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INTRODUCTION 

I. the Chairman of the Railway Convention Committee, 1971, 
having been authorised by the C ~  to present this First Re-
port on their behalf, present this Report on "Accounting Matters". 

2. The Interim Report of the Railway Conyention Committee, 1971 
was presented to Parliament on the 7th December, 1971 arui was 
adopted by the two Houses on the 16th and 20th December. 1971. 

3 .. The Committee had indicated in para 9 of their Interim Report 
.some important aspects of Railway functioning which have a vital 
bearing on the ftnancial position of the Railways and would need 
closer examination. The Committee in particula.r mentioned remune-
ratIveness of Branch Lines; conversion of gauges; optimum utilisa-
tion of existing Railway asse.ts; delays in the turn-round of wagons; 
measures taken to augment Railway revenue; elimination of pilferage 
and thefts; redUCing the incidence of ticketless travelling; introduc-
tion of a system of Cost Analysis and Management Accountancy; 
alterations, if any, in the allocation of Railway expenditure between 
Capital, Revenue, DepreCiation, Reserve Fund and Development Fund; 
Social burdens on the Railways; Working of Production Units and 
Workshops; passenger and staff amenities etc. meriting such exami-
nation. 

4. The Committee decided at their sitting held on the 28th Jan 
uary, 1972 to call for memoranda from Members of Parliament, non-
official organisations, Chambers of Commerce and Industry, Railway 
Men's Unions, professional organisations (Institutes of Mana·ge-
ment etc.), retired Railway Officers, Public Undertakings and other 
eminent individuals having knowledge and experience of the working 
of Indian Railways. The Chief Secretaries of aU State Government. 
were also requested to furnish memoranda on matters in which the 
States may be interested. A Press llote was also issued on the 7th 
April, 1972 inviting all those who had any suggestions to ofter to 
furnish memoranda for consideration by the Committee within a 
month. 

v 
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S. In response to the above, the Committee have received 70 memo-
randa from the following:-

(1) Members of Parliament • 
(2) State Govenunen-ta • 
(3) R ~  Unions 7 
(4) Chambers of Commerce W 

~ Professional OrganJslrti()ns f' 
(6) Retired RaHway Officers 11 
(7) Public Undertakings (including Bureau of 

Public Enterprises) 9 
(8) Other individuals 3-

6. The Committee also undertook tours to various Zonal Railways 
and held informal discussions with the General ManagerslHeads of 
DepartmentslDivisioftal'Superinlendenfs concerned. They arso visited 
some Railway Workshops, Production Units and ltesearch and Train-
irig EstErbIishments. Opportunity was also taken hold informal 
discussions with the ~  of local Chambers of Commerce 
and Industry on the working of Railways. . 

7. At tbesitting of the Committee held on the 14th July, 1972, it 
was decided that Reports on the following subjects may be prepa.red 
on a priority blHlis:-

(1) Accountti'lg Matters; 
(2) Suburban Services; 
(3) Commercial and allied matters; and 

I 
(4) Requirements and availability of wa·gons. 

8. The Comrtlittee !lccordingly called for written replies on the 
above subjects from the Ministry of Railways to facilitate a thorough 
examination. The Committee took the evidence of the representa-
tives of the Ministry of R ~  on 'Accounting Matters' and 'Subur-
ban Services' on the 23rd, 24th, 25th, and 26th October, 1972. E'ridenee 
t)n "Commercial and allied Matters" was partly ~  at the 
IUtings held on the 21st, 22nd and 23rd November, 19'72. 

9. The Committee have held 24 sittings so far: Their Reports OIl 
"Suburban Services", "Commercial and Allied Ma.tters" and "Re-
quirements and '8vailability of wagons" are expected to be flnaBsecf 
during the course of the next 2..3 months. 
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10. The Committee wish to express their thanks to the Chairman 
and Members of the Railway Board and the Financial Commissioner 
for Railways for placing before the Committee the material and in-
jormation that they wanted in connection with the examInation of 
the subject. 

