and finished products for steel plants been
estimated for the Fourth Five Year Plan period.

(5) What has been the actual experience in 1966-67 and
1967-68?

(6) Has the yardstick been modified in the light of experi-
ence? If so, in what respects?

1.50. The Committee regret that Government have not furnish-
ed the requisite information despite a reminder. The Committee
are surprised that the Department of Iron and Stee] have not been
able to indicate any basis for the yardstick adopted by them to
determine the traffic of raw materials and the finished products of
Steel Plants required to be moved by the Railways during the Third
Plan period. It appears that Government did not pay close atten-
tion to this vital matter while fixing initially or revising upward
the targets for the movement of traffic by rail for the Stee]l Plants
turing the Plan period. The Committee suggest that Government
should from now on review carefully vardsticks for the move-
ment of raw materials and finished products by rail in the light of
experience gathered in this behalf during the last ten years so as to
have realistic targets and avoid a shortfall to the extent of more
than 33 per cent which occurred due to unrealistic planning in
Third Plan. (S. No. 11).

S. No. 11—Appendix XV of 22nd Report (1967-68).

Reply

1.49 (1). A statement containing information in respect of quan-
tities of raw materials and finished products for Steel Plants moved
by rail during the Second Five Year Plan and Third Five Year
Plan is enclosed. (Appendix I).
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(2) By the end of Second Five Year Plan, all the units of the
one Million tonnes Steel Plant at Bhilai, Rourkela and Durgapur had
not been commissioned. The Plants went into operation fully dur-
ing the Third Plan period. The requirement of the raw materials
during the Third Five Year Plan was assessed in April, 1959 on the
basis that about 2.9 tonnes of raw materials (other than coal) would
be required for every tonne of steel. Subsequently the Coordina-
tion Committee on Expansion of the Steel Plants of Public Sector in
June, 1960 revised the requirement of the raw materials. The re-
quirement then re-assessed for the three steel plants worked out
to an average of 2.76 tonnes of raw materiais excluding coa] for
one tonne of steel. The recommendation of the Co-ordination Com-
mittee was subsequently discussed at an  inter-Ministerial
meeting consisting of representatives of Department of Iron and
Steel, Ministry of Commerce, Planning Commission, Ministry of
Irrigation and Power, Ministry of Railways and Ministry of Finance,
held in October, 1960. The Committee had observed that the
sources of raw materials had changed somewhat resulting in longer
leads, particularly of limestones, dolomite and manganese ore.
These had resulted in higher requirements nf wagons.

(3) The information is contained in the statement attached and
which is referred to in reply to (1) above. The average of the ratio
worked out in the statements for the three steel plants compares
fairly satisfactorily with the ratio of 2:76 worked out on the basis
of requirement of raw materials assessed by the Co-ordination Com-
mittee for Steel Plants referred to above

(4) A tentative estimate of requirements of raw materials for
Fourth Plan has been worked out on the basis of the assessment
made in the Project Report for expanded Plants. The experience
gained by Hindustan Steel Ltd., during the past years has also
been taken into account in assessing the requirements. This assess-
ment will be further reviewed.

(5) The comparative figures of raw materials actually moved
during the years 1966-67 and 1967-68 have also been given in the

statement attached. (Appendix I).

(6) The experience gained during the past years will be taken
into account while finalising the requirement for Fourth Plan and
the yard-stick will also be modified suitably.
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1.50. The observation made by the Committee has been noted.
The past experience will be taken into account and a more realistic
yardstick will be evolved to form the basis for assessment of target
of the requirement of raw materials for the Fourth Plan.

[Ministry of Steel (Deptt. of Iron and Steel) D.O. Letter No. Parl.
(9) 5/68 dt. 21-9-691.
Further Information
Please furnish the following information: —

(i) Minutes of the meeting of Coordination Committee on
Expansion of Steel Plants held in June, 1960 when they
revised the requirements of raw materials.

(i) Minutes of the Inter-Ministerial meeting consisting of the
representatives of the Planning Commission, Department
of Iron and Steel, Ministries of Commerce, Irrigation and
Power, Railways and Finance held in October, 1960. It.
should be clarified whether the Inter-Ministerial Committee
laid down any yardstick for estimating the require-
ments of raw materials.

(iii) Whether the vardstick of 2.76 tonnes of raw material for
one tonne of steel, assumed for purpose of transport re-
quirements, was revised as a result of Inter-Ministerial
meeting and if so what was the revised vardstick adopted.
What is the yardstick now being adopted?

(iv) (a) the tentative estimate of requirements of raw material
for Fourth Plan on the basis of the assessment made in the
Project Reports for expanded plants;

(b) the experience gained by the Hindustan Steel Limited
during the past years in assessing the requirements of raw
materials for Steel Plants:
(¢) the result of the review of the assessment.
Reply
(1) A copyv of the minutes of the meeting of the Coordination
Committee on Expansion of Steel Plants held on 13th June 1960 is
enclosed.*

(ii) A copy of the minutes of Inter-Ministerial meeting consisting
of representatives of Planning Commission, Department of Iron and
Steel, Ministries of Commerce, Irrigation and Power, Railways and’
Finance he!d on 28-10-60 is enclosed.* No yardstick for estimating
the requirement of raw materials was laid Yown at the Inter-Minis-
terial Meeting.

*Not printed.



74

(iii) It may be clarified here that no yardstick for consumption of
raw materials was ever laid down or assumed. The average of
Rs. 2' 76 tonnes of raw materials excluding coal for one tonne of steel
intimateg in reply to para 1.49(2) of the Public Accounts Committee
Report is the ratio that was arrived at on the basis of the total
assessment of requirement of raw material made by the Coordina-
tion Committee for the three steel plants at Durgapur, Rourkela and
Bhilai. Total requirements of raw materials for steel production
were estimated and this as related to steel production gave the
‘Ratio’ of 2.76 indicated above. Therefore it is not as if, the require-
ment of raw materials were worked out or revised on the basis of a
vardstick.

The requirement of raw materials estimated by the Coordination
Committee was not revised at the Inter-Ministerial meeting. As
intimated in reply to para 1.49(2), it was observed in the meeting
‘that the sources of raw materials had also changed somewhat result-
ing in longer leads, particularly for limestone, dolomite and manga-
Tnese ore.

The basis now adopted in calculating the requirement of raw
material, is the norms of consumption of raw materials that goes
into the production process. The norm would depend upon the fol-
lowing factors: —

(a) Quality of raw materials—Chemical znd Physical.
(b) Changes in technological process like say.

(i) Use of super self fluxed sinter in the Blast Furnace Iron
Making Process.

(i) Intensive use of oxygen in Open Hearth Steel Making
Process.

(¢) Growth of operating skill.

Raw material requirement also depends on Base Production
targets like Hot Metal and Ingot steel. These are normally fixed
based on Technical capacity of the shops vis-a-vis Demand forecast,
for the saleable products.

(iv) (a) On the basis of the estimates in the detailed project
Teports for the three expanded plants are the estimates for the sixth
blast furnace at Bhilai, the total requirement of raw materials other
‘than coal over the 4th Plan period would be 77 million tonnes.
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(iv) (b) and (c): The experience of the past years has proved
that detailed assessment of each and every raw material should be
made year-wise for each plant based on the following factors:—

1. Fixation of targets for Hot Metal and ingot steel allowing
for demand forecast for products and technical limitations
of the plant.

2. Adoption of realistic consumption rates of major materials—
giving due consideration for quality and technological
improvement in the process; and

3. Total raw materia]l requirement should not be assessed on
the basis of a single overall ratio or yardstick as related to
saleable production.

On the basis of the above the raw material requirements other
‘than coal as estimated at this stage would be roughly 83 million
tonnes.

[Ministry of Steel, Mines and Metals— (Department of Iron & Steel—-
D.O. letter No. Parl(9)-5/69 dt. 9-12-68]

Recommendation

The Committee cannot but feel unhappy at the manner in which
the estimated target for the movement of general goods traffic was
revised from 87.9 million tonnes, as envisaged in the original Third
Plan estimates (March 1961), to 98 million tonnes in January, 1962.
This was done on the assumption that the traffic which could have
been carried by the Railways in 1960-61 should be assumed to be
87.5 million tonnes instead of the actual 82.5 million tonnes. The
Committee consider that the Planning Commission could and should
have exercised the necessarv check to curb the persistent tendency
of the Railway Board to overestimate traffic requirements. The
Committee would like the Planning Commission and Government to
exercise caution in revising the targets upwards so as to avoid the
recarrence of such cases of unrealistic planning which result in over-
canitalisation,

(S. No. 12, Appendix XV, Para 157 of the Report).

Action taken
The observations of the Committee are noted.
It has been decided in consultation with the Railway Board that
a small group in the Planning Commission, with which the Ministry
of Railways, other Ministries concerned and the Divisions ot the
Plannng Commission will be associated. will review periodically
(say. every quarter) the estimates of growth of railway traffic. In

3152¢a LS8
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making this review, the Group will take into account the targets of
production of major commodities and past trends in the production
and rail movement of these commodities. In the past, the traffic
targets were reviewed generally at the time of formulation of annual
plans or when specific requests were received from the Railway
Board for adjustments in traffic targets or financial allocations. It is
expected that an exercise of this nature on a quarterly basis will
help in making suitable adjustments in the investments in railway
programmes.

[Planning Commission O.M. No. T&C /7(30)67 dated 5-10-68*].

Recommendation

The Committee regret to observe that, even in the case of mate-
rial required for their own use, the estimates prepared by the Rail-
way Board were not precise.

(S. No. 13, Appendix XV, Para 1.60 of 22nd Report).

Action taken

The observations of the Committee are noted. The Ministry of
Railways would however like to add by way of clarification that the
shortfall in the targets of Railways’ own materials was due to re-
duced construction activities caused by postponement of many of the
Railways’ development programmes. in turn caused by reduced traffic
anticipations.

[Ministry of Railways (Rly. Board) O.M. No. 68-13(¢)-PAC.IV . 22(0)
dated 20-9-681.

Recommendation

The Committee are not convinced by the explanation that efforts
were made by the Railways to find the cheapest means to meet the
anticipated increase in traffic. They regret to find that in the case
of as many as 16 works including twelve works of doubling of tracks
costing Rs. 27.03 crores, the capacity actually utilised in 1965-66 was
less than the capacity available before the works were undertaken.
The Committee strongly deprecate the tendency of the Railways to
go in for works, including doubling of track without critically exam-
ining their economics. The Committee would like the Railways to
review the Works Programime particularly for works to increase the
capacity and doubling of track in the light of experience gained dur-
ing the Third Plan so as to minimise what would otherwise be in-
fructuous expenditure.

(S. No. 15, Appendix XV, Para 2.16 of 22nd Report).

*See further information furnished by the"Planning Commission
at pages 117124,
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Action taken

This recommendation is being acted upon. The Annual Works
Programme is critically examined in the light of experience gained
and a detailed examination of the economics of each item is under-
taken before a work is included in the Final Works Programme. The
criterion for sanctioning a capital work is whether it is financially
justified on the basis of anticipated traffic. On certain occasions,
however, the Railways have to undertake for operational require-
ments certain works which may not be justified financially. On such
occasions the cost of such works is not charged to Capital but to the
Development Fund.

This has been seen by Audit.

[Ministry of Railways (Rly. Board) (O.M. No. 68-B(C)-PAC 'TV/
22(0) dated 3-12-68)1].

Recommendation

The Committee note that the Ministry have now changed the
methodology of planning from a production-oriented to a demand-
oriented one, and also undertaken to scrutinise in detail the demand
projections for rail traffic for major commodities. The Committee
hope that, with this change in methodologyv, the traffic forecasts of
the Railways would be more realistic than hitherto. The Committee
suggest that the Railways should critically review the methodology
of planning in the light of experience at intervals of a year or two.

(S. No. 16, Appendix XV, Para 2.17 of 22nd Report)
Action taken
This recommendation is noted for necessarv action in future.
This has been seen by Audit.

[Ministry of Railways (Rly. Board) (O.M. No. 68-B(C)-PAC. TV 22
(O) dated 3-12-1968) ].
Further Information

Please furnish a note indicating the action taken to review the
methodology of planning.
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Reply

The Committee have already noted the changes recently made in
the methodology of planning. As recommended by the Committee,
‘the Ministry of Railways will review the methodology of planning in
the light of experience at intervals of a year or two.

[Ministry of Railways (Railwayv Board) O.M. No. 68-B (C) /IV/22(0O)
dated 23-11-1968].

Recommendation

At another place in this Report, dealing with paras 16 and 17 of
the Audit Report, the Committee have expressed their concern over
the delay in developing indigenous capacity for manufacture of die-
sel and electric locomotives. The Committee desire that efforts
should be directed towards establishing production of diesel and
electric locomotives in the country at competitive cost so that im-
ports of these locomotives are minimised.

(S. No. 17, Appendix XV, Para 2.21 of 22nd Report).

Action taken

Adequate facilities for the production of diesel and electric loco-
motives in the Diesel Locomotive Works, Varanasi (D.L.W.) and the
Chittaranjan Locomotive Works., Chittaranjan (C.L.W.) have been
provided in the form of machinery and plant. man-power and tech-
nical ‘know-how' and the full preduction capacity is progressively
being utilised to meet the traffic requirements. The actual outrut
of diesel and electric locomotives is, however, dependent on the
simultanecus development of indigenous capacity for manufacture
of certain components like electrical equipment from HE. (1) Ltd..
Bhopal. wheels and axles from Durgapur Steel Plant, crankshafis
from Heavy Engineering Corporation. Ranchi. etc., the availability
of adequate funds and of foreign exchange for import of compon-
ents not available from indigenous sources and the receipt of timely
supply of imported components. which are not always within the
control of the Ministry of Railways. Sustained efforts are, however,
made to obtain the components matching the production pro-
gramme. It is hoped that in the next 4 to 5 years time it will be
possible to meet fully the requirements of electric and diesel locomo-
tives from the output of CLW. and DLW,

2. As complete B.G. Main Line Diesel Electric Locomotives have
not been recently imported since January, 1965, a direct comparison
with imported cost is not possible, and only an approximate esti-
mate of the cost of an imported locomotive can be attempted. The



79

tender price of the last purchase of a complete locomotive (in 1963)
was the lowest since 1961. This was presumably so because of the
keen competition between two firms, one of which had entered into
a Collaboration Agreement for the manufacture of diesel locomo-
tives at Varanasi. On the basis of this rock-bottom price, the land-
ed cost for a complete locomotive works out to Rs. 24 lakhs appro-
ximately at the post-devaluation rates, and, after suitable escala-
tion, to about Rs. 25-5 lakhs. As against this figure of Rs. 25-5
lakhs, the cost of manufacture of similar locos in D.L.W., as per the
cost Report for the locos turned out during the period October 1967
to December 1967 was Rs. 21-93 lakhs (excluding proforma charges
i.e. charges not actually booked in the financial accounts of the
Production Unit, but which can be considered as a part of the cost
of production wviz. dividend payable to the General Revenue on the
capital invested on the Unit, share of the unit of the cost of Railway
Board and Statutory Audit, and the deferred liability in respect of
special contribution to Provident Fund payable to the staff of the
Unit) and about Rs. 25-58 lakhs (including those proforma charges).
It will thus be seen that the difference between the landed and pro-
duction costs is of the order of only Rs. 8,000. 1t is possible, with
gradual increase in production reaching upto the rated capacity of
the production unit. that the gap between the imported and indi-
genous costs will narrow further and also bhe reversed.

3. Regarding the Electric locomotives. the last purchase price for
a completely imported locomotive pertains to November 1963, for
10 locomotives onlyv. which were supplied with silicon rectifiers for
the first time. Taking into consideration the reduction in the prices
on account of mass development of silicon rectifiers, it is estimated
that the present day landed cost of the imported electric locomo-
tives may be roughly Rs. 22-5 lakhs, against which the average cost
of production in CL.W. in 1967-68 was about Rs. 18 lakhs (exclud-
ing proforma charges) and about Rs. 20 lakhs (including proforma

charges).

This has been seen by Audit.

[Ministry of Railways (Railway Board) OM. No 68-B(C)-PAC’
IV/22(0) dt. 3-12-1968]7.

Recommmendation

The Railwavs have by now gathered sufficient experience of the
working and economic returns flowing from dieselisation and elec-
trification. The Committee would like the Railways to evolve a
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suitable set of economic criteria to decide the desirability of dieseli-
sation or electrification of particular sections on the Railways in the
light of traffic offering and traffic projections, so as to ensure the
best utilisation of resources.

(S. No. 18 Appendix XV of 22nd Report, 1967-68)

Action taken

Dieselisation and Electrification of traction are introduced only
on high density traffic routes where steam traction is at a dis-
advantage. Modernisation of traction is undertaken only after es-
tablishing the economic advantages of Diesel/Electric traction over
steam traction through 2 series of economic studies.

This has been seen by Audit.

[Ministry of Railways (Railway Board) O.M. No. 68-B(C)-PAC. 'TV.
22(0) dt. 3-12-19681.
z.
Further Information

Please furnish a comprehensive note indicating the criteria
adopted for dieselisation or electrification of Sections.

Reply

It has been recognised for at least a decade now that gradual
change-over to electric ‘diesel traction is inescapable if Indian Rail-
ways are to be modernised and equipped to carry the traffic genera-
ted by planned economic development, particularly the growth of
basic industries like steel, coal, cement. mining, etc. But program-
mes of electrification and diesclisation are tailored to meet actual
requirements of traffic on various sections. They are also governed
bv availabilitv of funds and diesel as well as electric locomotives.

Electrification and dieselisation are first considered for such sec-
tions where steam traction is unable to cope with the increasing
traffic demands. In this connection, it mav be mentioned that on
the B.G. it is considered that sections having a densitv range
of 7,500 to 20,000 net tonne kilometres and above should be covered
by the dieselisation ‘electrification programme. Some other factors
which have to be considered are whether a section is heavily grad-
ed. and if there is water shortage in the region ete.

The choice between diesel and electric traction depends on com-
parative costs, including foreign exchange. and also on factors like
contiguity to sections already electrified. availability of ample sup-
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plies of electric power at low cost, the anticipated continuous density
of traffic, and the fact that diesel power can be easily transferred if
the density goes down. Suburban sections where fast, frequent and
smokeless passenger services are required, are considered for elec-
trification.

Dieselisation or electrification of a section is carried out after
careful and thorough study of the economics and operational ad-
vantages.

[Ministry of Railways (Railway Board) O.M. No. 68-B(C)-PAC. 1V
22(0) dt. 23-11-1968].

Recommendation

The Committee notc that the letter dated 2nd December. 1964.
addressed by the Ministry of Railways to all wagon builders does
not indicate any reduction in the programme of procurement of
wagons. It only stipulates that the manufacturers should maintain
their outturn during the year 1964-65 at the same level as in the
previous vear. The Committee are. therefore. inclined to conclude
that even though it was clear to the Ministry of Railways at the
time of the Mid-term Appraisal, if not earlier. that traffic would be
perceptibly less than anticipated, no serious attempt was made to
curtail the programme of the procurement of wagons. The Com-
mittee propose to deal with this aspect in a subsequent Chapter.

(S. No. 19. Appendix XV. Para. 2.27 of 22nd Report).
Action taken

The observations of the Committee are noted. 1t is. however,
submitted that at the time of Mid-term Appraisal or immediatelyv
thereafter, no steps were taken to curtail the wagon building pro-
gramme as it was anticipated that the slower growth in traffic would
be a temporary phase and it was likely to pick up during the closing
stages of the Plan. Although the wagon builders were advised in
a letter issued on 27-6-64 (copy enclosed) that the requirements of
wagons during 1964-65 were estimated to be above those in 1963-64.
no specific indication was given to them as to what the actual re-
guirements would be. They were told this would be advised sepa-
ratelv. A review of the position after five months. i.e.. in Novem-
ber 1964, was followed by a preliminary warning to the wagon
builders in Railwav Board's letter of 2nd December, 1964 advising
them to maintain their outturn during the vear 1964-65 at the same
level as in the previous year. It was onlv subsequent to January
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1965, when a steep decline in the anticipation of traffic volumes had
been accepted, that a reduction in the development programme of
the Railways became essential and a cut back was effected in the
wagon building programme.

[Ministry of Railways (Railway Board) O.M. No. 68-B(C)-PAC./
1V/22(0) dt. 7-10-1968].

Express Delivery.
(GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS
(Raiway Boarp)
Rail Bhavan,

New Delhi, dated 27th June. 1964.

No. 64/RS(B) 957 12
To

16 Wagon Builders.

Dear Sirs,

From July, 1964 vou would be taking up production against the
wagon building year 64/65. The production requirements of wagons
during 64 65 are estimated to be well above those in 63,64. It is,
therefore, necessary to gear up your capacity to match the increased
production for the ensuing wagon building year.

2. A separate communication on the subject of production expect-
ed from vour firm wil] follow shortly. In the meantime certain in-
formation is required by the Board regarding components as falling
in the category of Steel Castings, Forgings, Pressings, Iron-Castings.
and Miscellaneous Fittings, etc., which being in short supply restrict-
ed production of wagons during the past vear and are likely to res-
trict production during 1964-65 as well. In order to make a realistic
assessment of quantitative shortage of such components in the Wagon
Production field, I have been directed by the Board to request vou
to please communicate information as per Proforma enclosed.

3. The receipt of this letter may kindly be acknowledged and reply
sent to reach the Board’s office not later than 15th July, 1964.

Yours faithfully,
Sd./- M. K. GAMKHAR
for Secretary, Railway Board.

DA 1



PROFORMA

Components for wagon manufacture in
short supply and restricting productior,
Name of the Wagon Builder :
Railway Workshop :

Description/ Classifica- ‘Lype of  Average Nos. re- Average Average Supplier
Drawing tion* wagon in quired per montlhy  monthly shortfall name
Reference of which useld to mee” wagon rcccjp[§ per month Remarks**
the components production re- in the six 4%
& weight rapprox quitements months
I 2 3 4 3 6 7 3

* Viz, Steel Custings. Yorgings, etc.

Yo Indicate if shortages from the supplicrs of components are due to ditficultics sucl as raw matenals, e, or lack of capacity.

£8
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Recommendation

The Committee would like to point out that the suburban traffic
on sections served by these E.M.U. Coaches has increased greatly
during the Third Plan period. The problem has been accentuated
by the fact that out of 694 EM.U. (A.C) coaches envisaged for
Third Plan for suburban lines only 477 EM.U. (A.C.) coaches were
actually manufactured, resulting in a shortfall of 217 EM.U. (A.C))
coaches. The Committee would like Government io pay special
attention to the nced for stepping up the manufacturing programme
of EM.U. coaches so that these can be pressed early into service to
relieve overcrowding.

(S. No. 21, Appendix XV Para No. 2.31 of 22nd Report).

Action taken

The Ministry of Railways are taking special steps to meet the
demands for EM.U. Coaches required for relieving overcrowding in
the suburban trains. As far as the manufacture of A.C. EM.U.
coaches by the Railwavs at the Integral Coach Factory. Perambur,
is concerned, the main difficulty has been the delay in the supply
of electric traction equipment by HEIL/Bhopal. which is trailing
behind the production plans of the Railways and also the various
revised promises made by HEIL. There have also been some hold-
ups in the supply of the brake equipment by M s. Saxbyv and Far-
mer, Calcutta, due to lock out in their factory and some technical
difficulties which arose in the production of air-blast circuit break-
ers by M/s. Hindustan Brown Boveri, Baroda. Action is heing taken
to overcome the problems of supply of various equipment and it is
expected that the full planned requirements of 763 A.C. EM.U.
coaches for the Eastern Railway and S.E. Railway for the planned
level of traffic upto 1970-71 should be completed in time by the In-
tegral Coach Factory. Perambur, Madras.

As far as the D.C. E.M.U. coaches required by the Central and
Western Railways are concerned. the only manufacturer so far has
been M/s. Jessop & Co. Calcutta, who have not vet been able to
meet the planned requirements of the Third Plan. M's. Jessop &
Co. had agreed to step up their manufacturing rate from 6 coaches
to 9 coaches per month from about the middle of 1968 but there has
been some delay in their implementing this proposal and it is now
expected that they will be in a position to do so from about the be-
ginning of 1969. Action has also been initiated by the Ministry of
Tailways to develop additional capacity at the Integral Coach Fac-
tory, Perambur. Madras. for manufacture of the D.C. EM.U. coaches
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for Central and Western Railways and the regular poduction is ex-
pected to start by about the latter half of 1969.

With the steps that are now being taken as indicated above efforts
will be made to supply the maximum possible EM.U. coaches to the
Central and Western Railways to meet their demands for replace-
ment of old coaches and for additional services to relieve over-
crowding. This will continue to receive the special attention of the
Ministrv of Railways.

[Ministry of Railways (Rly. Board) OM. No. 68-B(C)-PAC-1V/
22 (0). dated the 20th September, 1968].

Further Information
Please furnish the following information:

(i) The date by which I.C.F. is expected to turn out the
coaches required for S.E. and Eastern Railways.

(i) The requirements of (DC) EMU Coaches for Western
and Central Railways for the planned level of traffic upto
1970-71 and the extent to which this will be met from
various sources.

Reply

(i) As anticipated at present, the planned requirement of AC
EMU Stock for Eastern and South Eastern Railways are expected
to be turned out by ICF by about the middle of 1971. subject to the
availability of foreign exchange for import of necessary components
and timelyv supplv of equipment from indigenous sources like HEIL.
Hindustan Brown Boveri etc.

(ii) The requirements of DC EMU Coaches for Western and
Centra]l Railways for the planned level of traffic upto 1970-71. in-

cluding throw-forward from the 3rd Plan. vet to be supplied. are as
follows:

Raitway Replacement Addl
Account Account Towal
Central . : : : . 36 320 256
Western . ) . . . 130 219 349

Torar . . . 166 $39 7085
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The likely availability of DC EMU’s from the various sources is
expected to be as follows subject to the availability of foreign ex-
change for import of components and the programme of supplies of
equipments being adhered to by the indigenous suppliers.

By conversion By By Total Running
Year of coaches  Jessops ICE Total
transferred

from E. Rly.

1968-69 : 3 27 . 30 30
1969-70 : 51 9s 30 176 26
1970-71 - .. 10N T2 180 3IR6
1971-72 . .. 108 -2 180 566
1972-73 : - 84 55 139 ~03

It will be seen from the above that the present planned require-
ment of 705 DC EMU coaches is expected to be met by the end of

the year 1972.

[Ministry of Railways (Railway Board) O.M. No. F. 68-B(C)-PAC
IV/22 dt. 23-11-1968].

Recommendation

The Committee stress that, while continuing efforts to reduce the
import content of EM.U. coaches, care should be taken to see that
the cost of manufacture of these coaches in the country is competi-
tive with imported coaches of comparable quality and performance.

(S. No. 22, Appendix XV Para 233 of 22nd Report.)
Action taken

The Committee’s recommendations are noted and necessary ac-
tion will be taken. Bulk of the imported content for the manufac-
ture of EMU coaches is required by HEIL for the production of elec-
trical equipments. As reproduced in para 232 of the Committee’s
22nd Report under consideration, HEIL have gradually reduced the
import content of their equipment from ahout 64 per cent to 26
per cent.

[Ministry of Railways (Railway Board) OM. No. F. 68-D(C)-PAC/
1V /22 (0), dated the 20-9-1968].
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Further Information

Please furnish a statement showing the comparative cost of im-
ported and indigenously manufactured EMU coaches.

Reply

A strictly comparable cost of imported and indigenously manu-
factured EMU coaches are not available as some of the EMUs like
25 kV AC have not been fully imported and in the case of 1500 V DC
EMUs the last imported consignment pertain to 1956-57, where also
the composition and specifications were very much different from
those being manufactured indigenously. The figures for 3000 V DC
EMU stock which were nhtained both fully imported and also manu-
factured indigenously with imported electrical equipments are
available. The following available figures are furnished for having
a comparative idea:

(ar 25 KV AC EMUs: Manufactured at ICF and of 4-Coach Formation:

Rs. in lakhs

(i) With imported electricil equimpats o pre-Jdevalu-
ativn bsis in 1955-67 . . . ; . 13-64

(1) With imported clectrical equipmzars on post- devalua-
tion basis in 1955-67 . . . . . 15734

O With it digenously obtained ¢lrzorical egaipmr in
1955-67 . . . . ; . . . 14-88

h 3203 VDT EMUs of 3-0)0a:h Formation:

(y Comnleely imooried fon Svizelinditegsz-s3 . (-7

(11) Completely imported from West Germany in 1958-
59 . . . . . . . . . 11°54

Ji) Produc:d indigenously by Ms. Jessops & C). with
imported elecirical equipment in 1958-59. . . 12-00

0y 1500 V. DC EMUs of 3-Coach Formation  Produced by
M's. Jessops & Ch. with indigeaous electrical equipme nts

m 1965-66 . . . . . . . . 16:00
{d) 1500 V DU EMUs of 4-Coach Formwion ordered  from
Japan in 1956-57 . . . . . 15:00

[Ministry of Railways (Railway Board) OM XN §8-B(CY-DACY/
IV 22(0O) dated 23-11-1968].