11. The Committee also wish to thank the Members of Parliament, 
Railwaymen's Unions, Chambers of Commerce, Professional Organi-
sations, Retired Railway Officers, Public Undertakings, State Gov-
ernments and other individuals who have furnished- memoranda to 
the Committee and given valuable suggestions on the working of the 
Indian Railways. 

12. The Committee also wish to thank the Federation of Indian 
Chambers of Commerce and Industry, New Delhi; the Federation of 
Associations of Small Industries of India, New Delhi; the Associated 
Chambers of Commerce and Industry, Calcutta; National Institute 
for Training in Industrial Engineering, Bombay, National Federa'tion 
of Indian Railwaymen, New Delhi and Sarvashri D. V. Reddy, R. P. 
Srivastava, D. D. Desai, M.P., G. D. Khandelwal and Shri K. B. 
Mathur for appearing before the Committee and making valuable 
suggestions. 

13. The Interim Report of the Committee covered the period 1971-
72 and 1972·73. The ptesent report covers the next financial year viz. 
1973-74. Other reports of the Committee will be presented after they 
have completed examination of the various matters referred to in 
para 3 above. 

14. The Report was considered and adopted by the Committee at 
their sitting held on the 12th December, 1972. 

15. Summary of recommendationsjconclusions contained in the 
Report is appended to the Report (Appendix VII). 

NEW DELHI; 

December 14, 1972. 
AgrAh4JjQ/ntI. 23, 1894 (5'). 

R. K. SINHA, 

Chairman, 
R4ilwClJf Convention Committee. 



CHAPTER I 

RATE OF DIVIDEND AND OTHER ANCILLARY MATTERS 

The Committee had, in their Interim Report presented to Parlia-
ment last year, made in.ter-alia the following recommendatiollll cov-
ering the period 1971-72 and 1972-73:-

(i) The existing rate of dividend at 41 per cent of the capital 
invested in the Railways upto 1963-64 with an addition of 
1 per cent in lieu of passenger fare tax and at 6 per cent 
of the capital invested after 31st March, 1964 should con-
tinue to be paid by the Railways to the General Revenues; 

\ 

(ii) The extent arrangements for the purpose of dividend in 
regard to the strategic lines, Kiriburu-Bimalgarh and SamJ 
balpur-Titlagarh ore lines and the Kathua..Jammu line may 
continuej 

(iii) The Capital-at-Charge of the non-strategic portion of the 
Northeast Frontier Railway and the unremunerative branch 
lines as also the element of overcapitalisaaon may be ex-
empted from payment of dividend; 

(iv) The existing arrangements of (a:) deferring the payment of 
dividend on the Capital-at-charge of New Lines chargeable 
at the average borrowing rate of interest during the period 
of their construction as well as for the first five years after 
their opening; and (b) closing the account of deferred divi-
dend of New Lines after a period of 20 years from the date 
of their opening, extipguishing any liability for deferred 
dividend not liquidated within that period, may be con-
tinued; 

(v) Having regard to the long period of construction/gestation 
of railway investment in general and the time taken by 
such investments to reach full earning potential, 25 per cent 
of outlay in a year on works-in-Pr0gI"e88 (which could 
otherwise be liable to payment of dividend) may be ex-
empted from payment of dividend for a period of 3 yean; 



(vi) Consistent with the commercial practice of utilising reserves 
88 internal resources, the Railways should be given, the 
benefit of interest at the current dividend rate on the fund 
balances by being permitted to take credit for the differ-
ences between the dividend rate and the average borrow-
ing rate at which interest accrues at present to the Funds 
as Il set .of! in the dividend payable from the Railways to 
the General Revenues. 

LL Thec-utee NCOmmend that the above recoJIllhMldatiees 
with regard to the rate of divid_ payable by are Railways .. GeRe-
ral Revenues and other ancillary matters, may be faken to cover the 
Dext financial year viz. 1973-7' ...... 



CHAPTER U 

DEPRECIATION RESERVE FUND 

A. Procedure for determining appropriatiolls 

The Df!preciation Fund was instituted for the first time on Indian 
Railways in 1924-25. Upto 1923-24, the actual expenditure on replace-
ment of assets by like <.Issets was charged to revenue as and when 
the renew dl took place, the improvement element in any replacement 
being charged to capital. 

2.1. The annual contribution to the Depreciation Fund was ongl-
nally on the straight-line basis i.e., the oribrinal capital cost of assets 
divided by the number of years of their estimated life. Detailed 
registers were then upened to record the capital cost of each unit 
of wasting asset, such as a loco, a coach, a wagon, a rail, a sleeper, 
a building, a bridge etc., for working out the annual contribution. 
The credit obtained on disposal of the displaced assets as well as 
the interest on the balances in the Depreciation Fund were credited 
to Revenue. On the replacement of an asset, the cost of the new 
asset was debited to capital and the original cost written off from 
Capital by debit to the Depreciation Fund. Thus, whatever increase 
there was in the cost of the replacing asset, over the original cost 
of the replacing asset, was charged to Capital, even when there was 
no element of improvement. These rules applied in their entirety 
only to the State-managed Railways. 

2.2. These rules of allocation were revised from 1936-37, so that 
the Depreciation Fund became liable to bear the current cost of 
replacement of an asset by a like asBet instead of only original cost· 
As withdrawals from the Fund under this principle would inevit-
ably be more than the amounts accumulated in Fund on the 1924-
25 basis, viz., the original cost of the assets, it was decided that the 
value of materials released by replacement should be credited to 
the Depreciation Fund instead of to Revenue from 1936-37. A change 
in the method of maintaining the record of depreciation was also 
made at the same time. The detailed registers, which were main-
tained from 1924-25 to 1935-36, of the capital cost of each unit of 
wasting assets for working out the annual contribution were given 
up, &nd it was decided to simplify the calculation of the annual 
appropriation to the Fund by!fiKing it at 1/6Oth of the total aaew, 
the rationale being that the attual appropriations on the buis of 
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cietailed records had in fact rougbly approximated to this percentage-
over the period 1924-25 to 1933-34. 

In 1949, the rules of allocation of the cost of replacements. 
were revised again and the entire cost of replacement of an asset 
became chargeable to the Depreciation Reserve Fund, including 
both the elements of improvement and the increase in price over 
the original cost of the displaced asset. 

2.3. From 1950-51, in terms of the recommendations of the Rail-
way Convention Committee, 1949, the annual contribution to the 
Depreciation Fund was fixed, in effect, at the amount likely to be 
required for replacements during the year; the intelest accruing on 
the balance in the Depreciation Fund was also credited to the Fund, 
instead of being taken as a Revenue receipt. (In addition, a contri-
bution is made to the Depreciation Fund by a per contra charge to 
the cost of production in respect of depreciation on assets of manu-
facturing units; being of relatively recent origin, these units have 
no special problem of arrear depreciation as in the case of the older 
Zonal Railways). 

2.4. The original cost basis laid down by 1924 Convention was 
similar to the basis generally adopted by companies in the private' 
sector in their commercial accounts. This covered what is, in fact, 
the minimum depreciation provision necessary, based on the original 
cost of each particular unit and its life. The present basis, viz. 
charging the full cost of replacement of an asset, including the 
improvement and inflationary elements, to the Depreciation Fund 
is being followed from 1st April, 1950, in pursuance of the recom-
mendation of the Convention Committee, 1949, reaffirmed by the 
subsequent Convention Committees of 1954, 1960 and 1965. This 
represents a more liberal depreciation provision. Under this basis, 
a view is taken in respect of a forward period so that the total funds 
required for replacement of assets that will fan due to be retired 
(taking the full cost at current prices and including the improve-
ment element in the new assets that will replace the old) and 
adequate provision Is made during the forward period to meet the 
full cost of such replacements as they fall due. 