Recommendation
3.6. The Committee find from the note furnished by the Ministry

of Railways that while the capital-at-charge per billion net tonne
kilometre adjusted to 1950-51 prices showed an improvement during
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the First and Second Plan periods, the ratio deteriorated during the
Third Plan period. In a subsequent note however, the Ministry have
stated that, adjusted to 1938-39 prices, there had been no deteriora-
tion in the capital out-put ratio in 1965-66. The Committee desire
that the discrepancies between the two sets of figures may be recti-
fied and the correct position of the capital out-put ratio supplied
to them.

3.7. The Committee desire to draw the pointed attention of Gov-
ernment to the fact that the capital assets on the Railways have
increased from Rs. 1,521 crores at the commencement of the Third
Plan to Rs. 2,680 crores at the end of the Plan, representing an in-
crease of 76 per cent. The Committee would like to point out in
this connection that the liability of the Railways on account of Divi-
dend to General Revenues has increased from Rs. 53.86 crores in
1960-61 to Rs. 103.78 crores in 1965-66. 1t is, therefore, of the utmost
importance that the Railways should clearly bear in mind the finan-
cial implications of increasing capital assets through borrowing from
the general exchequer so that they apply strict financial cannons in
deciding on any scheme for additional outlay.

(S. No. 23, Appendix XV. Para Nos. 3.6 and 3.7 of 22ud Report)

Action taken

Para 3.6

In the original reply to Question No. 4, the booked capital outlay
which included capital inwestments of various price levels from
yvear to Year was taken as equated capital-at-charge in the base vear
1950-51 and no attempt was made to equate the capital invested prior
to 1950-51 to the price level in 1950-51, although it was 150 per cent
more than in 1938-39. Had allowance for the variation of price levels
prior to 1950-51 and that of 1950-51 been made in the original replyv.
the capital-output ratio measured in terms of capital per billion net
tonne kilometres adjusted to 1950-51 prices would have shown im-
provement in the Third Plan period as well. This conclusion was
brought out by the Ministry in the subsequent note taking 1938-39
as the base.

In consultation with Audit it has been decided to adopt the year
1950-51 as the base allowing for increase in prices and wage levels
from year to year to the extent possible and also taking into account



89
the element of over-capitalisation. The result of this analysis is
furnished below:—

(In crores of Rs.)

Capital-at -charge ad-
justed to 1950-51
pricefwage  levels
per  billion net
tonne  kilometres
taking into account
the element of
over-capitalisation
{which hasnot been

equated).
1950-ST . . . . . . . 39-92
1955-56 . . . . . . . 3165
1960-61 . . . . . . . 26-47
1965-66 . . . . . . . 26-07

While. noting the observations of the Committee. the Ministry of
Railways would like to clarify the position further.

The dividend payable on fresh capital investment in the Railways,
according to the 1965 Railway Convention, is 6 per cent. It has becn
laid down that in respect of outlays chargeable to capital, the earn-
ings or the savings in working expenses expected to be realised
after meeting the average annual cost of service of the asset, should
vield a return of not less than 6.75 per cent on the estimated cost
of the work. The margin of 0.75 per cent over the current dividend
rate has been prescribed in order to cover possible variations in
estimating.

Expenditure incurred by the Railways on the acquisition of new
assets or on the improvement of existing assets has to be financially
justified before it can be allocated to Capital and no proposal for
expenditure is ordinarily considered as having been justified unless
it can be shown that the net return is not less than 6.75 per cent.
In computing the additional earnings or savings in working expenses
expected to accrue as a result of the proposed outlay, a careful assess-
ment is made of the past and likely future growth of traffic over a
period as a result of general development in traffic and with parti-
cular reference to the area served by the Railway and any specific
industrial complex being set up. To help in such additional traffic
being estimated with proper care and only after due investigation,
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the Board have instructed the Railways to undertake traffic surveys
not only in respect of proposals for the construction of new lines but
also for other major line capacity works. A copy of Board’s letter
No. 68/W4/CNL/0/8 dated 5-10-1968 is enclosed.

A watch on the actual return and the review of productivity of
outlays is also prescribed in the rules. In respect of new lines opened
for traffic, Railway Administrations submit to the Board a statement
of the financial results of their working starting with the first vear
after they are opened to traffic and upto the end of the 11th year. In
submitting this financial review, the Railways are also required to
indicate, where necessary, special steps taken in the course of the
year to develop the traffic earnings and/or to reduce the working
expenses of the line. Open Line Works charged to capital on the
ground of their remunerativeness and costing Rs. 20 lakhs and over
are also subjected to a productivity test. Out of the works costing
below Rs. 20 lakhs a selection for applying productivity tests is made
by the General Manager in consultation with his FA & CAO. This
procedure is intended to ensure not only that the outlays chargeable
to capital are financially justified but also that the returns antici-
pated are actually realised.

This has been seen by Audit.

[Ministry of Railways (Railway Board). O.M. No. 68-B(C)-PAC"
IV /Genl./22(0) dated 4-11-1968.]

(GOVERNMENT OF INDIA

MINISTRY OF RAILWAYS
(RATLWAY BOARD)
No. 68 ' W4 'CNL:/0'8. New Delhi. dated 5-10-1968.
To

The General Managers,
All Indian Railways.

The Board have been considering the question of strengthening
the organisation for carrying out Engineering and Traffic surveys
and also the desirability of carrying out detailed traffic surveys for
all line capacity works costing more than Rs. 20 lakhs. Hitherto.
most of the Engineering surveys for new lines, conversions, doubl-
ings etc. were being carried out by Senior Scale Officers. Similarly.
Traffic surveys for new lines and conversion scheme were also being
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made by Senior Scale Officers. No detailed traffic surveys were
being carried out for doubling and other line capacity works.

2. In order to ensure that the most economical proposals are for-
mulated, the Board have decided that Engineering surveys should
be made by Senior and experienced Engineers in the 1.A. grade so
that the most economical alignment may be selected and designs and
estimates may be more realistic.

3. For Traffic surveys also, the collection of data and their ana-
lysis should be in the hands of an experienced administrative officer
of the Commercial or Operating Branch who will be in a position to
make out a more rational assessment of Traffic prospects and the
financial implications of the project. To ensure that the estimates
of the anticipated traffic, capital costs and recurring expenses etc.
are realistic and the financial appraisal of the project including
phasing of investments and return at each stage are worked out as
correctly as possible, the Board have decided that a Senior Scale
Accounts Officer or. in the case of important new lines and conver-
sion schemes. a Dy. Chief Accounts Officer, with experience ot traffic
costing should work in close association with the survey team.

4. In the light of the above decisions of the Board the following
gencral instructions are issued for guidance of the Railway Adminis-
trations in the matter of surveys and composition of survey teams.
Provision for the posts mentioned below should invariably be in-
cluded in the estimates for surveys along with other field and office
staff: —

(i) Detailed traffic surveys should be carried out not only for
new lines and conversions but also for doublings and other
line capacity works costing more than Rs. 20 lakhs each.

(ii) All such traffic surveys should be conducted by a Dy. C.C.S.
or Dy. C.OP.S. assisted by a Senior Accounts Officer or
a Dy. Chief Accounts Officer, as the case may be, prefer-
ably with experience of traffic costing.

(iii) All Engineering surveys for new lines, gauge conversions
and doublings should be under the charge of an Engineer-
in-Chief in the Inter Administrative Grade. The Engineer-
in-Chief should be in overall charge of the traffic survey
of the project also and the traffic survey report should be
prepared under his general guidance.

(iv) On those Railways where separate Construction Organisa-
tion exist under a Chief Engineer, the Engineer-in-Chief
3152 (ali)LS--7.
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(Survey) should work under the Chief Engineer (Cons-
truction); otherwise the Engineer-in-Chief should work
directly under the General Manager,

5. The receipt of this letter may please be acknowledged.

Recommendation

The Committee note that the only Railway which has a sizeable
number of indents outstanding for more than a week is the Western
Railway. In view of the fact that the number of wagons, locomotives
etc. on the Railways as a whole is in excess of the traffic load, the
Committee consider it should be possible to take effective remedial
measures to bring down the indents outstanding for more than a
week on the Western Railway. The Committee would like to be in-
formed of the measures taken to improve the position on the Western
Railway.

(S. No. 26, Appendix XV, Para 3.19 of 22nd Report).

Action taken

The Western Railway’s capacity to reduce the quantum of indents
outstanding for more than a week is determined by the pattern of
traffic offering. If the traffic offered for despatch is in excess of
movement and transhipment capacities, there will always be some
delay in regard to the clearance of this traffic and such delays cannot
be eliminated by the deployment of additional wagons and locomo-
tives.

2. The bulk of the traffic originating on the Broad Gauge system
of the Western Railway is for destinations on the same gauge, where-
as a sizeable proportion of the traffic materialising on the Metre
Gauge is for destinations on the Broad Gauge involving transhipment
at break-of-gauge points. This will be evident {rom the fact that the
percentage of wagons loaded for break-of-gauge points during the
period January to June 1968 varied from 6 per cent to 7 per cent on
the Broad Gauge and 23 per cent to 30 per cent on the Metre Gauge.
Movements via transhipment points are normally difficult and tran-
shipment performance is dependent upon the contractor’s ability to
supply the labour required for transhipment of wagons. The avail-
ability of labour for transhipment of wagons has deteriorated in the
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last few months to such an extent that all transhipmient points on
the Western and Northern Railways have become major bottlenecks.
This unfortunate development has adversely affected the clearance
of transhipment traffic as well as other traffic originating on the
Metre Gauge systems of the Western and Northern Railways to the
extent wagon mobility was reduced by the holM-up of transhipment
wagons at terminals and intermediate points. The transhipment of
Metre Gauge wagons at break-up-gauge points serving the metre
gauge systems of the Western and Northern Railways deteriorated
from 825 wagons per day in March 1968 to 667 and 622 wagons per
day in May and June 1968 respectively. To meet this development,
the loading of transhipment traffic on the Metre Gauge system of the
Western Railway had to be reduced from 509 wagons per day in
March 1968 to 411 and 404 wagons per day in May and June 1968 res-
pectively.

3. This deterioration in transhipment capacities coincided with
the bumiper wheat crop from Punjab and Haryana which had to be
moved before the monsoon broke in July 1968, as the storage accom-
modation in these two States was not adequate to cope with the
record procurement of 15.12 'akh tonnes achieved by the Food Cor-
poration of India from May to July, 1968. As a result of special ar-
rangements made by the Railways to move the rabi crop on top prio-
rity basis, about 15.5 lakh tonnes of wheat and other foodgrains in-
cluding 11.3 lakh tonnes on Government account were despatched
by rail from Punjab and Haryana during the period May to July
1968. This performance which constitutes an all time record for
loading of foodgrains from these two States was achieved without
any reduction in the movement of imported foodgrains and fertilisers
from ports to consuming centres in the interior. The massive move-
ment of imported and indigenous foodgrains resulted in heavy deten-
tions to foodgrains wagons at the unloading points which were not
able to cope with this avalanche due to inadequate storage, road
transport and labour arrangements. The large scale immobilisation
oi foodgrains wagons at terminals adversely affected wagon turn
round and consequent availability of wagons for other users of rail
transport on other Railwayvs including the Western Railway bnth for
originating and transhipment traffic.

4. The removal of civil bans on the inter-State movement of coarse
grains and pulses from 1st April, 1968 also resulted in a sudden spurt
in grain registrations and submission of inflated demands by grain
traders. The combination of these factors resulted in registrations
outstripping movement and transhipment capacities on the Western
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Railway to such an extent that 1719 and 12608 indents remained out-
standing for more than a week at the end of July 1968 on the Broad
Gauge and Metre Gauge respectively.

5. The following emergency measures have been taken by the
Western Railway to reduce the number of indents outstanding for
mwore than a week on that Railway:—

(a) Old dated registrations are being cleared on preferential
basis.

(b) Bulk supplies are being arranged at selected loading points
for clearance of bulk registrations.

(c) Consignors have been permitted to arrange transhipment
of their cosignments at break-of-gauge points with their
own labour for which rebates equivalent to what the Rail-
ways would have otherwise spent in transhipping such
cosignments, are being paid to the consignors concerned.

(d) Transhipment Inspectors have been appointed at all tran-
shipment points for recruiting labour required {or handling
the full quota of transhipment traffic and entertaining
labour supply offers from the trade and outside agencies.

(e) Labour contractors at transhipment points have been
granted free railway passes for transport of labour from
places of recruitment to places of work.

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC-IV/22-
(0), dated 20th September, 1968].
Further Information
Please intimate the present position of registrations pending in

Western Railway for less than a week and more than a week on broad
gauge as well as metre gauge sections.

Reply

The position of outstanding registrations pending on Western
Railway as on 31st October, 1968 for less than a week and more than
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a week on Broad Gauge as well as Metre Gauge sections is given
below . —

Rezistration

Total
More ® Less
than a than a
week week
BROAD GAUGE
For free destinations . . . . 1136 130 1006
For quota destinations. . . . 145 10 135
For restricted destinations . . . 46 18 28
For special type of stock . . . 49 I 38
Grand total . . . . . 1376 169 1207
METRE GAUGE
For free destinations . . ; . 1036 1036
For quota » . . . . 179 179
For restricted ,, . . . . 921 754 167
For special type of stock . . . 32 9 23
&rand total . . . . . 2168 763 1405

2. It will be seen from the above that on the Broad Gauge out of
a total outstanding registrations for 1376 wagons only 169 indents
were outstanding for more than a week. The indent outstanding for
free destinations were mainly on account of bulk registration of
salt at Kharaghoda and Patri in excess of loading capacities, and in
spite of loading 2736 wagons of salt from these points in October
1968 these indents remained pending for more than a week.

3. On the Metre Gauge, no demands for free destinations were
pending for more than a week. The large number of demands pend-
ing for restricted destinations for more than a week were mainly
for destinations on the N.F. Railway which had restricted the loading
of traffic to destinations east of Siliguri from 5th October, 1968 on
account of extensive breaches which resulted in suspension of goods
and passenger services on the affected sections.

[Ministry of Railways (Rly. Board). O.M. No. 68-B(C)-PAC.IV/23-
(0) dated 23-11-1968].
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Recommendation

Now that the Railways have a surplus capacity and are looking
for traffic, the Committee feel that it should be possible to meet the
consumers’ requirements of wagons in less than a week of the regis-
tration of the demand.

(S. No. 27, Appendix XV, Para 3.20 of 22nd Report).

Action taken

The Railways’ capacity for clearance of traffic is determined by
several factors, of which the most important is the line capacity for
goods traffic. The existing surplus transport capacity relates to capa-
cities created for movement of raw material including coal for Steel
Plants, finished products of Steel Plants and export ore. The move-
ment capacities developed for these items of traffic cannot be trans-
ferred to other sectors, and as such this surplus capacity is not avail-
able for meeting the demands of other users of rail transport.

2. It should be possible for the Railways to meet the consumers’
requirements of wagons in less than a week of the registration of the
demands provided the patterns of traffic offerings conform to move-
ment capacities developed on each of the Zonal Railways, and there
are not setbacks in Railway operation on account of uncontrollable
factors, such as civil disturbances, labour strikes, floods, labour short-
age at transhipment and unloading points, etc. Further, the overall
transport capacity available on the Railway has to be seen in relation
to the overall demand; it is not equally available for full application
at all points of requirement at all times. In the circumstances, there
will always be some delay in regard to clearance of demands submit-
ted in excess of loading and movement capacities during the busy
season.

3. The Railways accept indents from consumers regardless of the
physical loading capacities available at the loading points. There is
consequently scope for bulk registration of demands which may ex-
ceed the daily loading potential at certain loading points to such an
extent that the demands cannot be cleared within a week of the re-
gistration despite full utilisation of the daily loading potential. De-
lays also occur whenever restrictions are imposed on the loading of
traffic for particular destinations or routes to suit dislocations and
setbacks in Railway operation caused by various factors, some of
which are beyond the control of the Railways as mentioned above.
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4. A special watch is being kept by the Railway Board and Zonal
Railways on the clearance of outstanding registrations, and every
effort is being made to meet the consumers’ requirements of wagons
in less than a week of the registration of the demands.

[Ministry of Railways (Rly. Board), O.M. No. F. 68-B (C)-PAC.IV [22-
(0) dated 20-9-1968].

Recommendation

The Committee are not satisfied with this explanation. As stated
in the note furnished by the Ministry, the number of M.G. oil tank
wagons on the Railways on the 1st April, 1961 to 1964 were as under:

1-4-1961 2,567
1-4-1962 3,247
1-4-1963 4,086
1-4-1964 4,230

This clearly shows that about one thousand Metre Gauge wagons
were added after 1st April, 1962, even though the Ministry of Rail-
ways became aware of the proposal for the construction of the pipe-
line between Gauhati and Siliguri. Had the Ministry curtailed their
orders for oil tank wagons expenditure on the procurement of wagons
in excess of requirements would have been avoided.

(Sl. No. 28, Appendix XV, Para 3.24 of 22nd Report).

Action taken

When the idea of laying a pipeline from Gauhati to Siliguri was
mooted, the Railways had strongly opposed this idea. Even when
a techno-economic study was undertaken the Railways had reiterat-
ed their opposition. Till October, 1962 when the final decision was
taken by the Government of India to lay this pipeline, it had been
anticipated that the Railways would have to meet the transport re-
quirements of the refineries.

2. Even after a decision was taken regarding laying of the pipe-
line, no firm indication was available as to when the project would
be completed. Actually the pipeline was completed only in October,
1964, while the Refinery had already started functioning in January,

1962.
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.

3. The Ministry of Railways have, however, noted the recommen~
dations of the Committee and are exercising adequate care before
adding to the fleet of tank wagons.

4 This has been seen by Audit.

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC-IV /22-
(0), dated 3rd December, 1968].

Recommendation

The Committee can hardly appreciate the plea that “factors be-
yond the control of the Railways led to deterioration” in the utilisa-
tion of oil tank wagons. In their opinion, the decrease in the ratio
of loading to fleet was mainly due to the acquisition of oil tank
wagons in excess of actual traffic requirements. The Committee hope
that the existing oil tank wagons will be utilised to full capacity and
further acquisition of these units will be made only after thorough
scrutiny of the needs of traffic.

(S. No. 30 Appendix XV, Para 3.28 of 22nd Report).

Action taken

It is submitted that the deterioration in the utilisation of o0il tank
wagons reflected in the figures of the “ratio of loading to fleet” was
due to several factors. In addition to the factors already enumerat-
ed earlier, the sharp deterioration noticeable from 1962-63 was main-
ly caused by the drastic change in the pattern of movement of POL
traffic on the Metre Gauge section in the Eastern sector. Till the
Gauhati refinery was commissioned, the petroleum products to the
Metre Gauge areas in Bihar and U.P. were being routed from Budge
Budge via Garhara transhipment point. After the commissioning of
the Gauhati Refinery, a substantial quantum of POL products started
moving to these areas from this refinery by all Metre Gauge route
via Katihar. This led to an increase in the lead for this traffic. Also,
the movement had to take place over the operationally difficult Metre
Gauge section Gauhati-Siliguri-Katihar. The traffic over this section,
particularly to Assam area, registered a sharp increase from 1962-63
onwards in the wake of the Chinese aggression in October, 1962.

The views expressed by the Committee have been noted. The
existing oil tank wagons will be utilised to the maximum possible
extent and a thorough scrutiny of the needs of traffic made before
programuming any additional tank wagons.

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC-IV /22~
(0), dated 7th October, 1968].
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Recommendation

The Committee feel that Government should very carefully exam-~
ine the pattern of traffic which has resulted from the development of
the Petroleum industry in the country. Government should delimit
at the planning stage the most economic and efficient means that they
want to follow for speeding up transport of POL traffic as the Rail-
ways should be given a clear picture of the pattern and extent of
POL traffic that they will be required to handle so that they can gear
up their operating pians including manufacture of oil tank wagons
in accordance with these requirements.

(S. No. 31, Appendix XV, Para 3.29 of 22nd Report).

Action taken

The Ministry of Railways note the recommendations of the Com-
mittee. The matter will be pursued with the Ministry of Petroleum
and Chemicals.

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC-1V '22-
(O). dated 7th October, 1968].

Recommendation

The Committee feel that Government should very carefully
examine the pattern of traffic which has resulted from the develop-
ment of the Petroleum industry in the country. Government should
delimit at the planning stage the most economic and efficient means
that they want to follow for speeding up transport of POL traffic
as the Railways should be given a clear picture of the pattern and
extent of POL traffic that they will be required to handle so that
they can gear up their operating plans including manufacture of oil
tank wagons in accordance with these requirements.

[S. No. 31. Para 3.29 of Appendix XV to 22nd Report (Fourth Lok
Sabha) ].

Action Taken

Extensive studies have been made to make as realistic a forecast
as can be made at a given time, of the product-wise requirements in
the next 5 to 8 years. These estimates are further broken up reglon~
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wise to determine the guantum of transport, road and rail, required
-at each of the loading bases, i.e. the main installations including
‘the coastal refineries, the pipeline terminals and the break-of-gauge
transhipment points. All of these studies are made by pooling the
marketing intelligence of the oil companies, the information about
‘the planning of future growth available with the Planning Com-
mission and the concerned Ministries, the Railway Board and the
Indian Institute of Petroleum. The Joint Technical Group set up
‘by the Planning Commission published special studies on the move-
ment of petroleum products between 1966 and 1970. In the pre-
paration of this Report, the Joint Technical Group held consulta-
tions with the Ministry of Petroleum and Chemicals, Industry and
‘the Railways and Inland Petroleum Movements Committee com-
prising of the oil companies. In connection with the planning of
Tequirements for the Fourth Plan, another such detailed study has
now been undertaken by this Ministry in collaboration with the
‘Railways, the Indian Institute of Petroleum, the concerned Minis-
tries, the Planning Commission and the marketing oil companies.
‘These studies were placed before the oil Advisory Committee for

«consideration on 20th July, 1968.

In preparing the demand and movement estimates, note is
invariably taken of the most economic and efficient means of trans-
port of POL traffic within the framework of the available capacities.
For instance. the first perference in drawing up transport plans has
been given to the utilisation of the existing pipeline capacities.

The National Council of Applied Economic Research have also
‘been entrusted with the specific study of determining more precise-
ly the end-use consumption of major petroleum products in the hope
that this study may help the Ministry in preparing the more realis-
‘tic projections of future growth rate of demapd.

1t is also the policy of this Ministry to lay pipeline in future
only after prior consultation with the Railway Board. No unilateral

decision is being taken in such cases.

[Ministry of Petroleum & Chemicals—(Department of Petroleum)-—
D.O. letter No. 13/12/68-I0C, dated 28th November, 1968].

Recommendation

While there should be no objection to rail capacity being some-
what ahead of the demand, the Committee feel that there should
be a realistic appraisal of traffic requirements from year to year
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so that the programme for the manufacture of Box -vagons and
other rolling stock is tailored to requirements. The Committee
consider that, had a more realistic appraisal been made about the
requirements of box wagons in the light of traffic offering for coal
and ore, it should have been possible to curtail to a larger extent
the orders for the production of box wagons.

(S. No. 32 Appendix XV, Para No. 3.32 of 22nd Report)

Action taken

The observations of the Committee are noted. The Ministry of
Railways would like to add that a review of requirements of wagons
and other rolling stock is being made every year at the time of
the preparation of annual Rolling Stock Programmes. The type-
wise requirement of wagons is assessed during such reviews.

This has been seen by Audit.

[Ministry of Railways (Rly. Board), O.M. No. 68-B (C)-PAC-IV /22-
(0), 2nd December, 1968].

Recommendation

In the opinion of the Committee, an increase of 65 per cent in
the working expenses of the Railways during the Third Plan period
is not a matter to be treated lightly.

The fact that the Railways have been able to meet their obliga-
tions by increasing freights and fares repeatedly during the last
four years of the Third Plan should not make them oblivious to
the fact that it is saddling the general economy with heavy sur-
charges. Besides, the Railways should clearly grasp the fact that
if the rates continue to rise at the present rate, it is conceivable
that an appreciable portion of traffic may get diverted to roadways
which would only further aggravate the financial position of the
Railways. The Committee consider that the best means of aug-
menting earnings is by improving the competitiveness and quality
of service so as to attract more traffic. The Railwavs should also
simultaneously take effective measures to arrest the rising expenses
on working so as to take full advantage of the economies of scale
and the improvements in rolling stock, track which have been
effected as such heavy capital cost during the Third Plan.

(S. No. 33, Appendix XV, Para 49 of 23rd Report)
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Action taken

The observations of the Commitlce are noted. Appropriate
economy measures are being enforced in respoct of all items of
expenditure, capital, revenue and other heads. Reduction in
expenditure in staff is being pursued with vigour. The ban imposed
en creation of posts and filling up of posts in administrative offices
at all levels is being observed.

Efforts are being made to secure more traffic for Railways by
improving the quality of service offered, for instance, in the matter
of adequate and timely supply of wagons, speeding up transit and
ensuring safe transit. A Marketing and Sale Organisation on each
Railway is making vigorous efforts to keep in closer touch with
the specific needs of rail users with a view to provide better facili-
ties not only to retain existing traffic but also capture additional
tarffic.

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC-IV /22-
(O), dated 20th September, 1968].

Recommendation

The Committee are not convinced by the explanation (economy
in expenditure in staff). In August 1967, the Committee had asked
the Ministry of Railways to furnish the percentage of expenditure
on staff emploved in the Railway Board and Headquarters offices
of the zonal Railways to the overall expenditure on staff over the
period covered by the three Plans. They were informed that the
relevant statistics were being collected. In the course of evidence
(December 1967) the Committee were informed that the study
would be completed in another four weeks’ time. In January, 1968,
it was stated:

“No study has been made so far on the point raised by the
Public Accounts Committee. However, a quick analysis
has since been undertaken and a report will be submitted
to the Committee as early as possible.”

The Committee regre* to observe that the information is still
awaited. In the absence of the particulars called for, the Committee
are not in a position to appreciate the economies stated to have been
offected in the expenditure on staff.



103

Recommendation

In this connection, the Committee would also like to invite
attention to the following recommendation of the Estimates Com-
mittee, made in para 11 of their 10th Report (Fourth Lok Sabha):

“The Committee feel deeply concerned to note that roughly
63 per cent of the working expenses of the Railways is
on staff cost and 37 per cent on materials and equipments.
The Committee cannot too strongly stress the need for
reduction of the high expenditure on administration.”

While endorsing the views of the Estimates Committee, the Com-
mittee stress that fhe Railwav Board should itself. set a high
example of economic and efficient running bv reducing its own
strength to the minimum. The Railwayv Board should simultaneous-
Iv take up the question of fixing the strength of the Zonal and the
Divisional Offices of the Railwavs ut a level consistent with the
requirements so as to achieve the utmost economy. The Committee
would like to be informed of the action taken to effect economy
and to absorb gainfully the staff which is rendered surplus due to
reorganisation of the Railwavs and other economv measures.

(S. Nos. 34 & 35, Appendix XV, Paras 412 & 413 of 22nd Report.)

Action taken

The number of staff on the Indian Railways has to be viewed
in relation to the out-put of the Railwavs in terms of Traffic Units
{made up of passenger kilometres and not tonne kilometres pro-
duced), as in the table below:—

Total Total No. of

Year Staff traffic staff per

{000) units million

{Millions) traffic

units

1961-62 . . . . . . 1174 173,103 68
1962-63 . . . . . . 1211 184.684 6-5
1963-64 . . . . . . 1270 195.429 65
196465 . . . . . . 1319 200,059 66
1965-66 . . . . . . 1382 213,229 63

1966-67 . . . . . . 1301 218,741 62
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2. There has generally been a progressive reduction in the staff
when viewed in relation to the traffic carried.

3. The number of staff shown above does not include the casual
labour employed on the Railways. The following figures will show
that the number of casual labour has also progressively come down
during the recent yearsi—

As on No. of casual
labourer
31-3-1965 . . . . . . . . 5,47,702
31-3-1966 . . . . . . . . 4,89,221
31-3-1967 . . . ; . . . 4,29,884

1-8-1967 . . . . . . . . 3,25,822

4. It is not, however, suggested that no scope exists -for further
economy in staff. There has been a steady change in the last
decade in the conditions of working due to progressive modernisa-
tion of the Indian Railways. The profitability of the Railways has
also been adversely affected in the recent past. In view of these
considerations, special efforts have been made during the last two
years or so not only to control and reduce the staff strength but
also to achieve economy in other ways.

5. Some of the important measures to control and bring down
the staff strength are mentioned below:—

(a) A ban has been imposed on creation of posts and recruit-
ment of staff for administrative offices. An attempt is
also being made to reduce staff requirements by rationali-
sation and simplification of procedures and elimination of
relatively infructuous work.