2.5. During evidence of the official representatives of the Ministry 
of Railways (Railway Board), the ComniIttee drew attention to the 
observations made in memo. No. III furnished by the Financial 
Commissioner where it had been staied that a change in the method 
of maintaining the record of deprectation was made in 1936-37 when 
the detailed registers which were being maintained since lQ24-25 
were given up and it was decided to fix appropriations at 
1/6Oth of the total capital-at-charge including the coat of ncm· 
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wasting as well as wasting assets. The Committee enquire<.I on what 
basis the appropriations were so determined and why it was decided 
to take into account the cost of non-wasting assets as well· The 
Financial Commissioner stated that it was an empirical formula 
evolved by the then Financial Commissioner, Shri P. R. Rau. It was 
found that during the years 1924-25 to 1934-35, the actual deprecia-
tion meticulously calculated on the basis of the life of individual 
assets after a lot of clerical labour, came to a percentage varying 
between 1.63 per cent and 1.75 per cent of the capital-at-charge. 
He. therefore, proposed that it would be reasonable t.o adopt the 
average figure of 1.67 per cent i.e. 1160th of the total capital-at-
charge, and thereby save a lot of labour and time. 

2.6. The Financial Commissioner added that "strictly speaking, 
to answer the question, it was not correct to include the non-wast-
ting assets also." However, this method was changed in 1948-49 
when. upon the recommendation of the Railway Convention Com-
mittee. 1949 it was decided to adopt another method of estimating 
in advance the likely cost of renewals and replacement of various 
assets and then providing for it in the budget as a contribution to 
thp Depreciation Reserve Fund. This method took into account not 
only the increase in the cost. of a given asset but also the element 
of improvement of the assets. 

It has been stated in Memorandum No. III furnished by the 
Financial Commissioner that for taking a comprehensive and sound 
view in regard to the depreciation to be made during ~  thf: 
following aspects are relevant:-

(i) Physical arrears in renewals and replacements; 

(ii) Arrear depreciation accrue upto 31st March, 1969; 

(iii) Depreciation that would accrue during 1967-74. 

2.7. Arrears in renewals and replacements have continued to 
persist to a very considerable extent in spite of progressively larger 
expenditure in the earlier convention periods. This is due mainly 
to the fact that since 195()..51 full cost of replacement including the 
improvement and inflationary elements is charged to the deprecia-
tion Fund. The prices have also been gradually going up ever 
the years. There is thus still much leeway to be made up in this 
respect. 

2.8. In regard to arrear depreciation, a rough exercise of a tenta-
tive character based, in the absence of detailed records, on the pre- \ 
scribed lives of various categories of assets, an ad hoc assessment of 
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.the number of assets accoNina to various age groups within each 
category, their current costs and depreciation appropriate to the 
lives of the asset in ~ category wdicateli that the arrear depre-
ciation accrued lJt) to 31st March, 1968, was of the order of Rs. 860 
crores. With reference to 31st March, 1969, this figure would have 
gone l,ij) fW',tber to about as. 950 crores. 

2.9. For working out the depreciation accruing during 1969-74, 
the results of a broad analysis carried out in 1966 have been suitably 
adopted. Based on the prescribed lives of various assets and their 
composition in terms of different categories, it was observed in 
1966, that the amount of depreciation that accrued annually was 
of the order of 1/37 of the block value of the wasting assets. On 
the same reckoning, the depreciation that would accrue during 
1969-74 may be placed at Rs. 580 crores. This figure does not, 
however, urkeinto account-

(a) The element of obsolescence in the existing assets and 
the higher costs of modern assets which will replace 
them; and 

(b) The possibility of further rise in prices. If due allowance 
is to be made for these factors also, the contribution to 
the Depreciation Reserve Fund will have to be much 
more than Rs. '580 crores. 

2.10. The Committee enquired how in the absence of any de-
-tailed records, it was possible to ensure that the depreciation pro-
vision was kept at a realistic level. In a note on the subject, the 
Railway Board have stated that the' maintenance of detailed records 
showing the capital cost of each asset, the life, etc., required for 
working out the annual contributions to the Depreciation Reserve 
Fund under commercial accOW1&g methods was disccmtinued from 
1935-36, consequent on the introduction of a simplified method of 
calculating annual contribUtions to the Fund. 

2.11. The Financial Commissioner added during evidence that 
the fol'eeutJ of contributions to the ~  Reserve Fund 
during !the Jlive Year Plans werebued on clatatIM8tudies for eecb 
:vee of the Pbln. It had. been fOUl1d that the aeWal expenditure 
Oft np1aeement was wry cloIe to the annual ,eontrtbution to Depre-
ciation Reserve Fund. 

2.12'. The eommMee are flItther informed that aftmo a careful 
~  of ~  eysteth- ui!let! for aceounling Of depreeiattOll. a 
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team. of ccmeultanta deputed by the Wbtid Bank eonc'h:Jdecf (Jan-
uary 1''10) that-

"(a) there is ample evidenee that depreciation charge in tile 
past have been adequate. 

(b) Provided ~  trend continue_, and the Railways do not 
fall into the trap of under-providing for depreciation, 
then we consider the present system to be acceptable. 

(0) There is obvioul awarene81 of the need to provide both 
for depreciation of capital cost and for inftation in future 
costs. It is in the latter provision, making an on-charge 
to historical depreeiation charges to bring them upto cur-
rent costs, that the danger lies. Here again, however, 
figures 'Of past charges indicate that aUocatiO!l8 have been 
adequate. 

(d) Future policy on Depreciation Reserve Fund within the-
Five Year Plan period upto 1973-74, conftnns eontinuity 
of a sound depreciatioll policy." 

2.13. In view of the above, the Ministry of Railways are of the 
view that "there would seem to be no need for any change in the 
basis of contribution to the Fund and consequently for maintaining 
the elaborate records of depreciation for different assets aa sUiiest;.. 
ed." 

2.14. The Committee enquired if the Railways had instituted a 
regular system of evaluation of the assets at their current replace-
ment costs and jf so, whether they had examined the feasibility of 
maintaining a Depreciation Deficiency Account to indicate the accu-
mulated deprecfatton, if any, against which the balances in the 
Depreciation Reserve Fund have fallen short. The Railway Board 
have stated in a written reply that: 

"The Railways do not have a regular system of revaluation 
of assets at the current replacement costs. The need for, 
and the feasibility of mafntaing a Depreciation Deficiency 
account even on proforma basis .... has not been exa-
mined. Such an account can be only an adjunct to Depre-
ciation Reserve 1I'und. Unless contributions to Dept'e('fa-
tim R ~ Fund itself are made on a strictly commer-
cial accounting basis, the Depreciation Deftciency ac-
COUDt will not reHect the IIOrrect posit;iea, and may not, 
tllerefOl'e, l8rVe the mti!llCJed purpoMt." 
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2.15. The Financial Commissioner added during evidence that the 
need for fl\\iintaining such an account arose only in cases where ~ 

:vision was made on the basis of historic costs of assets. The Com-
pany Law as amended in 1956 provided for such provision to be 
shown separately in the balance sheet of every company. This did 
not apply to the Railways as they were already providing for full 
replacement at current costs. 

2.16. The Committee enquired whether the Railway Board were 
a1..;o making provision for obsolescence to meet the loss on dispo-
sal of assets and internal insurance to provide against large indivi-
dual fire, accident etc. as was done by the British Railways Board. 
The Financial Commissioner stated that so far as th0 question of 
making provision for general obsolescencc was concerned, actual 
experience showed that the decpreciation provisicn fully took care 
of losses on the disposal of assets. In regard to the question of 
insuring the goods. he stated that goods in transit within the country 
were not insured. Only the imported goods and stores were insured 
through the L.I.C. to guard against marine losses. Losses due to 
other factors sllch as fire etc. were taken care of by the Deprecia-
tion Reserve Fund. It was not necessary for Indian Railways to 
follnw the example of British Railways as the latter were getting a 
su bsidy of £ 71 million a year from the Exchequer and were still 
running at a loss. 