(b) The Efficiencvy Bureau has made a study of the trends of
staff strength on Zonal Railways and the creation of
Additional posts even for maintenance and operational
purposes in certain departments where scope for economy
seemed to exist has been made subject to serve restric-

tions.

{(c) Due to the various measures taken certain staff have
become surplus. A ban has, therefore, been imposed in
February 1968 on the direct recruitment of Class III staff,
without Railway Board’s prior approval, in the operational
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and maintenance categories also, with a view to absorb--
ing the surplus staff after training when necessary.

(d) In March, 1968, the Financial Advisers & Chief Accounts
Officers of the Indian Railways were asked to review the-
cadre strength of each department on priority basis and
ensure that additions to staff strength take place only
in unavoidable circumstances and reductions are made in
departments where modernisation or rationalisation is
being introduced and where workload is otherwise getting
reduced.

(e) A yardstick has been laid down for provision of Class IV
staff to offices and officers which should result in some
economy.

(f) With a view to having stil] stricter control over the re-
cruitment of Class IV stafl in operational and maintenance
categories, orders have been issued to Railways that the
power to decide whether recruitment against regular posts
should be made or not should be withdrawn frem the
lower authorities and exercised only by the Gener:
Manager and F.A. & C.A.O. personally.

(g) Railways have been asked to undertake an immediate
review of the present vardsticks for determining staff
strength in various categories in view of changes in work-
ing conditions during the past decade or so, consequent
on provision of additional facilities, labour saving devices
and improved standard of communications, improved
tools and equipments etc.

(h) The Efficiency Bureau of the Railway Board has already
reviewed the staff strength of the Engineering Depart-
ment in the Headquarters and Divisional Offices of some:
of the Railways. A considerable number of posts has
already been surrendered and some more surrenders are
expected. A similar review of the Signal and Telecom-
munication Department is in hand by the Efficiency
Bureau. Reviews have also been made by the Efficiency
Bureau of certain other organisations like the Metric
Cells, Flood Organisation and Public Relations Organisa-
tion on the Railways. These reviews have already yielded
results or are expected to do so in the near future.

6. The staff rendered surplus have been emploved to fill up exist-
ing vacancies due to wastage and retirement. They have been
trained in alternative categories where additional requirements.
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existed due to maintenance and operational needs thus avoiding
fresh recruitment. In certain cases they have been employed on
alternative duty like Ticket Checking to increase railway revenues
or replace the employment of casual stafl.

7. The Ministry of Railways are fully alive to the need for setting
an example to the Railways by reducing the strength of their own
office to the minimum as suggested by the Public Accounts Com-
mittee. A Committee consisting of three Directors was recently
appointed to go into the need for the gazetted posts in the various
departments. Based on an overall review as also the recommenda-
tions of this Committee the following posts were surrendered.

1. Joint Directors . . . . . . . 6
2. Deputy Director . . . . . . . 1

2. Assistant Directors/Os. S .

~J

~

4. Asstt. Inspecting Ofhicers
h

Section Officers . ) . . . . . 1

(8

The Non-gazetted strength of ihe Board's Office was also analysed
in detail and the following reduction have so far been made:—

Category Reduction so far
accepted by
Directors” Commi-
ttee.
1. Assistants . . . . . 17
2. U.D.Cs. . . . . . 14
3. L.D.GCs. . . . . . 18

4. Orther categories (Inspectors, Draftsman,
Accountants etc.) . . . . 12

Scope for further economy is also being explored.

8. As regards the specific information desired by the Public
Account: Committee relating to percentage of expenditure on staff
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employed in the Railway Board and Headquarters offices of the
Zonal Railways to the overall expenditure on staff over the period
covered by the three Plans, a note giving the information is attached.
The submission of this information to the Committee was delayed
as it was not readily available in the shape required and had to be
specially compiled.

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC-1V /22
(0), dated 20th September, 1968].

Enclosure to reply to Recommendation No. 34 and 35

NOTE
on the

Percentage of expenditure on staff employed in the Railway Board
and Headquarters Offices of the Zonal Railways to the overall
expenditure on staff over the period covered by the three plans.

No formal study had been made of the percentage of the expendi-
ture on the Railway Board and Headquarters office on each Zonal
Railway to the overall expenditure on staff. The information has
since been compiled as in the two statements, Annexures 1 & 1I
attached.

2. It will be observed from the statement at Appendix III that the
percentage increase in the expenditure on staff in the Railway
Board’s Office which showed an increasing trend during the First
and Second Plan periods, has since stabilised at the end of the
Third Plan periods; in fact, there is a marginal reduction. The increase
during the first two Plan periods is to be viewed against the back-
ground of the workload due to the large scale increase in develop-
mental expenditure undertaken.

3. In Appendix III, an attempt has been made to bring out the
percentage of expenditure on staff in the Headquarters offices of
each of the Zonal Railways to the total staff expenditure at the
beginning and end of First Plan and at the end of the Second and
Third Plan periods. The all-Railway position has also been shown.
It may be recalled that the Indian Railwayvs system was reorganised
3152(aii) LS—8.



108

and regrouped in 1951-52. The various regrouped Railways started
functioning on the dates shown:—

Southern Railway®* . . . . 14-4-1951
Central Railway . . . . . §-11-1951
Western Railway . . . . . S-T1-1951
Eastern Railwayt . . . . . 14-4-1952
Northern Railway . . . . . 14-4-19§2
North Eastern Railway** . . . . 14-4-1952

4. It will be seen that in the vear 1951-52 the Eastern Northern
and North Eastern Railwavs were not vet constituted while the
Central and Western Railways came into being late in that financial
year. Further, under the svstem of booking expenditure, the Head-
quarters staff costs were not classified sepzratelv and have had to
be specially compiled for the committee. It has not been possible
for all the Railways to compile this information for the vears
1951-52 and 1955-56 due to the organisational changes and time-lag
involved. A comparison of the expenditure on headquarters staff
as a percentage of the total staff costs on Railwayvs for 1960-61 (and
of Second Plan) with that for the vear 1965-66 (end of Third Plan)
will show that there has been improvement uniformly on all the
Railways. The headquarters expenditure in the year 1965-66 varied
from 5.6 per cent on the Central Railwav to 11.8 per cent on the
North Eastern Railway. The North Eastern and Northeast Frontier
Railwayvs are working on the District pattern of organisation and
have considerably more work done at the Railwav headquarters
than divisionalised Railwavs. The headquarters establishments, of
these two Railways arc. therefore, relatively heavier. The other
two Railways on which the percentage of expenditure of head-
quarters staff to total staff expenditure is somewhat higher are the
Northern and South Eastern Railways. It would. however, appear
that in the case of these twn Railways, the total staff expenditure
is relatively low which gives a higher percentage for the head-
quarters expenditure. Otherwise the figures of expenditure on
headquarters staff are gencrally under contrnl on all Railways.

*South Central Railwav has since been carved out of Southern and
Central Railways from 2n4 October, 19686,

tThis was bifurcated into Eastern and South Eastern Railways from st
September, 1855, d

**Bifurcated into North Eastern and Northeast Frontier Railways from
15th January, 1958.
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The South Central Railway was formed on 2nd October, 1966,
that is, in the later half of the financial year of 1966-67. It has
been roughly estimated that the effect of the creation of this zone
would be to increase the headquarters staff cost as a percentage of
total staff costs by about 0.2 per cent overall for all Indian Railways.
On the South Central Railway individually, it is seen from the
figures for the period of 2md October, 1966 to 31st March, 1967, that
the percentage of expenditure on headquarters staff to total staff
was of the order of 6.1 per cent.

Recommendation

The Commuttee are perturbed to find that the performance in
regard to Coal consumption has deteriorated in both monetary and
physical terms. The Committee feel that if the Railways had put
to full use technological developments and their own expertise in
fuel economy it should have been possible to reduce the coal bill.
The Committee stress that the Railways should pay urgent atten-
tion to fuel economy and implement economy measures with deter-
mination and vigour to arrest the rising trend in Coal bill and to
achieve maximum ecconomy consistent with efficiency:

(S. No. 36 Appendix XV. Para 4.17 of 22nd Report).

Action taken

The observations of the Committee are noted. Further exami-
nation of the question of increase in coal consumption during the
vears 1960-61 to 1965-66 indicates that the following were the main
reasons:

(1) reduction in the supply of superior grade coals to the
Railways (This is the main reason for the increase in
specific consumption on passenger services),

(11) drop in average gross load and average speed of goods
trains hauled by steam locos, consequent on introduction
of diesel and electric traction on the trunk routes and
high traffic density sections leaving the inferior services
to the steam traction,

(1ii) increase in number of vehicles dealt with per shunting
engine hour in case of shunting services.

While it is not possible to alter the conditions referred to under
items (i) and (iii). item (i) is being examined in detail. Certain
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technological improvements to increase fuel effiefency on steam
locos are under investigation. Besides the action taken as already
mentioned in the note at Appendix XI of the Report, the coopera-
tion and the enthusiasm of loco running staff is also being secured
by intensive training and suitable incentive schemes. Constant at-
tention is being paid to achieve economy in loco coal consumption
consistent with efficiency.

[Mwmistry of Railways (Rly. Board) O.M. No. F. 68-B(C) PAC/IV/
22(0). dated the 21st September. 1968].

Recommendation

The Committee cannot help feeling that the original anticipation
by -the Ministry of Railways that cent per cent indigenous produc-
tion could be established within a period of 5 to 6 years from the
date of signing of the Agreement with the firm has proved unrealis-
tic. While the Committee would like the Railways to accelerate the
programme for the indigenous manufacture of components and parts
required for electric locomotives, they stress that care should be
taken to ensure their quality and price do not compare unfavoura-
bly with the imported product.

(S. No. 41, Appendix XV, Para 5.19 of 22nd Report).

Action taken

As already explained to the Committee in the note enclosed as
Appendix XIII of the 22nd Report, the manufacture of all the 13
items covered by the Collaboration Agreement would be established
by November, 1968 i.e. in a period of 6 vears from the date of the
signing of the Agreement. This would go to show that cent per cent
‘indigenous production would have been established for all the 13
items covered by the Collaboration Agreement. It would appear
that the Committee have come to the conclusion that the original
anticipation of the Ministry of Railways that cert per cent indigen-
ous production would be established within a period of 5 to 6 years
from the date of signing of the Agreement with the firm has proved
unreallstlc, based on the statement of the Rajlways in the Note at
Appendix XIIT of the 22nd Report that the locomotives produced
at the Chittaranjan Locomotive Works will still continue to have
some import content consisting of basic raw materials like copper, etc.
and finished products like insulating materials which are not yet
available from the indigenous industry. In this connection.
“the ‘Ministry of Railways would like to submit that the
antieipation of the Ministry of Railways in October. 1962 that cent
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per cent indigenous production can be established within a. period
of 5 to 6 years from the date of the signing of the agreement with
the firm, only contemplated the indigenous manufacture of the items
covered by the Collaboration Agreement and did not include the
basic materials like copper, insulating materials, etc. which will
necessarily have to be obtained from such sources as may be avail-
able. Indigenisation of these basic materials will depend upon the
availability of these materials from the general trade and their

importation, till such time these are available indigenously, cannot
be avoided.

The Ministry of Railways note the recommendation of the Com-
mittee for accelerating the programme of indigenous manufacture
of components and parts required for the electric locomotives and
will also ensure that the quality and the price compares favourably
with similar imported products. :

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC-IV 22-
(O). dated 20th September, 1968].

Further Information

Please furnish a note indicating the precise steps taken for accele-
rating the indigenous production of the loco components not covered
by foreign collaboration.

Reply

Apart from the 13 items of major electric traction equipments for
which Collaboration Agreement was entered into with M 's. Group of
the Continent in November, J962 and which have now been developed
indigenously, the question of manufacturing the other components of
the electric locos has also been pursued vigorously. The various items
both electrical and mechanical which have been developed outside
the Collaboration Agreement with M/s. Group are enclosed as Appen-
dix IV.

In addition. action is also being taken to develop the other items
and the progress in this connection is furmshed as Appendix V. This
matter is being further pursued.
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The following figures would indicate the gradual increase in the
indigenous content of the electric locomotives manufactured at CLW.

Year Approximate value of indigenous equipment
per loco (in lakhs of Rs.)

1963 . . . Nil

1964 . . . Nil

196§ . . . Nil

1966 . . . 0°3§ to 1-05 tor various batches.
1967 . . - 3729

1968 . . . 4-69 (anticipated,

1969 . . . 6-43 (anticipated)

1970 . . . Over 7-00 (anticipated).

[Ministry of Railways (Rly. Board) O.M. No. F. 68-B(C)-PAC/IV/
22(0), dated the 21st September, 1968].

— - -
— .

vy TR N

Recommendation

The Committee note that it has been possible to establish capacity
for the manufacture of 6 electric locomotives per month only in
March, 1966 as against the original target of April, 1963 envisaged
by the Railways. Now that the production of electric locomotives
has been fairly well established, the Committee would like the Rail-
ways to plan the manufacturing programme to match their opera-
tional requirements.

(S. No. 42, Appendix XV, Para No. 5.22 of 22nd Report).

Action taken

Noted. The total requirement of electric locomotives for the period
1866-87 to 1970-71 has been estimated as 325 AC and AC/DC locomo-
tives for the sections already electrified and expected to be electri-
fied by March, 1871. As against this requirement the production of
electric locomotives at Chittaranjan Locomotive Works was expect-
ed to be 283 locomotives leaving a shortfal} of 32 locomotives. The
programme of 325 locomotives included 42 locos required for Virar-
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Sabarmati section. These locomotives will now be required after
1970-71. Therefore, it is expected that the planned requirement of
electric locomotives will be adequately met from the production pro-
gramme of Chittaranjan Locomotive Works upto the period ending
March, 1971,

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC/IV /22
(O). dated 20th September, 1968].

Recommendation

The Committee desire that, in accordance with the assurance given
lo the Estimates Committee, the production of steam locomotives
should be curtailed at the Chittaranjan Locomotive Works and they

should switch over to the production of electric and diesel locomo-
tives,

(S. No. 43, Appendix XV of 22nd Report, 1967-68).

Action taken

Steps have already been taken to taper off the production of steam
locomotives and progressively increase to the maximum extent possi-
ble the production of electric locomotives at the Chittaranjan Loco-
motive Works. Action has also been initiated to undertake manufac-
ture of diesel locomotives at the Chittaranjan Locomotive Works, in
order to reduce further the output of steam locomotive.

Steam locomotive production at the Chittaranjan Locomotive
Works has already been reduced from 14-15 locomotives per month to
7-8 locomotives per month, and this is expected to be curtailed fur-
ther to 4-5 locomotives per month by 1970-71.

Commencing production of electric locomotives in 1961-62, the
Chittaranjan Locomotive Works have gradually achieved a produc-
tion level of 5 electric locomotives per month which will be progres-
sively increased to the targetted level of 8 locomotives per month by
the end of 1970-71. All the electric locomotives required by 1970-71
are likely to be produced in Chittaranjan Locomotive Works subject
to timely delivery of supplies of electrical equipment from sub-con-
tractors. The Chittaranjan Locomotive Works have also commenced
production of diesel locomotives in December, 1967 and so far (upto
end of May, 1968) have completed 4 such locomotives. During the
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current year it is expected that at least 30 diesel locomotives will be
manufactured. The rate of production will be progressively increas-
ed to.60 locomotives per year by the end of 1970-71.

It will thus be seen that necessary action has been taken on the
lines indicated in this recommendation of the P.A.C.

This has been seen by Audit.

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC/IV,
22(0), dated 20th September, 1968].

Recommendation

The Committee are not happy that the production target of the
Diesel Locomotive Works should have suffered due to delays and
deficiencies in the receipt of imported components, the receipt ot
components in mis-matched order as well as mis-despatch of consign-
ments.

The Committee expect the Ministry to take remedial measures to
ensure that the availability of components matches the production
programme.

(S. No. 45, Appendix XV Para 5.36 of 22nd Report)
Action taken

While the observations of the P.A.C. have been noted, it may be
reiterated that the delay caused by the docks strike in New York
was entirely beyond the control of the Ministry of Railways as al-
ready accepted by P.A.C. vide recommendation No. 8 of the 32nd
Report (1964-65) of the P.A.C. (3rd Lok Sabha). As regards delay
due to mis-despatch/over carriage of components, the steps taken to
avoid recurrence have already been explained in Railway Ministry’s
reply to recommendation No. 8 of the 32nd Report (1964-65) of the
P.AC. (3rd Lok Sabha). It may be mentioned that as a result of

the steps taken there has not been recurrence of such incidents so
far.

This has been seen by Audit.

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC/IV/
22(0), dated 20th September, 1968).

Recommendation

In the earlier chapters of this Report, the Committee have examin-
ed and commented upon the various aspects of the Third Five Year
Programme of the Railways. From the facts placed before them
they are constrained to conclude that the planning of rail transport
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during the Third Plan period was unrealistic in that it was not close-
ly related to actual requirements. Against an estimated increase of
93 million tonnes, in the level of goods traffic during the Third Plan
period the actual increase was only of 47 million tonnes, representing
a shortfall of about 50 per cent. On the other hand, the financial
outlay for the Third Plan turned out to be Rs. 1,686 crores, represent-

ing an increase of 27 per cent over the investment of Rs. 1,325 crores
contemplated in the Plan.

The Committee feel that from the very outset goods traffic was
over-estimated as it was not linked directly with demand but based
on hopes and assumptions of production in different sectors reaching
certain levels. Subsequently, even when it was evident that the
traffic would not materialise to the extent anticipated, no serious
effort was made to slow down the tempo of capital expenditure. All
this resulted in heavy capital expenditure being incurred to create
rail transport capacity far in excess of requirements. Several new
lines were constructed which were not expected to be remunerative
even after 11 years of their opening to traffic. In the case of 16 line
capacity works, which included 12 works of doubling of tracks
Rs. 27.03 crores were spent but the actual capacity utilised at the end
of the Plan period was less than the capacity in existence and avail-
able before the works were undertaken. Similarly, 8,336 wagons
were procured in excess of the target indicated in the Plan, even
though the rail traffic generated was far less than envisaged.

The Committee need hardly point out that both the Ministry of
Railways and the Planning Commission failed to take timely mea-
sures to curtail the investment programme in the light of actual traffic
offering despite the clear stipulation in the Third Five Year Plan
that the estimates of traffic would be subject to constant review in
the light of actual trends. This underlines the need for reviewing
critically the methodology as well as the machinery for planning in
the Railway Board to ensure that investments in this key sector con-
forms to the actual trends based on requirements and that the built-

in machinery for review and correction of imbalances is put to use
without delay.

With all this heavy investment the capital at-charge of the Rail-
ways increased from Rs. 1,521 crores to Rs. 2,680 crores, representing
an increase of 76 per cent during the Third Five Year Plan period.
The over-capitalisation of the Railways during this period has not
only affected their financial working but unnecessarily distorted the
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budget and burdened the tax payer. It has also disturbed the entire
pattern of investment and development of the economy in that scarce
resources including valuable foreign exchange were blocked in rail
programmes which could otherwise have been put to more productive
use.

(S. Nos. 50 & 51, Appendix XV of 22nd Report, 1967-68).

Action taken
The observations of the Committee are noted.

With the adoption of new procedures for planning and the system
of annual and quarterly reviews the Railway Ministry hope to make
more realistic plan estimates in future.

[Ministry of Railways (Rly. Board), O.M. No. 68-B(C)-PAC/IV/
22(0) . dated 20th September, 1968].

Recommendation

The Committee need hardly point out that both the Minis-
try of Railways and the Planning Commission failed to take timely
measure to curtail the investment programme in the light of actual
iraffic offering despite the clear stipulation in the Third Five Year
Plan that the estimates of traffic would be subject to constant revi-
view in the light of actual trends. This underlines the need for re-
viewing critically the methodology as well as the machinery for
planning in the Railway Board to censure that investment in the
key sector conforms to the actual trends based on requirements and
that the built-in machinery for review and correction of imbalan-
ces is put to use without delay.

(Sl. No. 51, Appendix XV, Para 6.3 of the Report).

Action taken

The observations of the Committee are noted.

It has been decided in consultation with the Railway Board that
a small group in the Planning Commission, with which the Minis-
try of Railways, other Ministries concerned and the Divisions of the
Planning Commission will be associated, will review periodically
(say, every quarter) the estimates of growth of railway traffic. In
making this review, the Group will take into account the targets of
production of major commodities and past trends in the production
and rail movement of these commodities. In the past, the traffic
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targets were reviewed generally at the time of formulation of annu-
al plans or when specific requests were received from the Railway
Board for adjustments in traffic targets or financial allocations.
It is expected that an exercise of this nature on a quarterly basis

will help in making suitable adjustments in the investments in rail-
way programmes.

[Planning Commission O.M. No. T&C/7(30)/67 dt. 5-10-1868.]

Further Information

I Pleuse furnwh g comprehensive note on the action taken by
the Planning Commission o pursuance of the recommenda-
tions contained at Serial Numbers 6,12 and 51 of the 22nd

Report.

As indicated in the Planning Commission O.M. No. T&C/7(30) /67
dated the 5th October, 1968 to the Lok Sabha Secreiariat, it has been
decided, in consultation with the Railway Board, that a small group
in the Planning Commission. with which the Ministry of Railways,
other concerned Ministries and the Divisions of the Planning Com-
mission will be associated. will review periodically (say, every
quarter) the estimates of growth of railway traffic. In making this
review, the Group will take into account the targets of production
of major commodities and past trends in the production and rail
movement of these commodities. In the past, the traffic targets
were reveiwed generallv at the time of the formulation of annual
plans or when specific requests were received from the Railway Board
for adjustments in traffic targets or financial allocations. It is expect-
ed that an exercise of this nature on a quarterly basis will help in
making suitable adjustments in the investments in railway pro-
gramme. P s

2. Since the beginning of this year. three meetings have already
been held in the Planning Commission to consider rail traffic
requirements for 1968-69. The representatives of the concerned
Ministries participated in these meetings and it was possible to
review the rail traffic requirements in the light of the trends of pro-

duction particularly of major commodities, »iz.. iron and steel and

their raw materials, coal, iron ore, cement. POL, foodgrains and
fertilisers, which together account for 65 per cent of total rail
traffic. The trends in other goods were also reviewed. For the for-
mulation of rail traffic targets in the new Fourth Plan (1969-74), a
working Group has been set up in the Ministry of Railways under
the chairmanship of the Chairman, Railway Board, with which the
Planning Commission, the Ministry of Transport & Shipping and
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vther concerned Ministries have been associated. Under this wark-
ing Group, two Sub-Groups have been set up, one to formulate traffic
targets for iron and steel and raw materials, coal and iron ore for
export, and the other for cement, petroleum products, foodgrains,
fertilisers and other goods. The Ministry of Railways are also
represented on some of the working Groups which have been set
up in the other Ministries for determining production targets of
various major commodities.

2. It was ‘mentioned during the informal discussion thai some
correspondence had been exchanged between the Planning
Commission and the Ministry of Railways about the fixation
of targets for raud movement during the Third Plan on g reali-
stic basis.

Please furnish coptes of correspondance exchanged on the
subject, with particuiar reference to the assumption proposed
by the Railways that the tragfic for rail for 1960-61 should be
assumed at 87.5 million tonnes, immstead oy the actual 82.5
million tonnes.

3. The Third Five Year Plan which was published in August,
1961 provided for a traffic target of 249 million tonnes for the rail-
ways to be achieved by 1965-66. This target included 76.8 million
tonnes for general goods (excluding iron ore for export and rail-
ways’ own materials). As early as March, 1961 itself, the Railway
Board wrote to the Planning Commission suggesting that the target
of traffic for general goods in the Third Plan should be raised by 10
million tonnes over and above the level proposed for the Third
Plan (vide Railway Board’s O.M. No. 61/PL/3/4(1), dated the 16th
March 1961—copy enclosed at Annexure 1), In this letter, the Rail-
way Board stated that while the actual movement of miscellaneous
traffic expected to be achieved during 1960-61 was 82 million tons
(excluding ore for export), a further traffic to the extent of 5 million
tons was a fair estimate of the miscellaneous traffic generated at
the end of the Second Plan having due regard to the loss ¢f traffic
on account of the strike in July and the unsatisfied demands. The
Railway Board further stated that the total volume of miscellanous
traffic offering as a result of development in various sectors of the
national Plan was, therefore, of the order of 87 million tons which
showed an increase of about 26 per cent over the actual movement
of 69 million tons at the end of the First Plan. In May 1961, the
Prime Minister forwarded to the Planning Commission for their
consideration, a letter from the Railway Minister in which the latter
stressed the inadequacy of traffic targets in miscellaneous goods
accepted by the Planning Commission (vide copy of Prime Minis-
ter's letter No. 948-PMH/61, dated the 10th May 1961, enclosed at
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Annexure I1). Subsequently, further references were made by the
Railway Board for additional allocation of funds for general goods
traffic in the Third Plan. The Planning Commission wrote to the
Railway Board in July 1961 that there did not seem to be any need
for any immediate modifications to be made in the Railway
Plan at that stage with a view to providing for higher estimates of
traffic as assessed by him. The Railway Board’s attention was in-
vited to the following statement in the Third Five Year Plan docu-
ment:—“Furthermore, since the overall estimates of traffic can only
be treated as tentative at this stage, they will be subjected to con-
stant review in the light of the actual trends in traffic from year to
vear:” The Planning Commission further suggested to the Railway
Board that they should keep them apprised of the trends in general
goods traflic and the sections on which the pressure on account of
traffic in these and other goods was increasing beyond expectations,
not merely from vear o year. but on a quarterly basis, so that the
measures considered necessarv tu meet the increases in traffic could
be planned in time. (A copy of Planning Commission U.O. No. T&C/
7(19) /60. dated the 29th Julv 1961 is enclosed at Annexure III).

4. The Railway Board's proposals fur enhancement of traftic tar-
gets in general goods was discussed at a meeting held in the Planning
Commission on 27th January i962. At this meeting, Member (I),
Planning Commission, advised the Railwav Board as follows:

“Member (Industry) stated that the Planning Commission had
not agreed to provide anyv additional funds for this purpose
since they would be considering this matter only next year
when a more definite picture of the industrial production
in the country would be available. Since the railways
required Rs. 75 crores for this purpose. thev could specify
the details of the line capacity works that would be neces-
sary for this purpose as those were time-consuming pro-
cesses and the Planning Commission could consider whe-
ther any additional commitment was to be made in this
regard immediately. As regards rolling stock, since the
delivery period was 12-18 months, the matter could justi-
fiably be considered next vear also, especially when the
railway’s expenditure on rolling stock would be conside-
rably less in the last year of the Plan. Chairman. Rail-
wav Board. agreed to provide the necessary details.”

5. In Februarv 1962, the Railway Board again approached the
Planning Commission reiterating that “as one vear nf the Plan is
alreadv over and the additional capacitvy will have to be created by
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the beginning of the last year of the plan for handling the increased
traffic target in that year, it is necessary that an immediate decision
is taken in the matter because if there is any delay in the authorisa-
tion to the Railways to proceed with the works and the procurement
of rolling stock, it will not be possible for the Railways to handle
the additional miscellaneous goods traffic which they consider would
be offering in the last vear of the Plan.” (A copy of the Railway

Board’s O.M. No. 61 PL:3.1(9), dated the 26th Feb. 1962 enclosed at
Annexure IV))

6. The Planning Commission examined the matter further and sent
a communication on the subject to the Railway Board in April, 1962
(vide copy of Planning Commission U.0. No. T&C!7(24) |61, dated the
6th April. 1962 enclosed at Annexure V). In this note, the
Planning Commission mentioned that they did not receive
from the Ministry of Railways any review in general goods
traffic with reference to the sections on which the pre-
ssure on account of such traffic was growing beyond that it was expec-
ted in the Second or the Third Plan. The Railway Board's attention
was invited to the fact that the proportion of rail movement to total
production in 1960-61 in the case of several commodities was lower
than what had been assumed by the Railway Boeard in anticipating
railway movement in these commodities for 1965-66. i.e. the last vear
of the Third Plan. The Railwav Board were accordingly requested to
review their estimates of general goods traffic. The Planning Com-
mission, however, agreed to the Railwav Board proceeding with the
several small line capacity works. such as extension of loops and addi-
tional yard capacities which they had proposed.

7. The Railway Board sent a further detailed memorandum in June
1962 wherein they stated that “The Railway administrations are
closely in touch with the users of rail transport and their judgement
in respect of the likelv volume of additional transport for which de-
mands exist has to be accepted .. .There is ample justification for
increasing the prnvision of rail transport for commodities which are
covered by the general term of ‘miscellaneous goods’ traffic in the
Third Five Year Plan and unless this is donc immediately, the com-
plaints regarding lack of transport, both for industries and trade.
will increase in volume and the resultant situation will affect the
implementation of the Third Five Year Plan.” (A copy of Railway

Board’'s O.M. No. 61/PL!3'1(9), dated the 19th June 1962 ic enclosed
at Annexure VI).

8. The traffic targets in general goods were reviewed in the Plan.
ning Commission in August 1963 having regard to the information
then available regarding the likelv produrtion of maior commadities,
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viz., foodgrains, jute, tea, paper, cotton, oilseeds, sugarcane, salt, fer-
tilisers and mineral oils etc., and the proportions of total production
of these commodities likely to move by rail. It was felt that the
total traffic in general goods by the end of the Third Plan was likely
to be somewhat more than what was provided in the Plan even
though it might not be of the same order as suggested by the Rail-
way Board. Having regard to the results of this review and the per-
sistent demands of the Railways, it was agreed to increase the tar-
get in general! goods traffic by 10 million tonnes. It may be mention-
ed that the traffic in general goods in 1965-66, i.e. the last year of the
Third Plan, reached a figure of 78.1 million tones, which was some-
what higher than the traffic target of 76.7 million tonnes originally
provided in the Third Plan In 1966-67, the general goods traffic fur-
ther increased to 80 million tonnes. However, the traffic increase did
not materialise to the extent enticipated in August 1963 largely owing
to deceleration in the growth of the economy in subsequent vears.

3. (a) Please state the estimates of rail traffic made by the Plann-
ing Commission for each of the years 1966-67. 1967-68 and
1968-69 and how these compare with the actuals.

(b) Please state whether the Planning Commission have analysed
the reasons for the variations between the esttmates and the
actuals and if so. the moin findings and the correctine measures
taken, if any.

9. It may be mentioned at the outset that the traffic targets for the
annual plans are initiallv formulated by the Railway Board based on
the information obtained from the Ministries concerned. The annual
traffic targets are reviewed in the Planning Commission at the time of
consideration of the annual Plans. During the current vear. however,
a small inter-Ministerial groups has been formed to review the
traffic targets on a quarterly basis under the auspices of the Plan-
ning Commission. The Railwav Board formulate the annual traffic
targets before the presentation of the Railwav Budget in the light
of whatever information is then available from the concerned Mi-
nistries regarding the production programmes and demand projec-
tions for major individual commodities. The information available
on production targets at the time of initial formulation of traffic
targets is quite often not complete: nor is it available in sufficient
detail. Further, at times there is variation between production which
actually materialises during a vear compared with the production
and demand targets indicated to the Railwayv Board initiallv. These
factors account for the variations between traffic targets formulated
at the beginning of the vear and actual traffic realisation.
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10. The following table indicates the estimates of goods traffic on
the railways for the year 1966-67, 1967-68 and 1968-69-—the actuals for
1966-67 and the revised estimates for 1967-68 and 1968-69:

Freight traffic on the Ratlways

(Million tonnes)

1966-67 1967-68 1968-69

Estimate Actuals Original Revised Original Revised

. estimate estimate estimate estimate
* (Jan. 68)* (Aug.
68)
1 2 3 4 5 6 7
1. Coal
(a) steel plant 130 12°1 12°3 120 12°7 126
(b) railways 18-3 19°5 195 189 19°1 18-5
(c) other users . 377 34 36°7 355 384 363
(d) total 69-0 658 685 664 70°2 674
2. Steel Plants
(@) raw materials 187 16-5 16-5 17°3 177 1771
(b) finished products 6-8 63 6-5 6-4 6-6 66
(¢) total . . 25-% 22-8 230 2377 24°3 237
3. Iron ore for
export . 72 6°3 8-3 67 95 90
4. Cement . . 99 89 96 9-3 9-R 07
5. Railways’ own
materials
‘excluding coel). 2077 17°9 179 15°9 16-3 1S4
- 6. All other goods. 82-9 799 829 764 795 789
7. ToTaL . . 215°2 201'6 2102 1984 209'6 2041

*-With referenve to the figures of estimates of traffic, the Audit has remarked that
these figures are somewhat different from those used by the Railways for calculating
goods earnings for the relevant years. It has heen ecplained by the Railway Board
‘that the difference in figures is dus to the fact that at the time the calculation of carn-
ings is made, figures of actual traffic originating during the previous year are not
avaiiahle, The total es-imated traffic for the Budget year and the goods carnings are,
therefore, based on the revised estimates of the previous year, plus the additional traffic
anticipated during the Budget Year. Moreover, since the Budget papers are not ready
some tim= in January cvery year, additional traffic anticipations are made on whatever
dita are aviilable at that rime and are subject to change later when more firm indica-
tions of traffic become available. The estimates for the various years indicated in the
table above, on the o‘her hind, rake into account all additional information which
becomes availabie subsequent to the presentation of Railway Budget including the pre-
viouos year and hence the difference in the figureg.”
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It will be noticed that there have been shortfalls in traffic both in
1966-67 and 1967-68. The shortfall in traffic in 1966-67 was considered
due mainly to the fact that production of steel, coal and cement did
not come to the expected levels. Due to the slackening of works
on several railway projects, the movement of railway materials
also went down. The decline in general goods traffic also reflected
the recessionary trends in certain industrial sectors. During
1967-68 also, the decline in goods traffic has been considered to be
due to recessionary trends in the economy. In 1968-69 also, the
estimate of traffic as revised in August 1968 indicates a lower level
of likely realisation than anticipated in January 1968. At the
meeting of the Group which has been set up to review the esti-
mates of railway traffic, held in the Planning Commission on
12.8.1968, it was indicated on behalf of the Railway Board that the
trends in actual traffic during 1968-69 would be kept in view in
formulating investment requirements for the next year.

4. (a) What measures do the Planning Commission propose
to take to ensure that the traffic forecasts for the new
Fourth Plan for goods particularly, coal, raw materials
for finished products of Steel Plants, cement and Iron
Ore for exports are made on a realistic basis?

11. As stated earlier. for the formulation of rail traffic targets
in the new Fourth Plan. a Working Group has been set up in the
Ministry of Railways with which the Planning Commission, the
Ministry of Transport and Shipping and other concerned Minis-
tries are associated. The Working Group has already held a few
meetings and the report of the Group is expected to be finalised
shortly. Railways are also represented on some of Working
Groups which have been set up in the other Ministries for deter-
mining production targets of various major commodities.

4. (b) Please also indicate how the Planning Commission
would ensure that the excessive investment does not
take place on the rail capacity which is not called for in
the context of developmental activities.

12. In regard to the question as to how the Planning Commission
would ensure that excessive investment does not take place on in-
creasing rail capacity, it may be stated that it is initially for the
Railway Board to fully establish the justification for new works
for increasing rail capacity before these are included in the Plan
and to ensure that their phasing is coordinated with the require-
ments of traffic. It may -be added that the Railway Board have
set up a special Economic Cell for conducting economic analysis
on matters concerning railwav traffic forecasts and investment

3152(ail) LS—9.
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plans in- consultation with other Ministries and agencies, as may
be required for coordination between Railways and other modes of
transport, in the framework of traffic growth in the country. A
mention about the Cell has bees niwic 1 the report of the Railway
Board for 1966-67 (Vol. I, page 5). The Planning Commission,
however, attempts to bring about coordination between traffic
forecasts and production targets which are approved for inclusion in
the Plan. The Planning Commission also reviews the broad eco-
nomic justification for major programmes and projects such as
projects for construction of new railway lines. Both at the time
of the formulation of the Five Year Plans and annual Plans, the
Planning Commission attempts to ensure that investment proposed
by the Ministry of Railways is in accordance with the anticipated
growth of traffic.

[Planning Commission OM. No. T&E 7(30) /67 dated 24-12-1968].

ANNEXURE 1
GOVERNMENT or INDiA
MINISTRY OF RAILWAYS
No. 61/PLI3i{4(1) New Delhi, 16 March. 1961.

Orrice MEMORANDUM

Sus: —Provision for increased movement of miscellaneous traffic in
the Third Five Year Plan.

The Planning Commission is aware that the total provision for
originating tonnage of miscellaneous traffic included in the Rail-
ways’' Third Five Year Plan proposals is 98 million tons, excluding
10 million tons for export ore. This Ministry had pointed out that
it would be necessary to provide for a minimum annual increase of
5 per cent in miscellaneous goods traffic and the provision which
could be actually made within the targets indicated by the Plan-
ning Commission would not be adequate. The question of pro-
vision required for miscellaneous traffic has now been reviewed in
the light of actual experience in the Second Plan. During the
current year, the total movement of miscellaneous traffic s ex-
pected to reach 82 million tons excluding about 3 million tons for
export ore, for which a specific provision has been made in the
Third Plan on the basis of targets indicated bv the Planning Com-
mission. While the actual movement expected to be achieved dur-
ing the current year is 82 million tons (excluding ore for export), a
further traffic to the extent of 5 million tons is a fair estimate of
the miscellaneous traffic generated at the end of the Second Plan
having due regard to the loss of trafic on account of strike in July
and the unsatisfled demands The total volume of miscellaneous
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traffic offering as a result of development in various sectors of the
National Plan is, therefore, of the order of 87 million tons, which
shows an increase of about 28 per cent over the actual movement
of 69 million tons at the end of the First Plan. This Ministry con-
siders that on the basis of actual experience in the Second Five Year
Plan, a provision for an increase of 5 per cent in miscellaneous goods
traffic is the minimum that should be made in the Third Five Year
Plan in order to avoid shortage of transport capacity during the
Third Five Year Plan. The additional originating tonnage which
should be provided for in the Third Plan will, therefore, be 21.75
million tons, which would indicate a total originating tonnage of
108.75 million tons against the actual provision of 98 million tons
which has been allowed for the Draft Third Five Year Plan. This
Ministry considers that the gap of 10.75 million tons between the
requirements and the actual provision made should be catered for
by making adequate provision in the Third Plan so that the requi-
site capacity can be created by advance planning for rolling stock,
line capacity works. etc. The additional financial allocation requir-
cd for the Railways’' Plan to cater for this increase in traffic has
heen assessed at Rs. 75 crores. a breakdown of which is given below:

Wagons No. in terms of Cost
4 wheelers

Rs. crores

Broad Guage . . . . . 1686 36-25%
Metre Gauge . . . . . 8464 1088
ToTtal ; 47°13
Locos -

B. G : . . : - 91 Diesel mainline 1369

11 Diesel shunting | 2
MG . . ‘ . . 39 Diesel mainline \r 175
6 Steam shunting A0
Toral . 1744
Torat RoLLING STOCK: . 6457

2. As regards line capacitv works, the additional traffic will re-
sult in increased movements on al] sections of the Indian Railways.
Besides provision for increased line capacity. terminal and tranship-
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ment facilities at-loading and unloading and break.of -gauge points
will have to be provided.. To cover these factors, a conservative
provision at the rate of Rs. 1 crore per million tons, or a total addi-
tional provision of Rs. 10.75 crores is to be made. Considering that
almost all the trunk routes on the BG. and MG. sections will be
working to saturation in the Third Plan period, a minimum provi-
sion as indicated above is considered necessary. The total addi-
tional allocation for the Railways’ Plan which will be required for
the increased target of miscellaneous goods traffic as indicated above,
will, therefore. be Rs. 75 crores.

3. Attention is also invited in this connection to this Ministry’s
U.0. No. 61|PLI3[4(1) dated 9.2.61, addressed to the Planning Com-
mission in regard to the provision for coal transport in the Rail-
ways’ Third Five Year Plan. It is requested that a revised target
for the tonnage of coal required to be moved by rail during the
Third Plan be fixed early by the Planing Commission in consulta-
tion with the Ministry of Steel, Mines & Fuel, so that the additional
allocation of funds necessarv to move the enhanced target may be

assemsed and provided.
Sd'- 0. S. MURTHY.

Director, Ratlway Planning
Railway Board.

To-
The Planning Commission.
New Delhi
ANNEXURE II
Prime Minister's House,
New Delhi.
No. 348-PMH 61 May 10, 1961,

My dear Gulzarilal.
1 encloée a letter from Jagjivan Ram. which merits full consi-
deration. .
' Yours sincerely,
Sd!- J. NEHRU

Shri Gulzarilal Nanda,
Deputy Chairman,
Platining Commission.
New Delhl.
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Minister for Railways
India.

D.O. No. 61{PL|3|4(1) New Delhi, 10-5-1961.
My dear Jawaharlalji,

.As you are aware, the Railways have been under strain in the
recent past and there is a large unsatisfied demand for goods trans-
port. This has been the case in spite of the fact that the Railways
have undertaken more workload than originally envisaged and lifted
more miscellaneous goods than was provided for when the Second
Five Year Plan was formulated.

Against this background, I wish to draw your kind attention to
an important aspect of the Third Five Year Plan, viz. the inadequ-
acy of transportation targets so far acceptable to the Planning Com-
mission. Apart from the specific needs of industries like steel, coal
and cement, the Planning Commission have indicated that a povision
of 98 million tons be made for the originating traffic of miscellareous
goods, excluding iron-ore for export. The Railway Ministry which
had made a study of this question, has been pressing the Planning
Commission to accept the view that this would be totally inadequate
at the end of the Third Plan and to include a minimum additional
10 to 11 million tons in the traffic targets under this category, with
a corresponding additional financial allocation of Rs. 75 crores. In
this connection. I enclose a copy of Office Memorandum No. 61!PL/
3i4 (1) dated 16th March, 1961.

With the experience we have had during the Second Plan, I am
convinced that if we are to avoid at the end of the Third Plan a
situation similar to what we are faced today of inadequate transport
and obviate a transport bottleneck which might have serious reper-
cussions on the economic development of the country, the traffic
targets under miscellaneous goods would have to be increased by a
minimum of 10 to 11 million tons with an increased financial allo-
cation of Rs. 75 crores for the Railway Plan. I would request that
this aspect may be given serious consideration before the Plan is
-finalised.

Yours sincerely,
Sd'- JAGJIWAN RAM

Shri Jawaharlal Nehru,
Prime Minister of India, ;
"New Dellil, ‘ : .



128

ANNEXURE I
PLANNING COMMISSION

Will the Ministry of Railways kindly refer to the correspondence
resting with their U.O. note No. 61/PL|3{1(2) dated the 27th June,
1961 regarding the estimate of increase in miscellaneous goods traffic
during the Third Plan period? The Planning Commission have care-
fully considered all the points made in the Ministry’s note. As the
Ministry are aware, the Commission have been always anxious to
show the estimates of increases in miscellaneous goods traffic sepa-
rately for iron ore for export, railways' stores and other general
goods and have had no desire to lump these estimates together. So
far as the estimate of rail movement in respect of iron ore for export
is concerned, the figure of 11.0 million tons for 1965-66 has already
been accepted by the Railway Board. As regards the ecstimate of
traffic for railways' own stores, the Planning Commission have
already agreed to show it as 225 million tons for 1965-66 in the
report on the Third Five Year Plan. The Ministry will recali that
this estimate was shown by them as 21 million tons at the time the
traffic on account of steel and raw materials was shown as 36 mlillion
tons for 1965-66. Whereas the estimate on account of rallways’ stores
has been increased by 1.5 million tons, that for steel and raw mate-
rials has been reduced by 2.0 million tons. (The reduction of 1.5
million tons is on account of raw materials of steel and 0.5 million
tons on account of finished steel). The average lead of traffic in
raw materials for steel is 130 miles as against the lead of 63 miles
for the railways’ own stores. Thus, the rolling stock capacity made
available on account of the shortfall in raw materials for steel should
be enough to take care of the additional traffic on account of the
railways’ stores.

As regards the point that the tempo of construction in the Third
Five Year Plan would be considerably higher than in 1960-61, the
Planning Commission wish to point out that if works relating to
new lines, bridges, line capacity works, track renewal, electrification
and staff quarters are taken together, the average annual expendi-
ture on such works during the Third Plan period is likely, if any-
thing, to be lower than the expenditure on such works in 1960-61.
Since several of the line capacity works are to be so phased that
they may be completed in the first few years of the Plan, the ex-
penditure on construction work in the last year of the Third Plan
may, in fact, be somewhat lower than the average expenditure over
the five years of the Plan. The Commission have doubts, therefore,
whether the traffic in railways' stores will actually increase from
less than 18 million tons in 19680-61 to 22.5 million tons in 1965-66 as
assumed by the Railway Board. However, since the Railway Board
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so desired, this estimate of 22.5 million tons has been shown in the
Report on the Third Plan.

2. As regards traffic in other general goods, the estimate that the
Planning Commission have shown in the Third Plan is 75.5 million
tons as against 75.0 million tons which they had indicated in the first
draft of the Chapter. The addition of 0.5 million tons is matched by
an equivalent reduction in the estimated traffic of finished steel; the
average lead in both cases being almost the same.

3. As regards the point that the estimate of miscellaneous goods
traffic requires to be revised upwards, the Planning Commission
wish only to point out that after discussions with the Railway Board,
the Commission has included the following statement in the Report
of the Third Five Year Plan: —

“Furthermore, since the overall estimates of traffic can only
be treated as tentative at this stage, they will be subject
to constant review in the light of the actual trends in
traffic from year to year.”

1t will be appreciated that if on a review of the position later during
the Third Plan peried, it is found necessary to provide for additional
facilities for general goods traffic, this will be considered by the
Planning Commission. As explained in this office U.0. No. T&C 7
(19)/60 dated the 5th June, 1961, it is difficult at present to indicate
precisely the additional investments required for line capacity works
for every little increase in miscellaneous goods traffic. Surely, the
Railway Board are not planning additional capacity on various sec-
tions exactly according to the estimated requirements by the end of
the Third Plan period and some spare capacity is being planned by
them with a view to providing for future increases. Therefore,
except for a few sections which may be working to saturation point,
the main problem in the event of traffic in general goods exceeding
the present expectation, will be to provide for additional rolling
stock. The Ministry will appreciate that there is sufficient capacity
available for manufacturing wagons within the country; the present
capacity being assessed at 26,000 wagons, the actual production of
wagons 15 only about 50 per cent of the capacity. It should not,
therefore, be necessary to increase the capacity of manufacture of
wagons on account of increases in estimates of miscellaneous goods
traffic. Allthat will be necessary is to regulate the orders for wagons
to be placed by the railways in a manner so as to provide sufficiently
for the estimated increases in such trafic. The Ministry of Railways
had indicated in their U.O. No. 58|/PL!2|P|6 dated the 4th May, 1858
that “the placing of orders for wagons had to be on the basis of an
assessment usually 18 months before the date of delivery in order
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to enable the mapufacturers to collect materials and arrange produc-
tion schedules etc.” It should be possible, therefore, to make adjust-
ments in the wagon procurement programme later depending upon
the review of the position every year.

4. The Planning Commission, would, in fact suggest that the
Ministry of Railways should kindly keep them apprised of the trends
in general goods traffic and the sections on which the pressure on
account of traffic in these and other goods is increasing beyond ex-
pectations, not merely from year to year but on a quarterly basis
so that the measures considered necessary to meet the increases in
traffic could be planned in time. The Commission trust that with
this assurance the Ministry of Railways will not insist on any imme-
diate modifications being made in the Railways' plan at this stage
with a view to providing for higher estimates of traffic as assessed
by them.

Sd/- K. L. LUTHRA,
Director (Transport).

Ministrv of Railwayvs (Railway Board) —Shri O. S. Murthy, Director
(Railway Planning)

Planning Commission U.O. No. T&C/7(19) 60 dated the 28th July,
1961.

ANNEXURE IV
GOVERNMENT OF INDIA
MINISTRY OF RAILWAYS
No. 61/PL/3/1 (9) New Delhi, 26th Feb. 1962
OFFICE MEMORANDUM

In para 14 of the Summary Record of the Meeting held on 27th
January 1962 in the Planning Commission, it was indicated that the
Railway Board would furnish details of the line capacity works re-
quired in connection with the movement of 10 million tons of addi-
tional general goods traffic during the Third Five Year Plan. It
was also mentioned in this para that since the delivery period of
additional rolling stock required for this traffic was 12 to 18 months
the matter could justifiably be considered next year especially in
view of the fact that the Railways’ expenditure on rolling stock
would be considerably less in the last year of the Plan.

2. The Railway Board have given careful consideration to the
questijon of providing the necessary rolling stock and developing the
line capacity for the movement of this additional trafic in the Third
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Plan particularly with regard to the time factor necessary for im-
plementing the programme by the last year of the Plan.

3. Out of the total additional allocation of Rs. 75 crores required
for this purpose, Rs. 65 crores are required for rolling stock and
Rs 10 crores for line capacity work. It would be necessary to pro-
cure about 25000 additional wagons (in terms of four-wheelers) and
120 B.G. diesel locomotives. In regard to the time required for the
procurement of this rolling stock involving both imports as well as
indigenous production, it is necessary io explain, in some detail, the
steps that are essential for their procurement.

4. In the case of diesel locomotives which will have to pe imported,
the time required between the placement of orders and the actual
deliveries in the country would be about 12 to 18 months. In addi-
tion, nearly a year is required for processing the orders upto the
stage of finalisation of the contract with the supplying firm. This is
because after the clearance of the foreign exchange for import is
obtained, tenders have to be invited allowing a period of at least
three months for the tenderers and a further period of three months
for scrutiny of the offers. Often, it is found that a reduction
in price could be achieved through negotiation with the
tenderers with the result that not less than a year is required before
the order can be finalised. The total time required for the procure-
ment of imported locomotives, is, therefore, of the order of 2 to 2-1|2
vears. This is also confirmed by the experience we have so far had
in the procurement of such locomotives by import.

5. As regards wagons, the manufacturing programme for 1962-63
which is the second year of the Plan has already been finalised in
all respects. This programme takes into account the manufacturing
capacity available in the country including in the Railway work-
shops. It is not possible to increase this programme. At the present
moment, the Railway Board is finalising the rolling stock programme
of 1963-64, i.e., a year and a half in advance of the actual commence-
ment of the delivery of the wagons included in this programme.
This period is essential because the available capacity with wagon
manufacturers has to be discussed individually so that the entire
requirements of different types of wagons are covered between the
different manufacturers after taking into account the installed equip-
ment and the capacity for manufacture of different types of wagons
of each manufacturer. After the allocation of the programme is
settled the manufacturers have to prepare lists of material and com-
ponents which have to be procured. They have also to arrange, in
time, with their sub-contractors for the procurement of some of
the components. The Railway Ministry has to arrange, if necessary
by tmport, the required sheets and plates, wheel-sets and other com.
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ponents for supply to the manufacturers. Import of components
again involves invitation of global tenders. It would thus be seen
that between the commencement of delivery and the finalisation of
the Rolling Stock Programme, a minimum period of about 14
vears is required; the period till completion of the delivery being
24 years. Under these circumstances the procurement of a size-
able number of additional wagons of the order of 25000 wagons to
be dovetailed into an augmented indigenous capacity would need
action being initiated immediately. Since all the additional 25000
wagons cannot be procured in one year over and above the present
programme, it will be necessary to spread it over a minimum of
two years viz. 1963-64 and 1964-65. It will, therefore, be appreciated
that it would not be feasible to delay a final decision on the pro-
curement of additional rolling stock in this case by another year as
suggested at the Meeting

6. As regards line capacity works, the existing capacity and the
capacity planned for the movement of 255 million tons (inclusive
of 10 million tons of short lead for coal) at present approved (sub-
ject to the additional allocation of funds required being made), has
been examined on the various routes. There are, however, certain
sections which will require additional works to be carried out for
the movement of 10 million tons of additional traffic of general goods
under reference. These are indicated in the Annexure. A break-
down of the requirements of works is given below:

Crossing stations Rs 26 crores

Additional facilities in stati. n yards Rs. 22 crores
Additional loops . Rs. 2 0 crores
Extension of loops . . . - Rs. 1'2 crores
Gocds shed and transhipment shed facilities Rs. 2 o crores

ToTtaL : Rs. 1¢c o crores

7. Having regard to the fact that these works which are spread
over a large number of stations will have to be undertaken on busy
sections, the time required for undertaking the works under increas-
ing pressure of traffic will be considerable. The authorigation to
carry out these works is also therefore required to be given imme-
diately.

8. In conclusion, the Ministry of Railways would like to reiterste
that as one year of the Plan is already over and the additional capa-
city will have to be created by the beginning of the last year of the



138

Plan for handling the increased target traffic in that year, it is neces-
sary that an immediate decision is taken in the matter, because if
there is any delay in the authorisation to the Railways to proceed
with the works and the procurement of rolling stock, it will not be
possible for the Railways to handle the additional miscellaneous
goods traffic which they consider would be offering in the last year

of the Plan.

New Delhi.

Sd/- 0. S. MURTHY,
Director, Railway Planning.

The Planning Commission (Shri N. C. Shrivastava),

Copy to Shri V. S. Mishra, O.S.D. (Transport)

Planning Commission, New Delhi.

Works required in connection with additional movement of 10 million
tons of miscellaneous Goods traffic in Third Plan

{a) Crossing Slan'o;v-—-((‘,osl Rs. 26 crores) 'B) };a;d fam;iitie:—(Cost Rs.

2°2 crores).

Sections T
Ambala Nagpur Batharshah
Wardha Balharshah Kacheguda
Bina Thansi Purna
Dhond Manmad Pakur
Bandel Azizganj Azimgan,
Ludhiane Jakkal Hissar
Ghaziabad Saharanpur Nengal Dam
Delhi Ambala Delhi-Sarai Rohilia
Sarhind Nangal Dam Hassangarh
Gonda Gorakhpur Bhatinda
Kasganj Fatehgarh Sirhind
Fatehgarh Kanpur Gonda
Bangalore Dharmavaram Chhupra
Bangalore Mysore

Arsikere Bangalore Tirchy
Birur Arsikere Gonda
Pakala Katpadi Hooti
Ajmer Khandwa Mangalore
Phulers Rewari Itarsi
Surendranagar Rajkot Cuttack
Rajkot Jamnager Jamnagar
Dethi Bhatinde Nestmuch



(c) Addstional Loops—(Cost Rs.
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2-00 crores).

Surendranagar

Rajkot
Ghaziabad Sharanpur Botad
Delhi Bhatinda Broach
Achnera Kanpur td) Extension of Loops—(Cost
Belgaum Hubli Rs. 1-2 crores).
Harihar Arsikere Bina Thansi
Arsikerc Bangalore Jhansi Agra
Bandra Surat Bandel Azimganj
Surat Baroda Dethi Bhatinda
Rewari Phulera Achera Kanpur
Jamagar Okha Podanur Cochin
Ajmer Ratlam Dharmavaram  Pakala
Pandu Tinsukia Hubli Harihar
Jhansi Manikpur Dbarmavaram Bangalore
Erode Podanur Sheranur Calicut
Shoranur Cochin Botad Bhavnaga
Rajkot Veraval Jetalsar Porbunder

¢) Goods Shed ¢& Transhmipemen: Shed Facihities—
(Rs. 2 crores).

ANNEXURE V

PLANNING COMMISSION

Will the Ministry of Railways kindly refer to their O.M. No. 61/
PL/3/1(9) dated the 26th February, 1962 regarding the additional
provision for rail traffic in .general goods in the Thir | Plan period.
The Ministry will recall that the Planning Commission in their U.0.
of even number dated 29th July, 1961 had requested them to keep
the Commission apprised of the trends in general goods traffic and
the sections on which the pressure on account of traffic in these and
other goods was increasing beyond expectations, not merely from
year to year but on a quarterly basis so that the measures consider-
ed necessary to meet the increases in traffic could be planned in
time. Planning Commission have not received from the Ministry
any review in general goods traffic on these lines, namely, with refe-
rence to the sections:on which the pressure on account of such
traffic is growing beyond what it was expected in the Second or the
Third Plan. From swh:figures as are available from the publibed
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reports of the Ministry it seems that the total traffic in. general
goods including railway storesin the year 1960-61 was of the order of
83.5 million tons as against the anticipated figure of 85 million tons for
the year in the Second Plan. The estimated traffic for general
goods for the year 1960-61 was shown as 85 million tons even in the
report on the Third Five Year Plan vide table 5 on page 542 of the
report. The Planning Commission, therefore, feel that the reasons
for the shortfall in general goods traffic need to be studied in some
detajl. The estimated increases in general goods traffic for the
Third Plan period may need to be reviewed in the light of the
results of these studies. In this connection, the Commission would
like to invite the attention of the Railway Board to the fact that the
proportion of rail movement to total production in 1960-61 in the
case of several commodities which are grouped under the general
goods. was lower than what has been assumed by the Railway
Board in anticipating rail movement in these commodities for
1965-66 i.e. the last year of the Third Plan. The figures in the
following table will illustrate the point: —

Proporticn of r:7l
movement to total
production

Asassumed Actual

bv the for

Railwav 1960-61

Board for

the year

1965-66

/Percent®

Foodgrains . . . . . . ) 16-0 T4°8
Oilseeds : : . . : : _ 280 22-9
Sugarcanc . . : . . : . 45 3%7<
Sugar . . . . : . ) 60-r 492
Cotron raw . . . . A A . 70 ¢ 3512
Jute raw . . . . . . . Q0-C ey
Tea . . . ) . . . 9C-C 791

2. At the meeting of the Planning Commission with the Ministry
of Railways on 27th January, 1962, the Ministrv was advised that as
regards the additional provision for rolling stock required to meet
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any increases in general goods traffic beyond what were expected
in the Third Plan report, this could justifiably be considered a year
later. In the Ministry of Railways’ O.M. under reference, the addi-
tional 25,000 wagons required for this purpose are planned over two
vears, namely, 1963-64 and 1964-65. As the increase in ggneral goods
traffic is expected to materialise only gradually over the entire Plan
period, it is not understandable why all the additional wagons re-
quired to cater for this increase should be procured before the end of
the fourth year of the Plan, namely, 1964-65. A substantial part of
the increase in wagons and locomotives could obviously be planned
in the last year of the Third Plan—the deliveries being spread suit-
ably over all the 12 months of the year. In connection with the addi-
tional locomotives required for this purpose, a point that might merit
consideration is whether an increase in the production of steam loco-
motives could not be planned at Chittaranjan Locomotive Works, if
necessary, by introducing an additional shift at these Works. The
Planning Commission feel that this is a point which might merit con-
sideration in the Railway Board in the light of their studies of the
trends in traffic.