2.17. T ~ Committte note that contribution to the D('llreciation 
Reserve Fund is at present related not to the amount of ~  

calculated as accruing on the wasting assets of the Railways year 
by year hut to the amou.nts that are expected to be withdrawn from 
the Fund during each five year period. In the absence of any de-
tailed rerord as to the prescribed lives of various assets. the Ministry 
of Railways have heen able to prepare only "rough" estimates of 
accrued depn-ciation--arrear as well as current-based 011 an ad hoc 
assessment ~ some years ago. The Committee consider that in 
order to keep the appropriations to Depreciation Reserve Fund at 
a realistic level and as pointed out by the World Bank Team. to 
avoid the risk of any future under-provision. it is necessary for the 
Ministry of Railways to further refine the technique of assessing the 
deprC<'iation requirements. For this, it is essential that not only tbe 
data with regard to the number or various types of assets requiring 
replacement and their distribution in rec:ognised age-groups is readily 
available but also their current replacement costs are known and 
depreciation appropriate to the lives of assets in question. is precisely 
determined. . 

2.18. The Committee are given to understand that it would in-
volve very heavy derical labour to prepare the detailed records at 
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this late stage. In the circumstances, the Committee have no ob-
jection to the existing method of providing for depreciation in 
respect of assets created upto 1969-70 i.e., the commencement of the 
Fourth Plan. But, for the . assets created during the ~  Plan 
period. they fecI that it is desirable that full data in respect of such 
assets is maintained by the Railways and provision for deprecia·-
tion thereof is made on a scientific and rational basis taking into 
account the cost and life of such assets. The Committee recom-
mend that Government should constitute without delay a Work-
ing Group consisting of experts from Finance. Accounts. Audit and 
technical disciplines to examine the matter fully so that detailed 
instructions may be issued ill this regard. The Committee eXI)ect 
that the requirements of Depreciation Reserve Fund for the next five 
year plan would be worked out on the above basis and placed be-
fore the next Railway Convention Committee. 

2.19. The Committee also recommend that the requisite infor-
mation about the total assets of Itailways and Depreciation impli-

,cations of those assets should be specifically mentioned in the Budget 
papers for information of Parliament. 

2.20. The Committee further consider that the Railway Board 
should undertake a critical study to determine whether. in confor-
mity with accepted principles of accounting. a separate Renewal 
Reserve Fund should be ereated out of their profits. if any. to pro-
vide for inflationary and improvement elements in the cost of assets. 
The intention is, that the net revenue surplus/deficit of the Railways 
shauld be ascertained with greater precision and on accepted account-
ing principles and procedures. The result of such a study may be 
placed before the next Convention Committee for their consideration. 

B. Annual Accretions to Depreciation Reserve Fund 
2.21. The actual accretions to the Depreciation Reserve Fund and 

withdrawals therefrom 1Jis-a-vis the contributions proposed by the 
Finandal Commissioner during the first thrce years of the Fourth! 
Fiv(' Year Plan are shown in the table below: 

Year 

1969-70 
1970-71 
1971-72 
1972-73 

1973-74 

Contrihu- Accrl'tion \lC'ith- Closing 
tion SUI(- !() the Fund drawals Balance 
Rested hy (including 
Finane.' interest) 
C ~

SiOnf"T 

~  

100'00 
10500 
110' 00 

102'34 
108' 54 
114' l6 
120' 20 

~ 
9O' 6R 
90' k7 

120'00 

126· 3R 
144'41 
167'61 

~  
(Ii E ) 
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2,22, In a note on the subject, the Ministry 0-£ Railways bav .. 

stated that during the inter-plan period of three years viz. lQ66...67 .. 
196'7-68 and 1968-69, on the basis of 1965 Convention the apptopria-:-
tion to Depreciation Reserve Fund should have been Rs, 345 erores 
and withdrawal also of about the same order. Since it was noticed 
during 1966-67 that the originating traffic was not coming up to the 
anticipated level on account of the recession in the general economy 
of the country, the pace of works in progress was adjusted and ac-
quisition of rolling stock cut back from time to time. 