3. After the Railway Board have reviewed their estimates of traffic
and considered the above suggestion in regard to phasing of procure-
ment of additional stock that may be required, the matter would be
considered further by the Commission in the light of results of these
studies.

4. As regards the additional line capacity works. these. as now
proposed, consist of numerous small works such as extensicn of loops
and additional vard facilities at a large number of stations some of
which are quite important stations. The Ministry of Railways had
earlier made a large provision for such works all over the railway
system. The Commission is not aware as to what provisions wcre
then made for these stations. However. to the extent that additionat
works are considercd necessary at these stations, the Planning Com-
mission would have no ohjection to the Railway Board proceeding
with them. The odditional financial provisions required for such
works could, however, be considered later depending upon the pro-
gress of the works from ycar to year. It will be appreciated that the
total provision for line capacity works in the Third Plan was Rs. 183
crores and subsequently the Planning Commission, in fact, has agreed
to this being cxcecded with a view to enabling the Ministry of Rail-
ways to accommodate additional doubling over 275 miles required
largelv in cnnection with coal movement. 1t should be possible
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wit‘hin this very large provision to make small adjustments and ae-
commodate such small works as may be estimated to be required in
connection with any increase in general goods.

Sd/- (K. L. LUTHRA),
Director (Transport),
Tele: No. 38278.
Ministry of Railways (Railway Board)—Shri P. R. Pusalkar
Planning Commission U.O. No. T&C/7(24) /61 dated 6-4-1962.
ANNEXURE VI

(GOVERNMENT OF INDI1A

MINISTRY OF RAILWAYS
No. 61IPLI311(9) New Delhi, 18th June, 1962.
— -
Orrice. MEMORANDUM

Re: Provision in the Railway Plan for increased movement of miscel-
laneous traffic.

Will the Planning Commissior kindly refer to their U.O. No. T&C’/
7(24) /61 dated 6th April, 1962. This letter deals with the additional
provision for rail traffic in miscellaneous goods of 10 million tons in-
involving an investment of Rs. 75 crores—Rs. 65 crores for rolling
stock and Rs. 10 crores for 'ine capacity works—the clearance for
which has been urged by this Ministry vide their OM. No. 61 /PL/
3/1(9) dated 26th February, 1962

2. In order that there may be no over-lapping of issues. it is clari-
fied that the Railway Board are proceeding with all additional works
such as doublings, electrification, signalling. etc., and the acquisition
of rolling stock involving an additional investment of Rs. 120 crores
for meeting the pattern of traffic on the various sections and routes
comprehensively dealt with in Railwav Board’s U.O. No. 61/PL’
3/1(9) dated 27th December, 1961.

3. In the U.O. now under reference the Planning Commission, in
effect, say that with regard to the further demand of Rs. 75 crores
required for handling 10 million tons of additional miscellaneous
goods traffic. there is yet time to take a decision on the matter. In
their view, it is not yet certain whether miscellaneous goods traffic
needs additional provision at all, and even if there is need, it may
be considered after further studies of the trends of traffic both in
regard to increase in quantum and in regard to the proportion of rail
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mwvement in relation to total production are completed; the rolling
stock required could be ordered some time later. It is also the view
of the Planning Commissior that as regards additional line capacity
works required for this miscellaneous traffic, there may be sufficient
room for accommodating these works within the enhanced provision
for the Railway Plan. They further consider that if some of the
works listed in this office memorandum of 26th February, 1962 are
necessary. there would be no objection to the Rai'way Board proceed-
ing with the works; but additional financial provision required for
these works would be considered later depending upon the progress
of the work from vear to vear.

4. This approach both in regard to line capacity works, and with
regard to relling stock in respect of the additional miscellaneous
traffic is not, in the view of this Ministry, practicable. These issues
are examined in greater details in the following paragraphs.

4.1. The Planning Commission have desired that the estirate of
traffic in miscel'aneous goods expected to materialise in the Third
Plan should be reviewed in the light of the actual materialisation of
such traffic in the last year of the Second Plan and the present
demands for transport of such traffic.

4.2. The Planning Comimission have observed that the actual traffic
during 1960-61 was 83.5 million tons against the estimate of 85 million
tons. It is clarified that the shortfall was not on account of miscel-
laneous traffic for the public but on account of less movement of iron
ore for export on Railways’ own account, some of the works having
suffered due to shortage of rails etc. Moreover, it cannot be the con-
tention of the Planning Commission that there were no unsatisfied
demands for transport. which if they could be meet, would have in-
creased the figures for miscellaneous traffic still further to an appre-
ciable extent.

4.3. The Planning Commission have referred to figures of propor-
tion of rail movement tn total production in respect of certain com-
modities during the year 1960-61 and have observed that these were
lower than the proportions adopted in making the estimate for rail
transport in 1965-66. It has to be clarified that the lower proportions
of rail movement to total production in respect of certain commaodi-
ties in this particular year do not indicate the total demand ior rail
transport in respect of these commodities in this year. The figures
for the year 1960-61 merely show the relationship between the total
production and the actual transport by rail provided during the year,
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which does not necessarily indicate that the full demands of trans-
port of these commodities were met by the quantities actually car-
ried by rail during this year. It is this marginal gap thdt it is now

intended to cover by making an additional provision under this
traffic.

4.4. This Ministry desire to reiterate that the commodities listed
under the term “miscellancous goods” traffic include raw materials
and finished products of all industries except the steel. coal and
cement industries. Even in respect of the cement industry, rail
transport is required for raw materials in the case of certain factor-
ies and this movement is included under “Miscellaneous goonds”
traffic. Therefore, inadequate provision for rail transport of mis-
cellaneous goods traffic in the Third Plan would inevitably result in
a shortfall in meeting the transport requirements of such industries
the production programmes of which are an integral part of the
Third Five Year Plan. The consequences nf such a shortfall wi'l no
doubt be serious on the implementation of the Plan as a whole and
this Ministry, therefore. considers that the additional provision for
miscellaneous goods traffic as proposed should be provided for in the
Railwav Plan. Besides raw materials and finished products of indus-
tries as mentioned above, the categorv of “miscellaneous goods”
traffic also includes commwodities essential for the life of the commu-
nitv such as foodgrains, fertilisers. vegetable and mineral oils. paper.
cotton, textiles. iute, oil seeds. sugar. sugarcane: tea; salt: ete. In
addition. a'l construction muoterial required in connection with the
setting up of new industries and expansion of existing industries in-
cluding the steel plants. cement factories. multi-purpose proijects,
housing ete are also included under the categorv of “Miscellanenus
Goods™ traffic. A shortfall in meeting the transport requirements
of these commodities manv of which cannot be transported by means
other than rail will have adverse repercussions on the industrial
develnpment programme as well as on the plan assumptions of meet-
ine the needs of the community in essential commodities and con-
cumer goods. This Ministrv would, therefore, reiterate that addi-
tional provision should be made in the Railwavs' plan for meeting
the transport requirements #f commodities falling under the catepgorv
of “miscellanecus goods™ traffic. a major portion of which cannot be

denied transport on the p’ea of non-essential character of the com-
modities concerned.

45. The Planning Commission have suggested that they mav be
apprised of the trends in general grods traffic and the sections on
3152(aih LS—10,
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which the pressure of movement of such traffic is increasing beyond
expectations on a guarterly basis so that the measures considered
necessary to meet the increase in traffic could be planned in time.
It has to be clarified in this connection that there are no statistics in
the accepted sense of the term. which are compiled or can be com-
piled as a regular measure to reflect the actual demands for transport
of “miscellaneous goods” traffic from and to different areas. The
Railway administrations are in close touch with the users of rail
transport and their judgement in respect of the likely vo'ume of ad-
ditional transport for which demands exist has to be accepted. The
figures of outstanding registrations for wagons which are available,
cannot be taken to reflect accurately the outstanding demands for
transport, as for obvious reasons when supply of transport is limited
over certain routes, the registration of demands is somewhat exag-
gerated and on the other hand, the permissible maximum registra-
tions for loading of wagons being related to the handling and trans-
port capacity available at each station. results in a depression of the
actual demand. During the last two years non-availability of rail
transport for meeting the full demands of industries and other users
of the Railways has been a common feature and the Planning Com-
mission is aware of the position, as some of the parties have taken
up their complaints of lack of transport to the Planning Commission.
This Ministty, therefore, considers that there is ample justification
for increasing the provision for rail transport for commodities which
are covered by the general term of “miscellaneous goods” traffic in
the Third Five Year Plan and unless this is done immediately, the
complaints regarding lack of transport both for industries and trade
will increase in volume and the resu'tant situation will affect the
implementation of the Third Five Year Plan,

4.6. The Planning Commission have observed that as the increase
in general goods traffic is expected to materialise only gradua'ly over
the plan period as a whole, they are unable to understand why the
additional wagons required for the increased provision for such traffic
should be procured before the last year of the Plan. They also con-
sider that a substantial part of the increase in wagons and locomo-
tives could be procured in the last year of the Plan, the deliveries
being spread suitably over a'l the 12 months of a year. For this very
reason (ie. that the additional traffic will materialise gradually in
every year of the Plan and not only in the last year of the Plan), ad-
_ditional rolling stock should be procured, in the opinion of this Min-
istry, gradually in every year of the Plan and not only in the last one
or two years of the Plan. This grad ual procurement can be done only
if a'dequate orders for the rolling stock manufacture are placed and
action taken for the placing and procurement of the material with
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indigenous and imported. The manufacturers can also go ahead with
their production schedules. The mianufacture of wagons is not cn
top and cannot be increased or suddenly decreased at will.

5. The Planning Commission is aware of the numerous difficulties
in production of wagons and import of diesel and electric locomotives
which have to be overcome before the planned quantity of rolling
stock can be commissioned into service. In this connection attention
is invited to paras 4 & 5 of this Ministry's O.M. of 26th February,
1962 referred to earlier. It will be unrealistic to assume that all
these difficulties, miany of which are the result of unforeseen deve-
lopments, would be overcome completelv and planning for procure-
ment of rolling stock subjected to a fine adjustment. Even if the
decision to provide increased capacity for transport is taken right
now, no increased capacitv can be provided in the next two years of
the Plan. If clearance to the Railwavs is given at a late stage and
the Railways are called upon to handle the increased traffie, it would
be inmipossible to do so.

6. The Planning Commission have suggested that the question of
production of additional steam ‘ocomotives at Chittaranjan Loco-
motive Works should be considered, presumably to reduce the
import of diesel locomotives for the additional traffic. It is pointed
out in this connection that the future vpolicy regarding motive
power on the Indian Railways was gone into in detail when the
Third Five Year Plan was prepared. and it was decided that the
procurement of steam locomotives should be stabilised at the exist-
ing level. Apart from the question of policv, the Commission is also
aware that capacitv is heing developed at Chittaranjan Locomotive
Waoarks for procressively increasing the manufacture of  Electric
Locomotives. It will not. therefore, be feasible to provide the in-
crease in motive power reauired. both on B.G. and M.G. by produc-
tion of additional steam locomotives over and above what is envi-
saged in the Plan.

7. In vegard to the line capacity works required for the increased
target of miscellaneous gonds traffic, this Ministrv had proposed an
additional vrovision of Rs. 10 crores. Attention is invited in this con-
nection to this Ministry's U.O No. 61'PL.3'1(9) dated 27th December,
1961 in which it was clarified that the total cost of line capacity
works vrogrammed in the first two years of the Plan period for
handling the traffic more particularly of coal. the pattesn of move-
ment of which was made available to the Railwavs after the initial
plans were formulated and short lead movement of coal. including
the forwargd expenditure from the Ser:ond Plan. was Rs. 230 crores.
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Almost all of these works which are esscntial high priority works
would be completed during the Plan period and, therefore, the full
expenditure of Rs. 230 crores would also be incurred during the Plan.
The Planning Commission also agreed at the meeting he'd on 16th
January, 1962 that further doubling to the extent of 275 miles re-
quired to cater for the pattern of coal movements on various routes
could be taken up by the Railways. This Ministry had proposed in
their U.O. referred to above that a total allocation of Rs. 249 crores
would be required for line capacity works excluding the cost of the
additional doubling of 275 miles which are not included in the pro-
grammes of the first two vears of the Plan. The total cost of works
approved so far (i.e. at the beginning of the Second vear of the Plan)
including the additional doubling of 275 miles is. therefore, already in
excess of the total allocation of Rs. 249 crores asked for and. there-
fore, there is no scope for accommodating the additional works re-
quired for the increased target of “miscellaneous goods” traffic with-
in this provision. The works proposed in connection with the in-
creased target of “miscellancous goods” traffic have not yet been
programmed; once the additional works are taken up as suggested
by the Planning Commission thev would have to be completed and
additional expenditure increased.

8. The Ministry of Railways. therefore. urge that a firm decision
on the question of misccllaneous traffic should be taken, and the
Railways may be given the nccessarv clearance immediately for
making provision in respect of additional miscellaneous goods traffic.

9. This subject was a'so discussed at the meeting of the Planning
Commission held on 25th May, 1962 and the Planning Commission
will no doubt take necessary action.

Sd/- O. S. MURTHY,
Director, Railway Planning.
The Planning Commission,

NEW DELHI.



CHAPTER 111

RECOMMENDATIONS/OBSERVATIONS WHICH THE COMMIT-
TEE DO NOT DESIRE TO PURSUE IN VIEW OF THE REPLIES
BY GOVERNMENT

Recommendation

1.40. The Committee note from para 15 of the First Report of the
Working Group on Coal Production and Transport that the original
target of 91.4 million tonnes of Coal Traffic took into account 13.78
million tonnes of Washed Coal to be moved from the washeries. The
Mid-term Plan Appraisa] specifically stated that clean coal to be
supplied by the Washeries in 1965-66 would 9.5 million tonnes. It is
thus clear that the estimate of the Working Group of the 13.78
million tonnes of washed coal exceeded the actual requirements: by
more than 4 million tonnes and this margin should have been taken
into account by the Railways while determining the net quantities
of coal to be moved.

1.43. The Committee arc constrained to observe that the sugges-
tions of the Working Group on Coal Production and Transport were
not properly followed and the actual trend of movement of coal from
year to year was not kept in view while fixing the traffic targets.

(5. No. § & 9 Appendix XV Para Nos. 1.40 and 1.43 of 22nd Report.)

Action taken

The original plan provided for a production of 98.6 million tonnes
of coal against which a rail movement of 91.4 million tonnes was
anticipated. Subsequently it was known that more coal than was
originally anticipated would move to the washeries by rail, and an
additional movement of 5 million tonnes was, therefore, provided for
with the approval of the Planning Commission. This raised the
requirement to a total rail movement of 96.4 million tonnes of coal
(91.4x5) against the accepted production target of 98.6 million
tonnes. Thus the difference in production and ra‘l movement of coal
was only 2.2 million tonnes. At the time of the mid-plan appraisal,
however, it was noticed that the ratio of duplicate movement had
actually exceeded the original estimate. The gap between the revis-
cd production and ra!l movement targets was therefore reduced
to 0.9 million tonnes (Production 89.9 million tonnes—rail movement
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89 million tonnes). It may be mentioned that the quantum of dupli-
cate movement is related to washery output to the extent that more
washed coal is supplied to the steel plants, the quantum of the dupli-
cate movement goes up and the gap between production and move-
ment is correspondingly reduced.

The Third Five Year Plan was finalised in March, 1961, whereas
the first report of the Working Group on Coal was submitted in
April, 1962. Hence the original Plan could not take into account the
recommendation of the Working Group. Further it will be seen from
para 15 of the first report of the working group. that the movement
of coal to washeries not requiring rail transport was assumed at 11.54
million tonnes. This was subsequently reduced to 7.84 million tonnes,
in Annexure I of the 2nd report (August, 1962) and as a conse-
quence, the rail transport requirement for this short-lead movement
went up by 3.70 million tonnes (11.54—7.84=3.70),

It will be seen from the table below that. during the Third Plan,
the actual rail movement of coal was quite close to the actual produc-
tion. In 1962-63, when the above projections were made. the rail
movement was as high as 99.3 per cent of the actual production.

fmilhicr 1w ves)

1951-62 196263 1963-03  19064-65  19065-66

Production . 561 61-5 66-9 640 69- 5
Rl moveme.st s3°9 614 641 62-7 66-~
Percentage of rail

movement (o

production . 961 9493 95-8 98U 961

The new methods of planning now adopted, i.e., demand orienta-
tion in the fixation of targets and annual and quarterly plan reviews,
etc. are expected to enable the Railwayvs to arrive at a more realistic
estimate in future.

Comments of the Audit

The observations of the Committee related to the non-adjustment
of traffic forecast for movement of washed coal when the output of
washed coal was brought down by 4 million tonnes in the Mid-term
Appraisal. Since the shortfall in output affects the movement in
two directions. the non-inclusion of movement in one direction in
the earlier estimates does not affect the observations made by the
Committee.
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Further Comments of the Ministry of Railways (Railway Board)

The Committee’s observation was that the margin of 4 million
tonnes in the estimated output of washed coal should have been
taken into account at the time of the Mid-term Appraisal while deter-
mining the net quantities of coal to be moved. In the Action Taken
Note the Ministry of Railways have explained how the original
Third Plan target was not based on the estimate of the Working
Group on Coal Production and Transport of the movement of coal to
and from washeries, and as such there was no occasion for a corres-
ponding reduction when the anticipated movement from the washe-
ries was reduced by 4 million tonnes. The Mid-term Appraisal was
carried out on the basis of the empirical ratio between total produc-
tion and total rail movement of coal. In 1962-63, the year before the
Mid-term Appraisal, the percentage of rail movement to production
had reached 99.8 per cent. In view of this, against the production of
89.9 million tonnes, rail movement of 89 million tonnes was assumed.
Since the Mid-term Appraisal was not based on output of washed
coal, the question of shortfall in output affecting movement in two
directions and not only in one direction, would not appear to arise.

Further comments of the Audit

It is suggested that the Audit observations along with the Minis-
try’s remarks thereon, on which we have no further comments, may
be forwarded to the Lok Sabha Secretariat.

[Ministry of Rlys. (Rlv. Board) O.M. No. 68-B (C)-PAC/IV 22(9)
dated 3-12-1968].

Recommendation

The Committee regret the delay that has occurred in arranging
the supply of electric traction equipment from Heavy Electricals.
The Committee stress that Heavy Electricals should gear up their
manufacturing and supply programme for electric traction equip-
ment so that the programmes for the manufacture of EM.U. coaches
does not suffer.

(S. No. 20, Appendix XV Para 230 of 22nd Report).

Action taken

As far as the Ministry of Railways are concerned, the importance
of timely and adequate supply of electric traction equipment from
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Heavy Electricals, Bhopal, to suit the manufacturing programme of
EMU coaches, electric locomotives and diesel-electric locomotives
has been pursued at the highest level and is being followed up con-
tinuously through correspondence, coordination meetings, personal
visits etc. The Senior Inspecting Engineer of the Railways posted
at Bhopal also follows up the manufacture and supply of the electric
traction equipment by HEIL to the Railways. It is hoped that HEIL
will be able to gear up their production programme to suit the manu-
facturing programme of the Railways in the near future.

[Ministry of Rlys. (Rly. Board) O.M. No. 68-B(C)-PAC IV 22(0),
dated 20-9-68].

Recommendation

The Committee regret the delay that has occurred in arranging
the supply of electric traction equipment from Heavy Electricals.
The Committee stress that Heavy Electricals should gear up their
manufacturing and supply programme for electric traction equip-
ment so that the programme for the manufacture of EM.U. coaches
does not suffer.

(S. No. 20 Appendix XV, Para 2.30 of 22nd Report).
Action taken

Noted. Timely delivery of cquipment depends amongst other
things upon factors such as timelv receipt of orders, clearance of
foreign exchange and proper product-mix. All these are controlled
by the Railwayvs. In this particular case. Heavy Electricals (India)
Limited have orders for 63 more sets only which wiil be completed
within the first few months of the vear 1969-70.

The committee on Public Undertakings (Fourth Lok Sabha) exa-
mined this aspect and have recorded as follows in their final report:

“It appears to the Committee that had the designs and  the
specifications been given to HEIL in time perhaps. they
would have manufactured and supplied the equipment
to the Railways in time. It seems that the indecision on
the part of Railways delayed the timely action being
taken by the Undertaking to Manufacture these equip-
ments.”

[Ministry of Industrial Development & Company Affiairs (Deptt. of

Industrial Development) DO No. 25 23 68 HECHE, dated
24-9-1968].

Recommendation

The Commitiee are not able to appreciate why the Railways did
not curtail the capital outlay or at least stabilise it at the level of
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invesetment reached in 1962-63 (namely Rs. 215 crores) for the
remaining three years of the Plan when it was abundantly
clear that the traffic for Railways would be markedly less than was
originally envisaged. The Committee cannot help pointing out that
if the Railways had been more realistic and critical in the matter of
capital expenditure in 1963-64, it should have been possible not only
to save heavy capital investment but also to avoid adverse reper-
cussions on the general economy which have resulted from a steep
curtailment in the level of capital outlay of Railways from Rs. 275
crores in 1964-65 to Rs. 150 crores in 1967-68.

(S. No. 24, Appendix XV, Para 3.10 of 22nd Report).

Action taken

1. The mid-term Plan appraisal was made in November, 1963
The traffic targets for 1965-66 was set them at 245 million originat-
ing tons in place of 264 million assessed in January 1962, In the
Planning Commission’s Publication entitled “The Third Plan Mid-
term Appraisal” it was stated “Trends in traffic—The development
programme for railwavs in the Third Plan was drawn up in relation
to a total traffic of 245 million tons estimated to materialise in 1965-
66. The present programme provides for capacities adeguate for
carrying 260 million tons. Owing to shortfalls anticipated in the
production of steel. coal and cement industries, originating traffic in
the last year of the Third Plan is now reckoned at about 241 million
tons.  However. since the traffic will be growing steadily
over the remaining period of the Plan. originating traffic on the
railways during the last quarter of the vear 1965-66 is expected to
correspond to a higher annual rate than the estimate of 241 million
tens for the vear as a whole. It is proposed to carry out the rail
transport programmes as enlarged so that transport capacities should
be adequate and even a little ahead of actual need at the beginning
of the Fourth Plan™.

2. The expenditure during 1964-65 and 1965-66 was based on
annual reviews, reductions being effected in the development prog-
ramme of Railwavs bv slowing down or deferring to the Fourth
Plan schemes linked with specific projects and cutting back the pro-
curement  programme for Rolling Stock. The outlay on new
schemes taken up during each of the last three vears of the Plan
was brought down from about 13 per cent in 1963-64 to 10 per cent
in 1964-65 and to only 6 per cent in 1965-66. The bulk of the invest-
ment in each of these yvears was in respect of works already com-
menced in the earlier yvears of the Plan or for the Rolling Stock re-
ceived in those vears apainst orders which had been placed earlier.
Curtailment of the outlays could be made only in respect of new
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schemes under consideration but not in respect of the works already
commenced and in progress.

3. The lower level of capital outlay in 1967-68 was rendered
possible due to completion in the earlier years of a number of
works already in progress and curtailment of outlay on new works
and schemes.

4. For judging the repercussions on the general economy, one
should look at the total outlay including expenditure from Deprecia-
tion Reserve Fund, Development Fund etc. rather than merely the
outlay charged to capital. The reduction in total outlay was more
gradual—than on capital outlay alone-—from 389.62 crores in 1964-
65 to 363.56 crores in 1965-66 and 286.05 crores in the Revised Esti-
mates for 1967-68.

[Ministry of Rlys. (Rly. Board) O.M. No. 68-B(C)-PAC/IV/22(2),
Dated 20-9-68].

Recommendation

The Committee may be informed of the final settlement reached
with the foreign firm regarding recovery of liquidated damages on
account of delayed supply of main equipment.

(S. No. 39, Appendix XV Para 5.3 of 22nd Report)

Action taken

It was stated in the written note on the subject earlier submitted
to the Committee, as has also been referred to in para 5.2 of the
Report, that an amount of DM 675,000 had already been recovered
from the firm as liquidated damages on account of delayed supply
of the main equipment and that the amount of liquidated damages
on account of delay in supply of spares was yet to be advised by the
D.G./1.SM. London.

The 1.S.M London, who were the contracting authority and who
were also therefore the authority to decide the question of levy of
liquidated damages have since advised this Ministry as under: —

“Maximum liquidated damages recoverable in respect of
delay in delivery of spares DM 45,084. After making duc
allowance for reasons for delay outside suppliers control
like Fire, Strikes, building of Berlin Wall in 1861 etc.,
liquidated damages reduced to DM 24,321. As we have
previously recovered liquidated damages of DM 675,000
by way of an ad hoc settlement against a total claim of
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1.25 million Deutche Mark on account of delay on loco-
motives and equipments it was not considered to be in
best public interest to mar our good relations with the
GROUP who is sole supplier of this type of equipment to
Indian Railways by recovering such a small additional
amount.”

It is further advised that the Railways suffered no loss or incon-
venience due to the delay in receipt of spares, as they were available
for use by the time the locomotives were put into service, which
itself was delayed and for which DM. 675,000 had already been
recovered.

[Ministry of Railways (Rly. Board) OM No. 68-B(c)—PAC-IV/22
(0) Dt., 20-9-68].

Recommendation

The Committee are concerned to note that although agreement
with the firm for technical assistance was executed more than two
vears after the offer was made no attempt seems to have been made
during this period to tap indigenous sources and capacity for the
manufacture of the equipment. It is surprising that soon after the
agreement was signed it became known that the seven items could
be produced by the trade independently.

(S. No. 40, Appendix XV, Para No. 5.12 of 22nd Report)

Action taken

Negotiations for the manufacture of some of the electrical equip-
ment required for the electrical locomotives were started with
M's. GROUP in January, 1961 but a firm agreement could only be
entered into with them in November, 1962. The 13 items to be
manufactured under the Collaboration Agreement were decided
taking into account the recommendations made by the collaborators
and also the possibility of obtaining such equipment in the country
from other sources. At the time the Collaboration Agreement was
finalised and signed, the development of the other industries in the
country was also such that there was no definite possibility of
meeting the Railways’ requircments of equipment on the sophisti-
cated electric locomotives. However, with the general spurt in the
industry it was observed that some of the manufacturers in the
country could meet the requirements of the Railways more economi-
cally than if the Railways undertook to set up special facilities for
manufacture of these equipments, provided they could get detailed
specifications which were not then available with the Railways.
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On this basis it was decided to obtain the 7 items out of a total cf
13 items from the trade independently. As mentioned earlier
these items which could be manufactured by the trade were such
that they could be produced only with the help of specifications
framed by the Railwayvs based on the data supplied by the collabo-
rators after the agreement was signed. With this Mangement, the
development of additional facilities by the Railways in their own
workshops or with the Heavy Electricals has been avoided, and the
facilities available with the trade for manufacture of these equip-
ments alongwith other similar equipments for the general purpose
has been taken advantage of.

[Ministry of Railways (Rly. Board) OM. No. 68—B(c)—PAC-IV/
22 (0) Dt. 20-9-68].

Recommendation

The Committee are disappointied to find that only 54 locomotives
were produced during the Third Plan besides the assembly of 12
knocked down locomotives against the Plan target of 95 lccomotives.

(S. No. 44, Appendix XV Para 5.35 of 22nd Report)

Action taken

While the observations of the P.A.C. have been noted. it may be
reiterated that in terms of the Project Report submittcd by Ms.
Alco (the Collahorators) in May 1962, the anticipated production
during the Third Plan was 83 locomotives which included the
assembly of 12 knocked down locomotives. This Plan target of 95
as previously indicated was arrived at by adding the figure of 12
locomotives to be assembled from knocked down condition to 83
which was an error. It is regretted that this error went un-detected.

Therefore. against the actual target of 63 locomotives including
the assembly of 12 knocked down locomotives, actual production
was 66 locomotives of which 61 were physica'ty turned out from the
factory and 5 were detained beyond 31-3-66 for final inspection and
despatch. The reason for not having achieved this target of 83 loco-
motives has already been explained in Railway Ministry's written
reply to Point 16 of the Points arising out of the evidence tendered
before the P.A.C. on 11-12-1967 in connection with the Audit Report
(Railways) 1967—paras 1 to 5, 16 and 17.

{Mwmistry of Ratlways (Rly. Board) OM No. 68-B(c)—PAC-1V/
22(0) Dt. 20-9-68].



CHAPTER 1V

RECOMMENDATIONS '/OBSERVATIONS REPLIES TO WHICH
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE WHICH
REQUIRE REITERATION.

In this connection to the Committece would also invite reference
to the recommendations of the Estimates Committee made in para.
56 of their Thirty-Third Report (Third Lok Sabha).

They would like to be informed as to whether the procedure
mentioned at page 23 of the Eightv-eighth Report of Estimates
Committee (Third Lok Sabha) is since being strictly followed by
the Coal Controller and whether the Railways take into account in
planning for coal traffic the direction-wise transport requirements.

[Sr. No. 10 of Appendix XV of 22nd Report (Fourth Lok Sabha)].

Action taken

The factual information in regard to direction-wise requirements
was duly collected and a realistic assessment of direction-wise move-
ment of coal was furnished to the Railwavs for 1964-65 and 1965-66.

The transport requirements from each coal tield to various cate-
gories of coal consumers during each half vear of 1967-68 and 1968-69
were worked out and furnished to the Railways. In respect of all
the major consumers, the details related to the individual con-
suming units while in respect of small consumers, the information
was given state-wise. The transport requirements for the new
Fourth Plan starting on Ist April 1969 will be worked out after the
report of the Planning Group on coal is finalised.

One important development which has token place recently is
the removal of control over the distribution of coal (other than
coking coal required for the metallurgical industries) with effert
from 24th July 1967. After decontrol the Coal Controller no longer
drawn up the programmes of the non-coking coal consumers. Hence,
the collection of factual information on a continuing basis may
not be easy. The forecasts of transport requirements have to be
based on the estimated demands for coal as assessed by the Planning
Group on coal. The Coal Controller is, however, taking steps to
collect as much statistical information as possible with the available
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staff and facilities and such information will be made use of in
making the estimates and in reviewing them periodically.

[Ministry of Steel Mines & Metals (Department of Mines &
Metals) D.O. No. 9/14/68-CI, dated 9th October, 1968].

Recommendation

In this connection the Committee would also invite reference to
the recommendations of the Estimates Committee made in para 56
of their Thirty-Third Report (Third Lok Sabha).

“The Committee observe that although the vear-wise targets
of coal production as worked out by the Working Group
in its Second Report have been agreed to bv the Railways
and thev are broadlv committed to move the quantity
indicated therein, the fieldwise target of production and
direction-wise movement thereof during ecach of the
remaining three vears of the Third Five Year Plan. have
still not been furnished to them bv the Ministrv of Mines
and Fuel Tt is unfortunate that the lessons of the Second
Plan when production was deliberately stepped up regard-
less of the fact that corresponding transport facilities were
not available, have yet to be learnt.

Now that a coal production target of 983 million tons has been
agreed to bv all concerned. the Committee would stress
upon the Ministrv of Mines and Fuel the need to work out
the fieldwise tarcets of production and directionwise
movement thereof for each of the remaining three vears
of the Third Five Year Plan so that the Ministry of Rail-
wavs get timely notice to gear up their transport arrange-
ments to meet in full the requirements.”

In revly (vage 23 of Eightv-eighth Report of Estimates Com-
mittee, Third Lok Sabha)the then Ministry of Mines and Fuel stated
that the direction-wise transport requirements for movement of Coal
during the final year of the Plan had been furnished but information
for the intervening vears could not be made available as the soon-
soring authorities were not able to furnish detailed destination-wise
requirements from year to year. It has heen added—

“For the purnose of future plannine. however, it has been
decided that the Coal Controller will organise, on a conti-
nuing basis, the collection of factual information in regard
to direction-wise requirements, so that a realistic assess-
ment of directionwise movement of coal can be made from
year to year.”
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The Committee would like to be informed as to whether the above
procedure is since being strictly followed by the Coal Controller and
whether the Railways take into account in planning for Coal traffic
the direction-wise transport requirements.

[S. No. 10, Appendix XV, Para 1.44 of 22nd Report]

Action taken

In regard to the Third Plan, the Working Group on Coal Pro-
duction and Transport, under the Ministry of Steel, Mines & Fuel
(Department of Mines & Fuel) had developed detailed rail transport
requirments for the movement of coal for all the major routes on
the Railways. The detailed requirements of wagons in different
fields for different destinational routes were given.

For the old Fourth Plan ending in 1970-71, the Ministry of Steel,
Mines & Metals furnished information concerning the anticipated
field-wise production of coal and its consumption requirements for
each of the major industries. The rail movement pattern, on the lines
of that developed for the Third Plan, was. however, not indicated in
detail.

For the present Fourth Plan (1969-70 to 1973-74) the Ministry of
Mines & Metals has been requested to furnish a direction-wise
breakdown of the rail transport requirements. This is awaited and
the Ministry of Mines & Metals is being reminded to expedite supply
of the information. The rail transport capacity will be determined
on receipt of this information, as desired by the Election Committee
and the Public Accounts Committee. It is proposed to keep the
information under constant review in consultation with the Ministry
of Mines & Metals and the Planning Commission to modify the rail
transport plan from time to time to the extent necessary.

[M. of Rlys. (Rly. Bd.) O.M. No. 68-B(C)-PAC IV 22(0) dated
21st September. 1968].

Recommendation

In this connection the Committee would like to invite the atten-
tion of the Ministry of Railways to the following observations made
by the Committee on Transport Policy and Co-ordination in January,
19656 on which the Chairman of the Railway Board was represented:

“....there are several instances of decisions on new railway
lines being taken on considerations other than commercial,
such as, administrative need or general regional develop-
ment. It is necessary to reconsider the approach to be
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followed in the construction of new railway lines in future.
We are of the view that, generally, the Railway should
provide for only those lines which are expected to yield,
over a period of time, normal return on the investment
involved in their construction. The lines which are
expected to be unremunerative cven after a few years of
their opening should be taken up only in exceptional
circumstances and in all such cases provision should be
made to compensate the Railways for the losses involved.”

The Committee endorse the above recommendations made by
the Committee on Transport Policy and Co-ordination and suggest
that the Railwayv should not provide for any new lines unless it is
expected to vield over a period of time a normal return on the
investment involved in its construction. Where. in exceptional
circumstances. the construction of an unremunerative line has to be
taken up bv the Railways. there shou'd be specific provision for com-
‘pensating the Railwavs against losses by whosoever sponsore the pro-
posal, so that the general user of the Railwavs is not burdened with
avoidable surcharge which results from such unremunerative
capitalisation.

[S. No. 14, Appendix XV, Para- No. 2.10 of 22nd Report].
Action taken
The observations of the Committee are noted.

2. The Ministry of Railways would, however, like to clarifv that,
except in the case of strategic lines required for defence purposes.
the construction of new lines is ordinarilv undertaken only if their
financial viability is accepted. Where anv non-strategic line which
is not expected to be financiallv remunerative is nevertheless to be
taken up on other important considerations, the liability is taken to
be that of the Railways in terms of the arrangement, decided upon
at the time of the 1949 Convention (which arrangement is still conti-
nuing).

The question whethrr the resultant loss should not be passed on
to the sponsoring autherities will be reconsidered at the time of the
next review of the Separation Convention.

[M. of Rlys. (Rly. Bd) O.M. No. 68-B(C)-PAC IV '22(0) dated
21st September. 1968].

Recommendation

The Committee are disturbed to find that although the Railways
procured 8336 wagons more than the number provided in the Plan
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%0 create a capacity of 249 million tonnes, the actual capacity gene-
rated at the end of the Plan period in terms of wagons was stated to
be only 225 million tonnes i.e. 24 million tonnes less than that anti-
cipated. This shows that either the assessmient of capacity at the
end of the Plan is incorrect or the estimation of physical require-
ments to achieve the envisaged Third Plan target of rail capacity
was defective. As far the plea regarding the turn-round of wagons,
the Committee find that the Third Plan envisaged that the turn-
round of wagons would come down to 9.5 days for B.G. wagons and
6.5 days for M.G. wagons. From the statistic published in the
Railway Board’s Annual Reports, it is, however, seen that the turn-
tound ie. intervening period between two loadings had actually
increased. The figures are as follows:—

B.G. M.G.

DA;S Davs
1960-61 . . . . . . . 11-2 72
1965-66 . ) . v . . . -8 8-3

The average of lead of traffic (the distance over which the
‘wagons move) in these two years was as follows:—

B.G. MG

sz Kms.
1060-61 572 316
1965-66 . . . . . . . 356 365

‘“Thus. ;-rxp—lﬁroad”Gauge (Qﬁich ;Eééunfs io;‘ 80 per cent of the
originating goods traffic) the turnround of wagons had increased
despite the reduction in the average lead of traffic.

Apparently, the turn-round of wagons has increased because of
an increase in their number. Being surplus to requirements a large
number of wagons are lying idle or are under-used and the inter-
vening period between two loadings has increased. The Committee
desire that the Ministry of Railways should make a reappraisal of
their wagon requirements in the light of these facts.

[S. No. 25 Appendix XV Para 3.15 of 22nd Report].
Action taken
The observations of the Committee are noted.

8152(aii) LS—11.
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It is, however, submitted that when the Third Five-Year Plam
was prepared in the beginning of 1961, detailed information con-
cerning the direction-wise movement and distribution of coal was:
not available. This information was not supplied by the Ministry
of Steel, Mines and Fuel (Department of Mines & Fuel) till the end
of January, 1962, after the Plan had been finalised. The estimate
of wagon requirements for the initial target of 248.9 million tonnes
thus suffered from want of this vital information. In regard to the
iron ore traffic programme, similar uncertainties existed. The total
wagon acquisition planned at that time was 117,144 of which 90,447
was on additional account. The rail transport crisis of 1960-61,
which had its maximum; impact on the movement of coal, under-
lined the necessity for a complete review of the assumptions om:
which rail transport capacity had been planned. The Coal Transport
Study Team of the World Bank which had gone into the Coal
transport problem in detail, came to the conclusion that there was a
heavy shortage of locomotives and wagons throughout the First
and Second Plans. The Third Plan had to make sufficient provision
for these.

These factors were duly taken into account at the time of the
Mid-term Appraisal of the Third Plan in November, 1963. For the
revised traffic target of 245 million tonnes, therefore, the total re-
quirement of wagons was re-assessed at 157,227, of which 136,283
were on additional account.

Against the revised estimates mentioned above, the actual pro-
curement of wagons was only 144,789 including 116,410 on additional
account. In other words the effective procurement on additional
account was 19,873 wagons less than the anticipated requirement
against 245 million tonnes of traffic.

It may be added that the entire 144,789 wagons were not avail-
able for use during the final year of the Third Plan, as many as,
7,300 being added only in the last quarter of the last year of the
Third Plan period. The effective availability, except in the last
quarter of that year, was thus around 137,000 wagons.

It was on account of all these factors that a peak level capacity
of 225 million tonnes (in terms of wagons holdings) was estimated
to have existed at the end of the Third Five Year Plan.

As regards wagon turnround, it will not be correct to say that
the turnround of wagons had increased entirely because of an in-
crease in their number. A number of factors go into wagon turn-
round, namely, increased leads of traffic, unplanned and changed
patterns of movenrent specially that of foodgrains as in this case,
interruption to movement of traffic due to agitations, bundhs, and
squatting on railway track, etc.
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As to the railways’ not having achieved the turnround of 9.5 days
on the broad gauge and 6.5 days on the metre gauge during the Third
Plan, these figures were never visualised as targets for full achieve-
ment. They were necessarily calculated as factors towards greater
efficiency, built into the Railways’ Plans for expansion. By them-
selves, they were affected by longer leads in commodities like coal’
and raw materials for steel plants, coal for Railways, eemert,
mineral oils, foodgrains, etc. The changed patterns of traffic, parti-
cularly the emergency movement of foodgrains from ports and other
distant areas to scarcity affected places in U.P. and Bihar, not only
increased the turnround period of wagons but required long empty
hauls in the interest of quick movement of foodgrains.

A re-appraisal for the wagon requirement is now being made in
connection with the preparation of the new Fourth Five Year Plan

[M. of Rlvs. (Rlv. Bd) OM. No. 68-B(C)-PAC/IV/R2(0), dated
8th October, 1968].

Further reply

The observations of the Comimittee are noted. The original
Third Plan figure of 90.447 wagons (excluding 18.509 throw-forward
from Second Plan( on additional account for a traffic target of 249
million tonnes was based upon an exercise conducted in 1961. When
the traffic target was revised to 264 million tonnes in January, 1962,
an extra 21,000 wagons on additional account were added based on
the traffic trends at that time. without detailed calculations. Due
to changed pattern of movement and increased leads of certain
major commodities which had developed during the Third Plan
and which also affected the turnround adversely, the basis adopted
for assessing wagon requirements was found to be inadequate in
relation to actual demand for traffic.

The figures of average lead as mentioned in the recommendation
are derived from the movement of a large number of classification
of commodities (149). The figures relating to major commodities
are, however, indicated below:—

V(In }éms.) B.G.
1960-61 1965-66

1. Public Coal . . . . ) ) . 645 546
2. Coal for Railways . . . . . 708 765
3. Raw matcrial for Steel Plarts ) . . N.A. 191
4. Cemert . : _ . ) 4 . 345 418
5. Mireral Oils : : : . 516 536
6. Foodgrairs . . . . . : . 718 746
7. lron & Steel . . . . . 681 811
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It will be noted that although the average lead for all commo-
dities has gone down, there has been an increase in the lead of some
of the major commodities except in the case of public coal.

-Taking note of the traffic trends during the Third Plan, it is
proposed to further refine the method for working out the wagon
requirements during the Fourth Plan. The wagon requirement for
each major commodity will be worked out in detail in relation to
its lead, empty haulage, lead per wagon, speed of goods train, etc.

This has been seen by Audit.

[Ministry of Railway (Rly. Board) OM. No. 68-B(C)-PAC/1V/22
(O) dated 14th February, 1969].

Recommendation

The Committee would like Government to examine the question
of relative economics of hauling POL by the longer route on Metre
Gauge vis-a-vis the shorter route on Broad Gauge so as to adopt the
most economic path consistent with operational requirements.

[S. No. 29, Appendix XV, Para. 3.26 of 22nd Report].

Action taken

In 1966-67 about 31,000 tonnes of POL products loaded in 1218
bogies tank wagons (or 2436 four-wheeler tank wagons) moved from
Barauni and New Jalpaiguri to Shakurbasti by the all metre gauge
roufte. As indicated earlier in this Ministry’s reply, the B.G. tank
wagon fleet was inadequate to meet the entire demand for movement
of POL on the broad gauge including this movement, while there
was enough capacity for this movement along the all metre gauge
route. Had this traffic not been carried by the metre gauge route
of the Railways, it would have been diverted to the road, and this
would have meant a higher cost to the economy, as the guotations
below will indicate:—

(i) ‘The figures demonstrate that trucks of even higher
capacity on good roads show a higher cost than rail except
when the haul is less than 200 kilometres. However, the
favourable trucking costs below 200 kilometres cannot be
attained until there is a vast improvement in the condition
of the highways near the collieries and on the main routes
and until trucks of far greater capacity than those now
in use in India are produced. Moreover, the trucking
costs do not include any capital charges for improvements
in highways. For the foreseeable future therefore, it is
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indicated that the costs of the rail movement of coal will
be well below those by highways.”

..If the ultimate destination of the coal is a local station
served only by shunting goods trains, the cost would be
somewhat higher and, if the coal were delivered at a
station served only by metre gauge, the cost would be
further increased, Nevertheless, there is no indication
that even these costs, except for short distances, would be
higher for the rail movement than those by the most
efficient type of truck conditions.”

(Report of World Bank Study Team on Coal Transport)

(ii) “It will be seen that road transport costs for a 13 tonne
tractors-trailer are higher than rail costs for bulk move-
ment at and above 100 kilometres on both, broad and
metre gauges. For light merchandise, costs of road trans-
port in 8 tonne trucks are lower than cost of haulage of
light merchandise by rail up to a distance of about 50 kilo-

metres on the broad gauge and up to about 100 kilometres
on the metre gauge.”

(Repcrt of the Committee on Transport Policy and Co-ordination)

Thre all-in cost of rail transport, whether on the metre gauge or
on the broad gauge, depends upon a variety of factors, which include
type of wagon. loadability, empty return ratio, type of traction,
density of trafic, extent of their capacity available and other
operating conditions. These factors, particularly the last, do not
operate identically on all sections even on the same gauge and some-
‘imes not even at all times the same gauge and sometimes not even
at all times on the same section. With reference to this particular re-
commendation of the P.A.C.. however, direct costs of the movement
of 31,000 tonnes of POL by the Broad gauge route and by the Metre
Gauge-cum-Broad Gauge route have been worked out, which include
terminal costs at both ends, marshalling and engine changing cost en
route, the cost of fuel and lubricants, the cost of loco crew and train
staff, the cost of repairs and maintenance of engines and wagons, and
interest and depreciation on locomotives and tank wagons, but
exclude the cost of provision of track and signalling, which latter are
a ‘Sunk’ cost so far as this particutar movement is concerned. It is
estimated that direct costs of the broad gauge and metre-cum-broad
gauge movement would have been about 81 per cent of the all-metre
gauge direct costs. But the revenue earned by the longer all metre
gauge route was higher even after allowing for the concession on
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this traffic. If this element also is taken into account as a deduction
from the all Metre Gauge route costs, the Broad Gauge cost would
be about 5 per cent lower than the all Metre Gauge costs.

The rates actually charged by the all Metre Gauge route not only
fully covered the direct costs but left a substantial contribution
towards overheads and profit.

[M. of Rlys. (Rly. Bd.) F. 68-B(C)-PAC/IV/22(0), dated 28th
September, 1968].

Recommendation

The Committee desire that special attention should be airected
towards improving the financial position of the Southern Raiiway
by effecting economy, improving efficiency and by attracting more
traffic. They would watch the result of the working of this Railway
in subsequent Audit Reports.

[S. No. 37, Appendix XV, Para. 4.20 of 22nd Report}.
Action taken

Noted. Efforts are continuously being made to improve the finan-
cial position of the Southern Railway (as well as other Railways)
by various measures of economy in expenditure and by attracting
additional traffic.

[M. of Rly. (Rly. Board) O.M. No. 68-B(C)-PAC/IV/22(0). dated
20-10-1968].

Further Information

Question 6: “Please furnish the following information:

(i) The details of concrete measures taken in effecting econo-
my in expenditure and attracting additiona] traffic in
Southern Railway:

(ii) The results of measures taken and the current overall
financial position of the Southern Railway.

Reply

(i) Economy measures are being enforced on Southern (as well
as other Railways) in respect of all items of expenditure (capital,
revenue and other heads). Reduction in expenditure on staff is being
pursued with vigour. The ban imposed on creation of posts and fill-
ing up of posts in administrative offices at all levels is being
observed.
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Efforts are being made to secure more traffic by improving the
yuality of service offered, for instance, in the matter of adequate and
timely supply of wagons, speeding up transit and ensuring safe
transit. A Marketing and Sales Organisation is making vigorous

efforts to

keep in closer touch with and meet as far as possible the

specific needs of rail users, in order to retain existing traffic and also
«apture additional traffic.

Some of the specific steps taken during the last two years to make
7xail transport more attractive are indicated below:

1)

2)

3)

(4)

(5

~

®

N

8

9)

Quotation of special station to station rates for the move-
ment of cotton yarn from Madurai, Coimbatore, Salem
and Bangalore to Wadi Bunder (Bombay) and from
Madurai to Tuticorin.

A special rate for turmeric from Cuddapah to Shalimar
is being quoted.

Reduction of the tariff minimum weight from 90 quintals
to 80 quintals for coconuts moving in four-wheeled
wagons on Metre Gauge.

The minimum weight condition for motor tyres was low-
ered from W 100 B.G. to W/85 B.G. from 16-6-1968. With
effect from 20-8-1968, it has been altered to W30 B.G.

Introduction of a tri-weekly Super-Express Goods Train
service between Madras and Shalimar (Calcutta) reach-
ing the destination on the fifth day. Groundnut Oil traffic
moving in large quantities by sea was canvassed for move-
ment bv this services and considerable success has been
achieved. Similar Super-Express Trains have been intro-
duced between Madras and Bombay and Madras and New
Delhi, reaching their destination in five and seven days

respectively.
A scheme for ‘Overnight’ deliverv of non-perishable par-

cels has been introduced between 11 pairs of points on
the Southern Railway.

New City Booking Offices have been opened in newly
develoved industrial estates.

In order to attract tea traffic. an Out-Agencv has been
opened at Coonoor.

To cater for traffic in motor-cars,/chassis between Madras
and Calcutta, coaching specials are being run at regular
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intervals and frequent contracts maintained with the
manufacturers of motor cars and chassis.

(10) 18 Quick Transit Services have been introduced to various
destinations to capture additional traffic.

(11) A Quick Transit Service has been introduced for the
traffic in groundnuts moving to Bombay from Guntakal
Division.

(12) Special arrangements have been made to move vegetable
traffic from Bangalore to Madras by putting a parcel van
on the Brindavan Express, by which parcels booked up to
13 hours at Bangalore are made available for delivery at
Madras on the same day.

(ii) The current financial position is as under:

(1967-68 . Arproxi-
mite Actuals}

‘In thousinds of rupees)

Gross Truflic Reccipts . . . 76,61,55
Ordinary Working Expenses . . . 63,92,71
Appropriation to D:preciation Reserve Fund . 1 9.94.90
Appropriztion to Pension Fund . . . 94,73
Neot Miscellaneous Expenditure . . . 1.07.62
Net Revenue . . . . . 71.59
Dividend to General Revenues . 15.16,25%
Net Loss . . . . . fe~ 14,4.4.66

Ratio of Ordinary Working Expenses to Gross
Traffic Receipts . . . . . R3-44%%

[Min. of Railways (Rly. Bd.) OM. No. 68-B(C) —PAC-1Vi22 (0),
dt. 29.10.68].

Recommendation

The Committee a;~-e that the sound principle of providing trans-
port at the lowest cost and to the maximum advantage of the econo-
my should outweigh all other considerations in deciding upon the
retention of unremunerative lines. In view of the growing difficult
financial position of the Railways it is desirable that an early decision
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should be taken about the operation of those lines on which the Rail--
ways have been persistently losing heavily. The Committee also
consider that in the case of marginal lines the Railways should inten-

sify their efforts to attract more traffic so that these can be made to
pay their way.

(S. No. 38, Appendix XV, Para 424 of 22nd Report).

Action taken

As already stated in the note submitted to the Public Accounts
Committee, out of the forty unremunerative branch lines reviewed,
it was found in respect of fourteen that road fransport could without
difficulty and without detriment to the economy of the area replace
rail transport. The concerned State Government were, therefore,
requested to confirm that there would be no difficulty in making
arrangements for such additions to road transport as might be neces-

sary to fill the gap in road transport capacity likely to be created
by the closure of those branch lines.

Replies have so far been received from the State Governments in
respect of ten lines as mentioned below:—

Nan.c of brirck line Nan ¢ of Srate Reocticp of the S:icte
Government
’I\‘ "'_'“ '2\1

{i) Madbosingh—>Mirzapur

ghat.
(Y Marthuru-Vrindaban » Uttar Pradesh Not agreeable to the
v Akbarpur-Tarda ] closure of the lines.
(1) Barhun-Frah J
{e' Gwalior-Shivpun Madhva Pradesh Agreeable 10 tre

closure of the line
subject to the Rail-
ways providing
funds for the im-
provement of the
Gwalior - Shivpuri
section of the
National Highway
No. 3.
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(1) ' (2) 3)

(21) Me=ttupalaiyam-— Madras Not agreeable to the
Qotacamunad) closure of the line.
{v11) Peralan-Karaikka! Pondicherry Not agrecable to the
closure of the line.

(241) Rohtak-Gobhany Haryaua Not agreeable to the
closure of the line.

Zix} Barala-Qudi . Puniab Not aarerable to the
clsoure of the line.

‘x Bhagalpur- Maadar Hitll Bihar Not agrecable 1o the

closure of the line.

Replies {rom the following States G wernmets are still awaite:—

Name of State Name of bronch lines

M udras . {1; Mayuram-'I'ranquebar
Jr Nidamangalam-Mannargudi

Puany b (1) Nawa Shahr-Doba Rihon.

Mysore

f17+ Bangalore-Banguarapet (NG

The Committee will appreciate that the review of unremunerative
lines has to be a continuing affair and that in considering the closure
of any line, regional and political sentiments, and the deep rooted
.conviction that rail transport is necessary for the development of
under-developed areas have to be reckoned with,

The recommendation of the Committee that in the case of margi-
nal lines railways should intensify their efforts to attract more traffic
so that those lines can be made to pay their way, has been accepted
.and instructions have been issued to the railways to keep a close
watch on the working of the marginal lines and to take steps for
attracting more traffic and to reduce the working expenses.

[Min. of Railways (Rly. Bd.) O.M. No. 68—B (C)—PAC-I1V.22 (0),
dt. 20-9-68].
Recommendatian

The Committee are not impressed with the leisurely manner in
which the Public Undertakings, particularly the Heavy Electricals.
Bhopal and the Heavy Engineering Corporation have proceeded in
developing indigenous manufacture of traction motors and crank

shafts respectively.
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The Committee consider that the Heavy Electricals and the Heavy
Engineering Corporation should accelerate their programme for indi-
genous manufacture of these vital components and parts so as fully

to meet the production requirements of the Diesel Locomotive
Works.

(S. No. 46, Appendix XV, Para. 537 of 22nd Report).
Action taken

The rate of production of electric traction equipment by Heavy
Electricals India Ltd. for Diesel Electric Locos still falls short of
actual requirement and further action is being taken to increase the
rate and also to improve the quality of the equipment.

It was as far as July, 1962 that Heavy Engineering Corporation,
Ranchi was contacted to undertake manufacture of crank shafts for
the diesel locomotives. As desired by the Corporation, an educa-
tional order for ten crank shafts has been placed in January, 1966.
Supplies have not yet commenced. The price to be paid will be
finalised at a high level meeting as soon as Heavy Engineering Cor-
poration finalise their collaboration with a suitable party.

[Min. of Rlys. (Rly. Board) O.M. No. 68-B(C)-PAC-1V/22(0). dt.
29-10-68.]

Further Information

Please indicate when the manufacture of diesel locomotives was
taken up indigenously.

Reply

The manufacture of diesel electric locomotives was taken up in-
digenously at Diesel Locomotive Works, Varanasi during the year
1963-64. This first locomotive which was assembled from knocked
down assemblies received from U.S.A. was turned out on 3rd Janu-
ary, 1964. The indigenous manufacture of diesel locomotives was
concurrently commenced and the first locomotive with indigenously
built chassis, super structures and piping system was turned out in
July, 1964

8(b) Please indicate the requirements of electrical traction equip-
ment for diesel locomotives as per manufacturing programme of
Railways and the extent to which these were to be supplied by Heavy
Flectricals Ltd. The actual supplies made by Heavy Electricals Ltd.
may also be indicated, together with the reasons for variations.

(¢) Please indicate how the balance requirements for electrical
traction equipment were met. If by imports, the outgo of foreign
exchange on this account may be indicated.
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Reply

In the initial stages of production of diesel electric locomotives.
at DLW, consideration was given to obtaining the electric traction
equipments from HEIL|Bhopal and a letter of intent was placed on
HEIL for 120 sets of complete traction equipment as far back as.
September, 1962.

However, for several reasons viz. the time required for finalising
the design for the electrical equipment, considerable delay in the
procurement of imported machinery and raw-materials and delays
on the part of HEIL suppliers in supplying tools and components
according to schedule, the final programme of manufacture of trac-
tion equipment for diesel electric locos by HEIL could only be fina-
lised by March, '65. In view of this the Railways had made arran-
gements for meeting their requirements of electric traction equip-
ment for their anticipated production of diesel electric locos upto
March, '67 by importation. On this basis 121 sets of electric traction
equipment were ordered by import in various batches depending on
the availability of foreign exchange, including the 12 Nos. in the
knocked-down locomotives.

The production programme of the Railways, the supplies pro-
posed to be made by HEIL as indicated in March, ’65 and the actual
deliveries during the various periods from 1966-67 onwards are indi-
cated in (Appendix VI).

These anticipation were, however, changed on a number of occa-
sions based on the progress made by HEIL, Bhopal and these are
indicated in (Appendix VII).

In August, 1966, the Railway Board when considering the import
of various components for production of 100 locos beyond March. '67
were advised by HEIL|Bhopal that the following supplies of trac-

tion equipment were expected to be made by them in 1966-67 and
1967-68:

196667 . . . 21 s2ts (supplies commencinz from Sept.. ’66)
1967’68 . . - 50
7L

Taking into account the fact that HEIL had not yet supplied the
equipment and the likely teething troubles in developing the pro-
duction in the initial stages, it was considered necessary to import
additional sets to keep up the production programme of diesel
locos. It was also observed that as per the schedule of supplies pro-
mised in March, '65, HEIL would only be able to supply 116 sets by
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March, 69 subject to the development progressing satisfactorily,
‘whereas the requirements for production upto March, '69 and for in-
process requirements of 6 months would be as under:

1967-68 . . . . . 66
1968-69 . . . . . 68
In Process requiremets . . 36

170

Less No. of sits available from
earlier orders . . . 5

ToTalL . 165

On this basis it was decided to import 60 sets of equipments to
match the production programme upto March, 1969.

Again in a subsequent review in December, ’66, taking into ac-
count the progress made by HEIL!Bhopal it was considered neces-
'sary to import 30 more sets. This course of action proved to be
prudent as confirmed later on because the actual deliveries materi-
alised by HEIL during 1966-67 and 1967-68 were only 7 and 24 res-
pectively. Against the total promise of 71 sets by March, '68, the
actual deliverv was only 31 sets.

For the diesel loco production in 1968-69, DLW has to depend on
the supply of electrical equipments from HEIL which have become
the major constraint to determine the out-turn from DLW. Taking
into account the capacity of HEIL for the manufacture of the various
equipments for Railways, the following supplies have been promised
in the years 1968-69 to 1970-71:

1968-69 4
1969-70 72
1970-71 72

The above delivery of equipments will generally meet the pro-
duction programme of the Railways but based on the past experi-
ence of supply, it may be necessary to import a few more setg to keep
up the production programme. The position is being watched care-
fully and necessary action will be taken as considered justified.

It can be said that based on the production programme of the
Railways and the anticipations of supply by HEIL/Bhopal, the
import of 30 sets at a cost of 0.25 million U.S. Dollars is attributable
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to the shortfall of supplies from HEIL/Bhopal and for keeping the
out-turn from DLW.

The reasons for the shortfalls in the supplies from HEIL are as
follows: —

(1) Traction equipment is a very sophisticated product made
for the first time in India and the skills and techniques
take a long time to develop;

(1i) Before the Diesel Loco orders were, received, HEIL had
already committed to supply AC & DC EMU equipment
for the railways. This additional load at the initial stage
had put some pressure on the available manufacturing
capacity.

(iii) In the initia] stages substantial quantities of components
had to be imported from the Consultants’ firm in UX. and
their deliveries were often delayed.

(iv) As indigenous substitutes were introduced, the establish-
ment of proper quality control caused certain delavs due
to inferior standards and subsequent rejection.

(v) Timely availability of foreign exchange to meet the pro-
duction plans of HEIL.

(vi) Situations like Suez incident etc. have interrupted the flow
of components and raw materials during such periods and
reduced production.

2. The above difficulties are gradually being overcome but they
exist to some extent in one form or other. There has been a set back
in the promised delivery in the first eight months of this year due
to failure of supplies from indigenous sources for special types of
castings on account of strikes and shut down in some of the concerned
firms in Calcutta, Madras and Delhi areas. Actually over 90 per cent
of the manufacture of the equipment are completed and lying in the
shops awaiting such residual items for which alternative arrange-
ments are being made. The following further steps are being taken
to ensure regular delivery of equipment in future:.—

(i) Some of the components have been redesigned to suit
indigenous suppliers and two or three suppliers for each
item are being developed and orders placed on them.
For example Heavy Steel Castings are being ordered on
four firms and small control-gear castings on two firms
as well as on foreign suppliers as measure of ensurance
until Indian suppliers are fully established.

It is hoped that substantial improvement in the delivery of com-
pleted equipment, would be made in the remaining four months.
[Min. of Railways (Rly. Bd.) O.M. No. 68-B(C)—PAC-TVI22 (0),.
dt. 26-12-1968)
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Recommendation

The Committee are not impressed with the leisurely manner im
which the Public Undertakings, particularly Heavy Electricals,.
Bhopal and the Heavy Engineering Corporation have proceeded in
developing indigenous manufacture of traction motors and crank
shafts respectively.

(S. No. 46, Appendix XV Para 5.37 of 22nd Report.)

Action taken

The rate of production agreed with the Railways for Diesel Loco:
Traction equipment has, by and large, been established by Heavy
Electricals (India) Limited excepting for control gear. Indigenous.
sources for certain castings for this controlgear were developed but
the supply is very inadequate and irregular.

The main reasons for delay in developing the capacity to produce
crankshafts by Heavy Engineering Corporation Ltd. were as under:—

(1) Even though enquiry from D.L.W. was received in July, 1962,
the Heavy Engineering Corporation Limited were in the early stage
of construction and the necessary forging and machining capacities
were only being established. In response to the enquiry it was made
clear as early as February, 1963 that forging could not be delivered
earlier than 1967.

(2) There were protracted correspondence between the company
and D.LL.W. before a mutually acceptable forging technology could be
agreed upon.

(3) Even after a particular process of forging was accepted in
principle by D.L.W. there was further correspondence regarding
various technical aspects of the process.

(4) The collaboration agreement could not, in any case, be final-
ised until there was a firm commitment by the D.LLW. to purchase
the crankshafts produced by Heavy Engineering Corporation Limit-
ed by the particular process.

(5) Even after the signing of the Collaboration Agreement with
the foreign firm, it is estimated it will take another five years to (i)
import necessary forging and special purpose equipment after going
through the usual formalities (ii) to erect the equipment etc. (iii) to
complete the necessary civil construction works and (iv) to produce
and deliver the first lot of crankshafts to D.L.W. Waranasi.

[Ministry of Industrial Development & Company Affairs (Deptt. of
Industrial Development) D.O. No. 25/23|68'HECHE dt. 24-9-68.}
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“l. The supply position in respect of castings and forgings has
‘been very unsatisfactory and the production in Heavy Electricals
(India) Ltd., has been seriously dislocated on this account in the
ipast. The following steps have been taken to improve the supplies:

1.1 In the case of AC EMU motors, the forgings required for
the commutator hub and end plate were not available in-
digenously of the required quality. Hence the compo-
nents were redesigned as a casting and orders have been
placed on more than one casting supplier.

1.2 In the case of machines for both AC EMU and Diesel Loco,
the steel castings for the frames have been ordered on
three or four indigenous suppliers so that, in the event of
failure, either in respect of quality or quantity, of one
supplier, there is a reasonable chance of some supply from
the other suppliers.

13 For certain controlgear castings, orders have been placed
on 3 or 4 indigenous firms, and parallel action has also been
taken to import them in order to offset the setback in pro-
duction due to failure of Indian suppliers experienced in
the past. H.E.(I).L. are also redesigning some components
as a fabrication, though this design will be more expen-
sive.

“2. With greater experience in respect of procurement and pro-
duction problems, the Corporation are now in a much better posi-
tion to foresee the problems and, take timely corrective action.

“3. Besides, the production capacity is being augmented in respect
-of motors and gen:rators through an expansion scheme sanctioned
by the Government in May, 1967. The scheme is being implemented
in phases and the first phase has been sanctioned for Rs. 90 lakhs
capital expenditure. Against the first phase, 60 per cent of the
factory buildings have been completed and 25 per cent in terms of
value, of plant and machinery has been ordered and the rest are
being processed. '

“4. It should be mentioned here that certain delays have been
experienced by H.E. (I). L. Bhopal in the placement of firm order
amd release of the required foreign exchange by the Railways. 1t
is obvious that the Company’s capacity to effect timely delivery of
equipment will be affected by such delays and it is hoped that Rail-
ways would take steps to obviate this.

“5. The prospects of supply of electrical equipment required by
production units of Indian Railways were discussed at a meeting in
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Bhopal atiended by the repiesentatives of H.E. (L) L., Bhopal, Rail-
ways and the Ministry of I.D.&C.A., and the following position
emerged:— ‘ |
‘Rotating Machine.—Rate of manufacture of the Rotating Machines
would be the governing factor for the output of Traction Equipment
for AC-DC and Diesel and Electric Locomotives. The following is

the yearly planning for build up of capacity of the Rotating Machines
Division of Heavy Electricals (India) Ltd.

1963-6g . : : . 750 machines
1969-70 . : . . 1050 machines
1970-71 . : . 1400 machines

The maximum capacity as planned at present would be 1400 and
Heavy Electricals (India) Ltd. have no further plans of expansion
at present. If the Railway Board require this capacity to be increas-
e further, the long term assessments of Railways' requirements are
to pe indirated. The Railwavs have expressed that the Fourth Plan
(1969-70 to 1973-74) was under finalisation and as soon as this is
done, Heavy Electricals India Ltd. will be adyised the extent of
future requirements beyond 1970-71. Heavy Electricals (India) Ltd.
are of the opinion that if any reasonable assessment can be made
even beyond this period. it would help them to ensure that the
manufacturing load are sustained.

Expected delivery from the Heavy Electricals (India) Ltd. would
be as under:—
Anticipated supplies in 1968-69:

B( Diesel Loce 40 st equivadent to 396 retuting machines.
MG Diesel Loco 5 sets equivelent to 45 rotating muchines.
10 traction mators sets equivalent to 60 rotating
machines.
A EMUS 30 sots equivalent to 120] rotating machines
DC EMUs 30 sets equivalent to 150 rotating machines.
‘Loral 771

With regard to the BG diesel sets, Heavy Electricals (India) Ltd.
stated that the shortfalls in supplies had been due to certain difficult-
ties experienced in regard to the higher temperature rise obtained
during testing of traction generator and failure of supplies of male
leable iron castings for the control gear equipment.

A52(AI) LS—I12.
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With regard to the AC EMUs, Heavy Electricals (India) Ltd.
was not able to exceed the rate of 2.5 sets per month in view of the
limitation of the overall capacity of the Rotating Machines Section.
Besides, Heavy Electricals (India) Ltd. have also experienced
difficulties in procuring traction magnet frame castings of suitable
quality. Another items on which the supply is not satisfactory are
tinned, Phosphor, Bronze Bearings. These have been ordered on
Bhopal and Indian Standard Metals, Bombay. With regard to supply
of Electrical equipment for MG Diesel Locomotives, 21 traction
motors arc ready but test on the proto-type have shown the need
to modify the air gaps to obtain the design performance characte-
ristics.

Heavy Electricals (India) Ltd., will be able to complete the order
for during the year 1968-69. Heavy Electricals (India) Ltd. is also
ahead of schedule as M/s. Jessops did not lift the equipment due to
a hold up in production at their works.

Anticipated supplies in 1969-70:

BG Diesel Loco 72 sets equivalent to 648 rotating machines.
MG Diesel Loco 15 sets equivalent to 35 rotating machines.

S traction motor Seats ecquivalent to
30 rotating machines.

AC EMUs 44 sets cquivalent to 176 rotating machinces,

DC Locos 13 <ets equivalemt 1o 78 rorating machines.
TOTAL 1067

For the BG Diesels, Heavy Electricals (India) Litd. are likely to
supply 72 sets as required by DLW but with regard to the MG Diesel
they would be in a position to supply only 15 sets as against 30
required by DLW. In other words there would be a shortfall of 15
MG Diesel sets and alternatives arrangements would have to be
made by the Railways.

Regarding the time required for ordering materials and proces-
sing etc., is 18 to 24 months and hence it would not be possible for
the company to supply any DC EMU equipment until the latter part
of 1870. No letters of intent from Jessop and ICF have as yet been
received. Heavy Electricals (India) Ltd. have also promised to find
out from the A.EI of UK. that they would be able to make any
supply of DC equipment in the meanwhile and if so what would be
the delivery and foreign exchange requirements.
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With regard to DC Locos, the delivery is likely to commence with
one proto-type set in July-August, 1969. However, from control gear
items may be supplied to DLW carlier to enable them to sort out
mounting and wiring problems on a ‘Nock-up'.
Anticipated supplies in 1970-71:

BG Diesel 72 sets equivalent 1o 64% rotating machines.
Loco

MG Diescl 40 sets cquivalent to 36¢ rotating machines.
Loco

AC EMUS 27 scts equivalent to 108 rotating machines.
DC EMUs 45 sets equivalent to 225 rotating machines.
DC Locos 14 sets equivalent to 84 rotating machines.

ToraL 1425

In this year also the supplies of MG Diesel sets would be only
40 against the requirement of 50 by DLW. There will thus be a
cumulative shortfall of 25 complete sets of MG Locos, without taking
into account another 5 sets to cater for the inprocess requirements.

AC Locomotive Transformers—-During 1968-69, Heavy Electricals
(India) lLtd. expected to supply the transformers at the rate of the
4 per month making a total uf 48 numbers. This rate would be
stepped up to 6 transformers per month during 1969-70 and main-
tained at that level provided there is no change in the design of trans-
former. Heavy Eleetricals (India) Ltd. have pointed out that tap
changers from M s. Hindustan Browa Boveri have been delayed and
two transformers held from this account. The company have taken
up the matter with Mys. Hindustan Brown Boveri who said that
inspection by Director of Inspection was the main cause of delay.
Railwayv Board also took up the matter with M’s. Hindustan 3rown
Boveri.

B. G. Diesel sets—The deliveries in respect of BG Loco sets can
be met only if existing design of traction generator is continued up
to 195th set as proposed by DLW. This will enable HEIL to import
25 numbers of armatures per traction generator. Previously it had
been to change the decign bevond 135 numbers. The matter has
been referred to DLW. Delivery also depend on immediate lease of
foreign exchange for 60 sets and 25 armatures,

MG Diesel sets—In respect of MG Locos it is possible to acnieve
a target only if it is decided to continue the existing design of the
generators (TG 10919 AZ) with suitable modification in the asso-
ciated control-gear to derive: the extra directive effort. This arrange-
ment will be held at least up to 60th set. If it is decided to change-
over a new gocnerator design  for example TG10910BY  or 5302, it
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will become difficult to adhere to the target indicated. This matter
has been referred to the RDSO and DLW for a decision. It is essen-
tial to arrive at an early decision on this. '

AC EMUs.—Considering that orders on foreign exchange in res-
pect of 27 AC EMUs have not been released deliveries of these can
be commended only from September-October, 1970. It is essential

that the order is placed immediately and the necessary foreign ex-
change released.

Existing Orders:
(1) BG Diesel Loco Equipment:

At present there are two orders of 120 and 100 loco sets respec-
tively. These orders would cover the production upto end of 1970-71.

(ii) MG Diesel Loco Equipment:

At present there arc two orders, viz.. first for 20 complete sets.
In order to cover the production upto 1970-71 a further order for 20
complete sets is required to be released on HEIL.

(i) 25KV AC EMU Equipment:

At present there are two orders of 70 and 63 sets each. Both the
orders would be completed by March, 70. HEIL stated that the next
order for 27 sets to be delivered during 1970-71 should be released
by ICF immediately to enable HEIL to initiate procurement of mate-
rial etc., well in time.

(iv) 1500 V DC EMU Equipment:

The present order is for 42 sets and this is expected to be com-
pleted during 1968-69. DEE Railway Board requested M,s. HEIL
to arrange the supply the supply of at least one more set by March
69 to replace the set diverted to ICF for building a prototype. In
order to meet the commitments of 45 sets in 1970-71. M/s. HEIL
indicated that orders for 58 (55 plus 3) and 47 (45 plus 2) sets should
be released immediately by. M/s. Jessops and ICF respectively.

(v} 1500 V DC Locomotives:

The present order is for 27 sets only. This order would be com-
pleted by the end of 1970-71. HEIL requested that the order for
remaining 30 sets be also placed immediately by CLW.



175

Summing up, the following orders require to be placed on HEIL
by various production units: —

DIL.M MG Diesel Loco Equipment 20

complete scts
ICF AC EMU Equipment

27 sels

DCEMU Fquipment 47 scts
Jesseps DG EMU Equipment 58 sets
CLW DC T.oco Equipment S0 sets

Foreign Exchange:

M/s. HEIL stated that in order to meet the production targets,
foreign exchange should be released along with the new orders. As
regards the existing orders foreign exchange for balance 60 sets of
BG Diesel Electric Locos is also required to be released early.

Requirements.—The anticipated requirements of crankshafts in
the coming 2 or 3 vears are estimated to be as under: —

B.G. 1CC NS, ™r vear
MG SU NS per vear
Mudnteniree . . C 20 N~ per visr

Topwm . 17C Nes.

Source of supply—At present the requirements are being met
sntirely by imports. The number of crankshafts utilised during the
past three vears was as under:—

B.G. M.G
1066-67 . . - - . S5
1gO67-68 66
1968-69 84 20
Estimated)

Impnrted cost of the crankshafts.r«T};uWEost éfv W(;ne xmpgxteé
crankshaft is shown below: —
Broad Gauge S 8,800

Metre Gauge $4785

It mayv be pointed out that although Railways obtain their re-
guirements of finished crankshafts through Overseas Diesel Cor-
poration, U S.A. at the price indicated above. the international price
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of such crankshafts is likely to be much lower. Since HIEC Ranchi
proposes to collabovate with CAFL which is a French and not an
American firm. the price to be quoted by HE.C. should compare
{favourably with the price if CAFL were to quote directly to D.LLW.

Indigenous development of the Crankshafts.—On the 4th July,
1962 an enauiry was received from the DLW asking whethe: HEC
would be in a position to undertake forging and machining of
crankshafts for diesel locomotives. Even though the enquiry from
D.L.W. was received in July, 1962 when the plants of HEC were
in the early stages of construction and the necessary forging and
machining capacities were only being established. it was made clear

to them as early as February, 63 that forgings could not be delivered
earlier than 1967,

(2) There was protracted correspondence between HEC and DLW
before mutually acceptable forging technology could be agreed
upon,

(3) Even after the R.R. process of forging was accepted in prin-
ciple by DLW there was further correspondence regarding various
technical aspects of the process.

(4) Though approval to the scheme of manufacture of crankshaft
in HEC in principle was given in June. 1967, the collaboration agree-
ment could not, ‘n anv case, be finalised until there was a firm com-
mitment by the DLW (o purchase the crankshafie produced by
HEC by the R.R. Process.

(5) Even aft¢r the signing of the collabo:ation apreemen* with
the French firm, it is estimated that it will take another 5 years (i)
to import necessary forging and special purpose cquipment afte:
going through the usual formalities (i) to erect the equipment etc
(ii1) <n complete the necessary civil construction works ond  (ivy
to produce and deliver the first lot of crankshafts to DLW, Varanasi.

(61 A team of officers along with the General Manager, Foundiry
Foro~ Proiect of Heavy Fingineering Corporation Lim.ied had v sit-
ed DLW Varanasi i» September. 1968 and alter mutual discussions
th: fines relating to guantity of annual requirement and price per
piecr were acre.d to. Tt was learnt that the trtal annual require-
ment of DI.W. Varanasi would be to a tune of 150 crankshaft per
vear. This ircludes the demand of metre gauge crankshafts also
Tt w2 also confirmed that this assessment of the annual reauire-
ment s made nn the basis of next five vears estimated needs.

HEC have planned the following delivery schedules:—
197270 50
1973-74 38
1974-75 150
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Tne price agreed by D.L.W. Varanasi is Rs. 75,000/- per piece for
first lot of 150 crankshafts. The placement of firm order from
Railway is awaited pending the final approval for the same from
Railway Board (at present it is only indicative;. Regarding the
finalisation of the terms for collaboration with CAFL France the
offer submitted by the firm has been scrutinised and certain matters
regarding commerczial and legal aspects are yet to be sorted out.
HEC have already taken up these matters with the firm. If thei:
team is unable to visit HEC as requested it will be necessary to send
a team of company’s officers to France who may not only finalise
the agrecment but also study the actual performance of special
purpose equipment to be selected for this project. HEC are taking
all steps to finalize the agreement terms with CAFL as early as
possible so as to ensure deliverv of crankshafts on the dates promis-
«d to Railwayvs.

[Ministry of Industrial Development & Company Affairs (Deptt.
of Industrial Development) O.M. No. 25/23/68 HECHE of 17-12-68].

Recommendation

The Commiittee stress that every effort should be made by the
Ministry of Steel in conjunction with the Ministry of Railways to
identify the short-comings quantitative and qualitative in the exist-
ing process of manufacture of wheels and axles so that all such defects
are remedied and the manufacturing programme is geared to meet
in full the requirements of the Railways at a reasonable price.

(S. No. 48. Appendix XV, Para 5.39 of 22nd Report).

Action taken

The proposals of the Ministry of Steel in this respect are still
awaited and th. matter will be examined and finalised when re-
ceived.

[Ministry of Railwavs (Rly. Board) O.M. No. 68-B(C)-PAC/TV/
22(0) dt. 21-9-68].

Further Information

(a) Please indicate the Railways' requirements for Wheels and
Axles for different tvpes of rolling stocks. for each of the
last seven years.

Reply

The Railways' annua) requirements for the different types of
Wheels and Axles are worked out long before the Budget year on
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the basis of anticipated traffic offerings coupled with normal wear
and tear. Railways’ actual requirements for cach of the last seven
years are indicated in the statement at Appendix VIII.

(b) Please state the extent to which the requiremens of
Railways were met by the Durgapur Steel Plant and other

indigenous sources (separately) during each of the last
seven vears.

Reply

Durgapur Steel Plant was expected (together with the capacity
of M/s. TISCO) to meet the entire requirements of Wheelsets of
Ralways. It was originally scheduled to go into production in 1961
and to achieve the first phase rated annual output of 45.000 wheel-
sets by the middie of 1963. In June, 1960, Ministry of Steel advised
the Iollowing anticipated output of the Wheelsets: —

100 sets per week between July and December, 1361
250 sets a week between January and June. 1962, ang
450 sets a week from July to December. 1962.

900 <ets a week from 2nd quarter of 1963

Again in January. Ministry of Steel. Mines an Heavy Engineer-
ing advized M nistry of Railways that Durgapur Steel Plart would
be in a position te deliver 75.000 wheelsets per yvear by the middle
of 1966.

Since the fcrecasts furnished by the Ministry of Steel were not
found to be realistic, Durgapur Steel Plant was asked to indicate
more rehable feures. In December. 1962. Durgapur Steel Plant
gave a forecas: <! 30000 wheelsets during 1963-64. This fcrecast
was mainta ned bv them in the cubsequent years as well. The other
main source of supply is M/s. TISCO. A statement showing the
extent to which the requirements of Railways were met by the
Durgapur Steel Plant and M/s. TISCO (separately) during each of
the last seven rears is at Appendix IX.

{c) Pleas state the amount of foreign exchange spent on im-
port of Wheels and Axles for different tvpes of rolling
stock (separately) during each of the last seven ywars.

Reply

A statement <howing the amount of foreign exchange spent in
tmiport of Wheels and Axles during each of the last seven years is
at Appendix X.

[Ministrv of Railwavs (Rly. Board) O.M. No. 68-B(C)-PAC/1V/
22(0) dated 4-12-1968].
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Recommendation

5.38. The Committee are disiressed that the Wheel and Axles
Plant which was set up at Durgapur specifically to cater to Rail-
way requirements has not been able to supply the requisite num-
ber of wheels and axles, even though the first order wus placed as
long ago as December, 1963, and that it has refused to accept the
second order for wheels and axles. (S! No. 47).

5.39. The Committee stress that every eflort should be made by
the Ministry of Stecl, in conjunction with the Ministry of Railways
to identify the shortcomings quantiiative and qualitative in the
existing process of manufacture of Wheels and Axles so that all
such defeccts are remedied and the manuf-cturing programme is
geared to meet in full the requirements of the Railways at a rea-
sonable price (Sl No. 48).

Action taken

The Pande Commitier which was oppointed is September, 1966
to conduct an expert review of the problems of Durgapur Steel
Plant huad been asked specifically to look into the working of the
Whee! and Axle Plant. The varions recommendaiions made by
that Committee are heing  implementd. Subsequently,  two
British Experts also studied the varking of this Plan: and sub-
mitted a report in December, 1967, which sets out detailed recom-
mendations for securing guantitative and qualitative imprevement
in steel making for wheel and axle production and in the various
manufacturing stages in the Whe2l and Axle Plant. Action has
been initiatcd on these recommendations also. Among the impor-
tant steps taken to improve production may be mentioned the fol-
lowing —

(i) additional balancing -»quipments are being installed n
order to remove the technical difficulties. These are ex-
pected to be ready for aperation by December. 1968

(ii) the capacity of the existing furnace producing wheol
steel is being increased from 100 tonnes to 120 tonnes
This expansion is nearly complete.

(iii) reconditioning of some of the cquinment has been taken
in hand.

However, a major difficulty in effecting improvement in quality
and increase in production is the eneral labour situstion in Durga-
pur. Tt is hoped that some settlement will be reached with labour
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in regard to work standards and the labour situation becomes satis-
factory when it can be expected to fulfill the order of the Railways.

[Ministry of Steel Mines and Metals (Department of Iron and Steel)
D.O. Letter No. Par (9)-5/68 dated 21-9-1969].

Further Information
Capacity of Wheel and Axle Plant at Durgapur since its installation.

Answer: For wheel sets, capacity at the one million tonne
stage was 45,000 sets—broadgauge wheel sets 38,800 and metre-
gauge wheel sets 6200. The Wheel and Axle Plant has been ex-
panded in the 1.6 million tonne expansion and its capacity becomes
75,000 sets—broadgauge 61,000 and metre gauge 14.000. The plant
design has mainly been to produce B.G. and M.G. wheel sets and
there is little flexibility for manufacture of other designs or sizes.
However, Railway Board have suggested that since Durgapur Steel
Plant is the major Wheel and Axle Plant in India. necessary flexi-
bility to manufacture new designs should be provided for.

12(b) Number of wheels and axles turned out during 1962-63:

Answer: Information about production of loose wheels and
axles is being collected. The total number of wheel sets—20 tons,
16 ton, 12 ton and 10 ton—produced from 1962-63 to 1967-68 is
99611.

12(c) Number of wheels and axles actually supplied to Railways:

Answer: Number of wheel sets supplied to the Railways dur-
ing the same period was 99115, Number of loose wheel and axles

was T445.

(d) Number of wheels and axles which could not be supplied to
Railways against their indents.

Information is being collected.

13. Please state the precise progress made to improve the working
of the plant in the light of the recommendations of the Pande Com-

mittee and the report of the British Experts.

There arc seven recommendations in the Report of the Pande
Committer relating speciallvy to the Wheel and Axle Plant. Consi-
derable progress has been made in their implementation. For ins
tance inter--stage inspection has by and large been implemented.
This is being done with the object of ensuring that defective mate-
rials are screened early in the process and not at the final stage of
inspection. This will establish control over rejections. A progress
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planning cell with one General Foreman and one Assistant Fore-
man has been set up already. A team of one Chargeman and one
Assistant Foreman of Mechanical Maintenance has been sent to
UK. for training in the reconditioning of the machines. The in-
centive system is being studied under the guidance of the Consulta-
tive Group of the Hyderabad Staff College. Improvements have
been brought about in the system of the: maintenance including pre-
ventive maintenance. Maintenance arrangements has ‘also been
partially de-centralised and the Superintendent of the Department
is now responsible for day-to-day maintenance.

The Report of the British Experts sets out detailed recommen-
dations for securing qualitative and quantitative improvement in
steel making and for wheel and axle production and in the various
manufacturing stages in the Wheel and Axle Plant. The major
recommendations are improvement in labour discipline, improving
of steel making quality. introduction of inter-stage inspection 10
control various processes, separate production planning and pro-
gress cell. maintenance to be decentralised etc. Action has been ini-
tiated on most of these recommendntions. The Following wll
illustrate :-

(i) To conirol the silicon content in the hot metal input in
the open-hearth furnaces. the desiliconising facilities
with which the plant has been provided, have been press-
ed into use.

(ii) A new control chart showing melting and tapping tempe-
ratures in the open hearth furnaces has been introduced in
order to control the steel making process.

(iii) The qualitative and quantitative output of the open hearth
furnraces and particularly the 100 tonne furnace now 120
tonnes, meanth for wheel-steel, was significantly affected
by shortage of ingot moulds of proper qualitv. The posi-
tion in this regard has substantially improved. Since the
output of Durgapur Foundry has been continuously affect-
ed by labour troubles the purchase of moulds from market
sources has been augmented.

(iv) The quality of refractories. procured from indigenous
sources, has been one of the causes for rejections. To im-
prove the qualityv of these refractories. men have been
posted at the works of the refractorv manufacturers to
supervise production and provide technical guidance. Ne-
cessarv trials with bricks from various Refractories are
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also being undertaken to find out the bricks most suitable
for wheel steel making.

To remove imbalances in the irachining capacity, a Centreless
“Grinding Machine, an Axle roughing lathe and two wheel-set rec-
tification lathes have been acquired and are under process of installa-
tion. It is expected that this will be completed by the end of this
year.

The capacity of the 100 tonne open hearth furnace for wheel steel
has been increased to 120 tonnes. Wheel steel has also been procured
from the Alloy Steel Plant when required.

14. Please indicate how for the improvements in the Plant would
meet the future requirements of Railways both quantitatively and
qualitatively for different types of rolling stock.

The improvements that have been already cffected and those in
train in operational practices, syv:i -ms and procedures should se
cure a significant increasc in -he oo of the wheer ang Axle
Plant. There would be a gualitative improvement also in perfor-
mance In terms of lower rates of rejections and higher vields. The
quantitative and qualitative improvcnmcnis are. however. contigen!
on an improvement in industrial relations of which there are hard-
ly any signs.

[Ministry of Stecl Mines and Metals (Department of Iron and Steel)
D.0. No. Dur-18(3) /68, dated 7-12-1968.]

New DELHI; M. R. MASANI.
February 24, 1969. Chairman,

Phalguna 5, 1890 (Saka) Public Accounts Comm:ttee.



APPENDIX 1
Comparative Sratenent
Para 1+ 21 of the Report:

‘All figures corrected to nearest ‘ooc Tonnes)

2nd Plan Period 3rd Plan Period As per Project Remarks
Report
Particulars of freight 1958-59 1959-60 1960-61 1961-62 1962-A3 1963-64 1g61-65 1965-66 1966-67 1967-68 1 MTP  2-sMT
Stage-I Stage-I1
I 2 3 4 5 6 7 t 9 10 11 12
1. Bhilai Stee! Plant (Actual
figures)
Incoming Raw Matcerials
Total . . . .. 1860 3021 12390 5072 5193 5285 6889 7992 R556 4830 o131
Coal . . . .. 676 11Ls 1593 1680 1711 1714 2280 2935s 3177 1834 3622
A. Raw Material< excluding
Coal . . . 1184 1908 2637 3302 3482 33567 4609 s067 $379 2996 6509
B. Outgoine products . . 434 751 962 1248 1406 1370 1619 1983 2133 1200 2615
Ratio AtoBin Nos. | .. 27 25 27 27 25 26 2-8 25 25 25 25
I, Du:fapur Steel  Plant
(Actual figures).
Incoming Raw Materials
Tot . . . 421 2043 3280 4746 5252 5002 5182 3404 3724 Ss250 7358
Conl . . . 192 917 1470 1917 2160 1980 2102 1374 1587 2150 3460

£]1



1 2 3
A. Raw Materials Exclud-
ing Coal . 229 1126
B. Outgoing products 40 397
Ratio A to B in Nos., S 2' 8
I11. Rowrkela  Steel Plant
(Aetual figures).
Incoming Raw Materials
Total EAR] 1753
Coal 731
A. Raw Materials exclud-
ing Coal 1022
B. Outgoing products 190 379
Ratio A to B in Nos, , 2-7

Average for all the three
plants

£l S 6 7 8 9 10 11 12
1819 2829 3092 3022 3080 2030 2137 3100 3898
704 1005 1395 1349 1278 967 958 1161 1539
27 28 23 23 24 21 22 2:7 26
2243 3274 3587 3655 1395 qo14 J242 3597 6620
1018 1304 1547 1527 1750 1934 1953 1348 2492
1225 1970 2010 2128 2645 2080 2289 2249 4128
493 658 ERAN 9%4 1042 %96 905 804 1348
25 2'Q 21 22 25 23 25 2-8 28
26 2R 23 24 256

Q1

(253
average)




APPENDIX 11
"Reply to Recommendation No. 34-35-—Chapter 11

Starmzut showing the expenditure on staff in Railway Board and the overall staff
expenditure on Railways and the percentage between the two during the
First. Second and Third Five Year Plan periods.

(Figures in thousands of rupees)
gu

Five year Plans Staff expenditure  Overall staff expen- Percemage of (13 to (2)
in Railwav Board diture on Railwave
FIRST
1981-52) . . 19,89 1.21,70,%% 1690
1955-56) . 32.0N 1.48,21.02 > 21
SECOND
{1960-61) 6445 2.28.23.9C TOAEY,
THIRD
106<-66, 95.6% 3,10 30019 R




Sraten:ent showing the expenditure on staf} in

Southern  Western

APPENDIX II

(Reply to Recommendation No. 31-25 Chapter ID

the Headquarters and the ovevall staff e pendigpre on each zonal Railwav

the tevo during the first. second and third

(Ref. Page 151}

Fizve Year Plan rerieds.

and the tercentage between

(Figures in thousands of rupees)

Northern

Five Year Units South Northeast Central North Eastern  South All Rail- '
Plans Rajlway  Railway  Fastern Frontier Railway  Rajlway  Eastern Railway  Central Ways
Railway  Railway Railway Railway
1 2 ? 4 3 6 b 8 9 10 11 12
FIRST 1. Whole Riy. X .
(1951-52) { 1R.88.00 Figures 13,23.63 N.F.RI\.Y yar7raao 1€.41.06 12,03.08 Not avail-
not was able
available formed
for First from
{1955-56) 228733 Five Year  15.78,13 18-1-58 % §26-31-95 22,0683  16,69.53  22,94,91
Plan perio !
2. Headquarters .
{1951-52Y Not 1,12.35 Not 1,23,26 Not
available. available. available.
(1955-56) 1.32,6R 1,86.55 1.49.28 1,29,02
3. Percentage of (3) 10
) _
(1951-52) . R 49% 9" 4% .
(1955-56) . 8- 41% R- 009, R-8% 5:6%

981



SHOOND - 1.20nisitly,

(1960-61 29,5775 [3%,35,93 [21,39,63
2. Headguariers

(1960-61) 190,99 1,83,24 [2,11,37
3. PMa{c f

(2) 10 1)0

(1960-61) 6 42% 6:7%  9-88%

THIRD . 1. Whols .gg -

(1965 43,72,11 140,63.41 [35,73,84
2. Headguarters

(1965-66) {2,65,76 [2,54,02  2,82,82
3. Percentase

(@) to (1)

(1965-66) 599% 62%  791%

10,26,66

33,73,94

30,16,78

' 14,27,81 } 32,61,82 1,99,30,31
100,58 2,10,86 244,52 [1,72,03  2,14,21 15,25,21
98%  6°24%  8:00%  12:1% 6:6% 77%
F16,00.41 52,8130 741,30.87 120,98,63 746,32,47 " 12,44,17 2,97,04,04
(1966-67) ;
for the
period
from
2-10-66 to
31-3-67
. 1,55,37 {2,89;63 [3:63172 2,48,15 L 277,01 76,49 21,32,48
97%  855% 8%  11-8% 6% 6-1% 72%

N.B.—South Central Railway was formed witn erfect from 2-

are not available,

3182(at) 1813,

10-1966. Heace, figures for that Railway in respect of the three Plan Periods

Lg1



APPENDIX IV

(Reference reply to Reccmmendstion 41—Chepter IT)

List of Flec. Leco components which heve alvecdy  Eeen indigencusly develcped.  (Outside
Collaboration Agreement with M/[s. Group).

MECHANICAL

Description

OV N g hwn

-
2]

12
13
14
15
16
17
18

: .

Moo“qau’ub‘“

v -
“ui® -
»

) DR E
&2

Wheels and wheel sets including cardan rings.

Bogie frame
Athermos Axle box

Reversible type gear box for speedometer.

Helical springs.

Underframes including buffers, couplers.

Cabs

Doors and window assembly
Side Panels

Roof

Body Side Filter

Rubber items

Brake Equipment

After Cooler .
Oil and Water Separator
Wiper

Speed Recorder/Indicator
Sun Visor

Battery

Earthing shuntx

Cable of sizes

Cable lugs and plugs

Ot pump

Pantograph 8
Panto Mounting Indulat
Roof line Insulators
Roof fittings for above
Roof connections
Current Transformer,
Earthing switch
Auxiliary compressor i

ELECTRICAL

188
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15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

31
32
33

Measuring Instruments
Signal Horns
Junction diode
HRC fuse

Blocking diode

Cab fans

Cab heater

Voltage regulator
Head light

Marker Light
Lamps (Misc)
Earthing pole
Internal couplers
External coupler
Auxiliary terminal
Insulating materials

Slotted channels and accessories

Push Buttons
Electrolytic copper flats.



APPENDIX V
4
(Reference reply to recomnza lation 41—Chapter ID

List of items bsing D:oclopsd indigenously

(8) MECHANICAL :

(1) Traction Gaars . . . . Iaitially 6 19z0 sets ware ordered on TM/s
Heavy Michine Building Plant, Ranchi,
but this his not materilised. Action has
subseqiently bzen taken to develop thig
item with M/s Heavy Machine Tool Plant
at Ranchi. A developmental order for 40
loco sets was placed in 1966,  After consi-
derable delay, M/s HMTP have now im-
ported the blanks and are likely to take
up the work shortly.

!

(2% Blutic A-iica'stion " . Atensarznownilerwiy by Mls. Geesham
& Craven and M/s Nitional Rubber Manu-
facturers, Cilcurta to develop prototypes.

(b) BLECTRICAL ITEMS:

{0) Braking Resistance . . . Tais item is unier development wuh Mis.
Bsni, Cilcatta who have made a prototyps
recently.

{2) Braking Bx:itation Coatrol . Tais is u1isr developnent with M’s Beni
Ltd., Calcutta,

(3) Proverive Ralays . . . Tais iteqs is "11iar 1:v:lovnat with Mfs.

Universal Electric, Cilcutra.

(4) Sequence Relays . . . Thaese are unler develoomsat with Ms.
Bogtish Blectric Co., Midras.

(s} Tim= Lag Relays . . . Thris 1l levioonmt with Mhs. Uai-
versal Blectee, Culcutta and M/s. Cater
Hammer, Delhi.

190



APPENDIX V1

(Para1.62 of the Report)

>roduction Progremme vis-a-vis sugglies frcm HE1L Bhogeal

1966-67% 1967-68 © 1968-69 1969-70  1970-71
1. Production of Plans of DLW 55%, 66 68 72 72
2. Supplies from HEIL as pro-
mised in March, 1665 . . 31 s 50 72 72
(includin
10 gets O
motors
from
1965-66)
3. Actual Deliveries of complete
sots . . . . . 7 24 s .
Upto
Oct., 68
4. Shortage in delivery . . 24 I 20 .-
On pro-
1818 sup-
ply of 25
upto Oct.
1968.

®Requirements of this production met by imporied electrical equitments.

191



APPENDIX VII
.(Para 1-52 of the Report)

Statement regarding various commitments made by HEIL for supply of B.G. Traction
Equipment to D.L.W.

S. No. Date of commitment 1965-66 1966-67 1967-68 1963-69 1959-70 1970-71  R:amarks

I. 5-3-65 10 sets 21 sets of 35 50 73

of moters. motors.
31 sets of
other
equipment.
2. 5-3-66 (Accelerated . 21 63 122 120 120
programme). '
3. 10-8-66 .- 2I sets 50
4 15-6-67 . I§ses 56 60 83
5. 4-10-67 .. 15 50 55 .- s
6. 6-2-68 . 15 26 66
7 20-3-68 .- .. 3t 57 52
. (Cu.nuiaive)
8. 13-8-63 ‘e .- 31 44 72 72
9. 18-9-63 .. . 31 44 72 72




APPENDIX-VIII

Statement showing Indian Railways requrements of wheelsets, wheels, tyres & Axles

during 1961-62 to 1967-68.

(Para 1.60 of the Report)

'S. Type 1951-62 1952-63 1963-64 1964-6%
"No. 1 2 3 4

1965-66 1965-67 1967-68
5 6 7

1. FOR WAGONS:

1. 22} ton wheelsets 208 X424 2632 1308 3376 492 256
2.20 " 14928 29508 23424 28375 22332 163536 15018
3. 16 ’ ” 15346 19316 18332 19752 22944 16218 8354
4. 12 " ’» 3762 91,5926 12010 11930 13763 4730 7226
s. 8 . 632 416
ToTAL 31575 45330 55153 61335 §3530 377y 31334
1L. FOR CO47HES: = K
1. 22101 whesets 2;44 156 188 242 83
2. 16 ,, ”» 1434 1552 1245 1102 1104 1082 1216
3. 10 v 1828 920 788 832 828 572 860
TorAL 32792 2516 2185 2127 2184 1742 1876
ToraL WHEELSETS FOR
WaGINs & CICHTS 37358 S §3333 63335 61334 331535 33240
IIL I,f).’)‘S‘E lFVH":‘F:'LS.F
TYRES & AXLES
FOR LOCOS COA-
CHES AND WAGONS
Y, Waesl/Tyres Not 105SI6 114227 61472 64549 47818 65183
2. Axles ‘:;11:- 8331 9567 17974 6261 13279

159389
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APPENDIX-IX

(Para 1.60 of the Report)

Statement shewing the supplies of wheelsets, wheels/iyres and axles received from
indigenous sources durirg 1561-62 1o 1667-68.

S.
No. Type 1961-62 3962-63 1662-63 1664-65 1¢65-€6 16€€-€7 1667-68
1 2 3 4 5 6 7
1. WHEELSETS
(1) 20-ton
(a) M/s. HSL .. 1,078 8,404 14,466 15,567 9,852 7,834
&) M/s Tisco 802 1,070 1,361 2,489 2,168 2,716 1,884
ToTAL 803 2,148 9,765 16,955 17,735 12,568 9,718
(%) 16-ton
(a) M/s. HSL 3,67C 9,894 7,949 7,840 4,256 5,956
(8) M/s. Tisco 3,991 3,684 2,315 3,4(3 4,032 2,3¢9 1,936
ToTAL 3,991 7,354 12,2¢9 11,412 11,872 6,565 7,802
(1%) 12-ton M/s HSL 91s
1v) 10-ton M/s. HSL 2258 11,035 174
TOTAL SUPFLIES BY
EACH SOURCE.
(i) M/s. HSL 4,748 18,523 22,415 23,407 15,143 14,879
(i) M/s. Tisco "4,5¢4 4754 3,676 5952 6,2c0 5025 3,820
Gzanp TotAL 4794 9,502 22,199 28,367 29,607 120,168 18,69;‘
1. LOOSE WHEELS, )
TYES AND AXLES.
(") M/s Tisco
(@) wheels/tyres . 25,790 40,516 35,538 36,699 31,358 33,800 33,209
(&) Axles . . 7088 7331 7450 7,39 (6379 6333 Gig2
() M/s. HSL
(a) Wheels . 394 491 251 940 83 400
(b Axles 3952 6o1 1% 191
Total Supplies form indi-
genous sources:
Wheels/Tyres . 23,7950 40,910 136,029 36,950 32.3¢4 33,F63 3508
Axies . . 7,088 11,238 7,110 7,910 6,518 6,335 6,330

14



APPENDIX-X

Statement showing Foreign Bxchangs spant on the reports of wheelsets wheels,
tyres and Axles during 1961-62 to 1967-68.

(Para 1-60 of the Report)

(Figures in Crores of R vpuer]

Type 1961-62 1962-63 1963-64 1964-65 1965-66 1966-67 1967-6%
1 2 3 4 5 s 7
1. Wheeisets:
(a) for wagons . . 481 749 267 085 166 219 227
(b) for coaches . ) .. o 61 . .. . 3 19

11. Loosewheels/Tyres&
Axles for all stocks (in-
cluding locos) . . Not 1'79 2'43 093 230 ToKg 193
Avail-
sble

TotaL . -(f-rsx 985 s'I0  1'78 196 393 420
or
wheel-
scls
only)

195



APPENDIX XI
Stummary of Main Conclusions|Recommendations

Sr. Para No. Ministry, Deptt. Conclu,io..s; Recommendaations

No. of Rep.r1t concer..ed

I 2 3 4

. I.11 Rajlways The Committee cannot resist the impression that the Rail-

ways persistenily over-estimate traflic requirements while planning
Plann ng Commission for rail capacity. An iliustration of this 1s available in the manner
in which the estimates for general goods traffic were framed for
the Tmrd Plan. The target for general goods fixed in the Third
i1ve Year Plan as published in August, 1961 was 76'8 million tonnes,
out of 249 mullion tonnes of originaung goods traffic anticipated in
the last yecar of the Plan. This target was fixed when the develop-
ment programmes for certain important industries had “not yet all
been worked out in detail.” However, after this target was fixed,
the Railways initiated and systematically built up pressure on the
Planning Commission for its enhancement by 10 million tonnes,
which was ultimately agreed to. It is significant that this revision
of targets was not based on a review of the trends in general goods
traffic repeatedly suggested by the Planning Commission to the Rail-
ways. The Railways themselves had in fact stated that “there are
no statistics in the accepted sense of the term which are compiled
or can be compiled as a regular measure to reflect the actual demands
for transport of miscellaneous goods traffic from and to different
areas.” It is also significant that this upward revision of target
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gecurred despite the fact, specifically brought to the notice of the

. Railways, that the proportion of raij movement to total production

was going down. The actual general goods traffic that materialis-
ed against the target of 868 million tonnes, was only 78-1 million
tonnes, while, in respect of the total goods traffic, against an. anti-
cipation of 249 million tonnes, to which the entire planning was
geared, the traffic moved was only 203 million tonnes.

The Committee are emphatically of the view that planning
for rail capacity should be done on a more realistic basis in future,
so that scarce resources, which could be deployed for more pro-
ductive purposes, do not get unnecessarily blocked. The Cammittee
note that the Railways themselves have accepted ‘“the need for
improving planning procedures” and the responsibility for ensuring
“whatever modecration is possible” in framing rail transport esti-
mates and are tightening up the process of review and evaluatiom
of production and demand projections for various. commaedities.
The Committee would like the Planning Commission and Govern-
ment to ensure that while draw up the Fourth Plan planning for
rail capacity is done on a more realistic basis and the persistent
tendency to over-estimate traffic requirements and push up invest-
ment is firmly curbed. In particular, the Committee would like the
Planning Commission and Government to take note of the signi-
ficant trend the world over for goods to move increasingly by
road. This vital development should be kept constantly in view
in estimating the share of total traffic to be moved by rajl and road

L61



4

1°19

Railways

Mines & M :tais

Mines & Metals

and in determining the allocation of scarce plan resources for their
respective development.

The Committee note that with the removal of control over
distribution of coal (other than coaking coal required for metallurgi-
cal industries) with effect from 24th July, 1967, the Coal Controller
will no longer be in a position to furnish a detailed programme ot
rail transport requirements for non-coking consumers. This, coupled
with the experience in the Third Plan Period where there was a
shortfall in traffic of 24'7 million tonnes against the Plan estimates
of 91°'4 million tonnes, suggests the need for extreme circum-
spection in planning for movement of coal traffic. The Committee
would also suggest that, by way of abundant caution, any projection
of traffic assumed in planning for extra capacity during the Fourth
Plan should be subject to careful annual review in the light of
empirical data.

The Committee regret that the Department of Mines &
Metals have still not furnished the information called for. They
would like to emphasise the necessity to have the requisite data
speedily collected and reviewed. Based on such a review it may
be examined whether the estimates of coal trefic drewn up for the
Fourth Plan would need revision. The Committee would like
particularly to stress that the estimates should be built up, on
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Iron & Steel

realistic field-wise targets for production and for direction-wise
movements of coal.

The Committee cannot help feeling that the traffic for Steel
Plants estimated as 34'5 million tonnes in the last year of the Third
Plan was not based on any precise assessment of raw materials for
the plants to be moved by rail. As pointed out in para 1.48 of their
22nd Report, the estimate was apparently based on a formula which
assessed that 3 to 3-2 tonnes of raw materials would be required
per tonne of finished product. However, the information furmished
to the Committee does not show on what basis this formula was
worked out. The average raw material requirement as worked out
in the project reports of the Steel Plants, prepared by the
Collaborators was 2'53 tonnes per tonne of finished product. A
Coordination Committee for expansion of Steel Plants had assessed
the requirements of raw materials for the Plants in June, 1960 and,
on the basis of their calculations, the formula worked out was that
2:76 tonnes of raw materials would be needed per tonne of finished
product. At an Inter-Ministerial meeting held subsequently in
October, 1960, it was pointed out that the leads required for raw
materials would be longer, but the papers relating to the meeting
which have been furnished to the Committee do not show that any
formula as such was worked out. The Committee are, therefore,
unable to understand on what basis the traffic was assessed as 345
million tonnes, including 26.1 million tonnes on account of raw
materials. The actual traffic that materialised was 10.8 million
tonnes less.

$
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The above resume clearly indicates that Government did not
carefully assess the requirements for the movement of raw materials
by rail for stee] plants either on the basis of their past experience
or on the basis of figures estimated by the foreign collaborators but
fixed them arbitrarily at 3 to 3.2 tonnes of raw materials for one
tonne of finished steel. This resulted not only in creating rail
capacity far in excess of requirements but also in burdening the
Railways with heavy capital investment on which a fixed dividend
has to be paid to the general exchequer and diverting scarce resources
which could have been better utilised in building roads or otherwise.

The Committee would like Government to draw the benefit-
from this costly experience and ensure that in future the require-
ments for the movement of raw materials for stee] plants are realis-.
tically. worked out on the basis of experience gathered during the
last decade.

The Committee -note that the question whether the loss ‘on
the working-of new lines shounld not be passed on to the sponsoring
authoritiés is propesed to be considered at the time of the mext:-:
review of the Separation Convention. Now that the Railway Con--
vention- Commmrittee - (1968) has been appointed. the Committee hope -

that this matter will :-be placed before them.

The  Committee also note that some of the State Govern-
ments #re not agreeable to the closure of certain branch lines on

‘ooz
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Railways

which the Railways have been consistently losing. According to -
the Railways own estimate, the total annual loss of uneconomic-

branch lines works out to Rs. 669 crores. The Committee recom-

mend that Railways should examine what effective measures, if any,.:
could be taken to reduce the losses on these lines by introducing
optimum number of services, speeding up of trains, ensuring safe -
handling of goods and, in general, improving customer’s satisfaction. -
Where rail development justifies it, the gquestion of conversion of

these existing narrow guage lines into metre gauge/broad gauge
lines in the interest of reducing the losses may a'so be considered.
The Committee suggest that, in a case where a State Government is.
not agreeable to the closure of unremunerative lines, the question of
passing the losses on to the concerned State Government shouid be
considered. The Committee suggest that this matter may also be
placed before the Railway Convention Committee (1968) for their
consideration.

The Committee are not happy to learn that wagons were
purchased by Railways during the Third P'an “without detailed cal-
culations”. The estimation of wagon requirements “‘on -additional
account’ included in the Third Plan was 108,956 wagons, based on a
traffic target of 249 million tonnes. In January, 1962, - when the
traffic target was revised to 264 million tonnes, provision was made

for the purchase of 21,000 more wagons, ‘on additional account’ ‘' The *

actual number of wagons procured on ‘additional account! was
116,410 or 13,546 wagons less than the estimated requirement for a
traffic target of 264 million tonnes. Even if, as stated by the Railway

) {074
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Board, this estimate was npt based on detailed calculations, it would
appear that the additional procurement should have created a capa-
city more than the peak level capacity of 225 million tonnes estimat-
ed by Railways as having existed at the end of the Third Five Year
Plan. Considering, moreover, that the originating goods traffic mov-
ed in the last year of the Third Plan was only 203 million tonnes, it
is evident that there was ample surplus wagon capacity with the
Rai.ways at the end of the Third Plan. Now that an appraisal of
wagon requirements is being made for the Fourth Plan, the Commit-
tee would like to impress on the Railways and the Planning Commis-
sion the need to arrive at a reliable assessment of wagon capacity
created, taking into account the change in pattern of movements and
in the leads mentioned by the Railways, so that the acquisition of
wagons on additional account is based on dependable estimates of
surplus wagon capacity already existing.

The Committee are surprised by the explanation of the Rail-
ways that the ‘turn-round of 9'5 days on Broad Gauge and 6°5 days
on Metre Gauge envisaged in the Third Plan “were never visualised
as targets for full achievement”. If, as stated by the Railways, they
were “built into the Railways’ plan for expansion”, they were
necessarily visualised as goals capable of realisation. While
planning the acquisition of extra wagons during the Fourth Plan, the
Committee would like both the Railways and the Planning Commis-
sion to examine how far the existing ‘turn-round’ leaves scope for

coe
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improvement, so that fuller use is made of the existing wagon stock
hefore making further capital investment.

While the Committee appreciate that some times there might
be delay in the allotment of wagons due to unavoidab'e circum-
stances, they feel that with the surplus capacity available with the
Railways. it shou d be possible to meet the consumers’ requirements
of wagons in less than a week of the registration of the demand. The
Committee suggest that the Ministrv of Railways should make a pub-
lic declavation that wagons would b made availab'e, save in excep-
tional circumstances, within a prescribed period. This would not
only dispel any ingering suspicion that there are still some malprac-
tices in the matter of allotment of wagons but also help to build an
image of Railways as a consumer oriented service.

The Commiittee see force in  the view of Audit that return of
empties from broad gauge to base stations rcguires considerably
fewer of goods trains than the return of empty bogies on metre gauge.
The Committee desire that the re’ative economics of hauling POL by
the longer route on Metre Gange vis-a-1is the shorter route on Broad
Gauge may be re-examined, so that the more economic course con-
sistant with operational requirements is adopted.

The Committee arve distressed to note that in spite of various
measures taken during the last two years to make rail transport
more attractive on the Southern Railway, the loss during the year
1967-68 has increased to Rs. 15.66 crores front Rs. 10.32 crores in

N Yo 74
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1966-67. The Committee desire that the Ministry of Railways should
examine what further steps should be taken to improve the financial
working of the Southern Railways by attracting additional traffic and
by effecting appropriate economies in expenditure. The Committee
would like to watch the working of this Railway through future
Audit Reports.

The Committee are disappointed with the performance of
Heavy Electricals in the matter of supply of traction equipment to
the Rai ways for the manufacture of diesel locomotives. 31 sets of
equipment were promised in 1966-67, against which the actual deli-
veries were 7. in 1967-68, the supply was 24, against 35 promised.
Under such circumstances, the Railways had inevitably to resort to
imports on a scale larger than originally planned. The Committee
note that deliveries of equipment by Heavy Electricals were affected
by the delays in procurement of imported machinery and raw mate-
rials needed for the production of equipment, apart from the diffi-
culty in getting acceptable steel castings from indigenous suppliers
for frames and control gear. For the delays in import of machinery
and raw materials, the Railways have their share of responsibility.
as the Committee understand from the information supplied to it by
the Ministry of Industrial Development, that the clearance for the
requisite foreign exchange needed by Heavy Electricals was not

40X 4
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given by the Railways in time. As regards castings the Committee
note that the Corporation “are now in a much better position to
foresee the problems and take timely corrective action.” The Com-
mittee hope that, with the experience now gained, it would be pos-
sib'e for Heavy Electricals to adhere to their promises of stepping up
supplies of equipment from 44 in 1968-69 to 72 in 1970-71.

The Committee nste that in regard to crank shafts required
for locomotives, the scheme for progressive substitution of imports
by supplies from Heavy Engineering Corporation, Ranchi, did not
materialise in time due to “protracted correspondence between Heavy
Engineering Corporation and Diesel Locomotive Works before a
mutually acceptable forging technology could be agreed upon.” The
Committee note that the scheme for indigenous manufacture has heen
agreed to by the Railways in principle and that the Heavy Engineer-
ing Corporation propose to enter into foreign collaboration for this
purpose and that the details are being sorted out. The Committee
hope that both the Corporation and the Railways will move in the
matter with a sense of purpose and speed and that the Corporation

would be able to live up to the present expectations of being able to
supply the requisite cranks shafts from 1972-73 onwards.

The Committee note that the Whee ond Axle Plant at Durga-
pur has the capacity to meet the requirements of the Railways for
wheel sets required for wagons and coaches. However, due to quali-
tative and quantitative deficiencies in production, the Plant has not
been able to supply the full quantum of 30,000 whee' sets promised

— e
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from 1963-61 onwards. The maximum supply effected was 23,407 in
1785-66 and since then the supplies have been progressively coming
down. rendering reliance on foreign supp'iers inevitable. How in-
adequate the progress has been would be evident from the fact that.
in 1957-68. the foreign exchange expended on imports of wheel sets,
loose wheel: tvres ete. was Rs. 420 croves: or nearly as much as that
in 1963-64 (i.c. Rs 5.10 crores).

The Committee note that the question of improving the per-
‘ormance of the Wheel and Axle Plant at Durgapur was the subject
of study by the Pandey Committee as well as by a team of British
oxperts. The Committee hope that with the implementation of the
recommendations of these two teams. the Plant- will be geared up to
supp’y auality Wheels and Axles in requisite numbers. '
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