2,23, As the revenue of the Railways did not also admit of a 
higher ~  of appropriation to Depreciation Reserve Fund as ori-
ginally envisaged, this was reduced to about Rs, 290 crores, The 
ac!ual witlldrawal was lower than the appropriation on account of 
the sluggish industrial activity, labour unrest and the deterioration 
in th(' law and order situation in the eastern region which affected 
the supply of materials, (sleepers and other track fittings required 
for renewal of tracks, components for wagons and coaches, signalling 
equirment etc.) to the Railways necessitating in turn further slow-
ing down ·)f the renewal programmes. This position continued for 
some time even during the earlier part of the Fourth Plan period, 
but the sit uation has improved somewhat since 1971-72, The appro-
priations to the Depreciation Res('\'\'p Fund are being regulated 
according to the Plan provisions and the withdrawals have sizeably 
increased. 

2,24, During evidence, the Committee enquired how the actual 
accretions to the Depreciation Reserve Fund compared with the 
position in this regard in some of the foreign railways sueh as U.K, 
and Japan, The Financial Commissioner has furnished the follow-
ing information in this regard: 

UK. JAPAN 

Year Fixed Depreeia- I ~  age Capital Deprecla- U{, age 

leno 

Assets tion-milJion liabilities tion (1000 
million (1000 million million yen) 

I. , yen) 

1934'2 63'3 3'3 268S'S 157'7 5'8 
1945' 6 64'7 3'3 ~ J53'O 5,0 

1940 '7 68'9 3'6 3376'5 16" 2 4. 8 

R~  43'8 S'2 3740 '3 170'2 4'6 

R7R'6 45'2 5' I 4131'5 175'3 4'2 -_ .. ---- . _ .. -'._--. .-.----- .. _--_._--
~ ---

(Note:. A ~  reltltC'! .to aetua} value of asests in U,K. and 
capital I ~ In Japan. Figures in U.K. are not very relevant 
~~ there was a large writt"-off of capital in 1968-69. Capital liabili-
ties of £ ~  million., as on Deremher 31, 1968, were brought down 
to .. £ 839 m.ll\lOn on Januarv I, 1969, This is in addition to £500-
mullon wntten off in 1963l. 
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2.26."rhe COl1l11Uttee pointed out that the closing balance to the 
eredit of Depreciatfon Reserve P'und . had shown a progressive increase 
from Rs. ~  crores in 1961-62 (i.e. first year of the Third Five Year 
Pran) to Rs. 126.38 crores in 1969-70 (i.e. first year of the Fourth 
Plan) and Rs. 144.47 crores in 1970-71. They enquired for what 
reasons th e level of expenditure had been kept down despite the fact 
that there were heavy arrears of replacement both at the commence-
ment of tlle Third Plan and the Fourth Plan. The Financial Com-
missioner stated that since 1961-62 to end of 1971-72 accruals to De-
preciation Reserve Fund have exceeded the withdrawals by Rs. 155.13 
crores. This was however. not due to avoidance or deferment of any 
expenditure. Any asset which was lost or destroyed was straightway 
replaced in the interest of safety. However, overage assets which 
had still life left in them continued to be utilised by the Railways 
on condition basis so as to make best use of them. The actuals of 
expenditure were checked with reference to the budget provision 
each year and any element of over lunder estimation was automati-
cally adju3ted in the next year. In actual practice it had been seen 
that the provision. slightly exceeded withdtawals. The balance to 
the credit of Depreciation Reserve Fund 'was at present Rs. 164 crores 
v,rhich waH only 5 per cent of the total capital at charge of over 
Rs. 3500 c,."ores. This was in accordance wtih the prudent policy of 
building up reserves to ~ tor anY' ~  in future .. 

2.26. Asked to .what extent the shortfalls in expenditurt' were due 
to over-es'timation of the cOst of replacement'· of variOUs types'· 'of 
assets. ,shcortage, of ~  excl)ange, delays in supplieS by foreign 
suppliers nnd/Ol' ~  in supplie$ ,fT9Pl ~~ ~S  the 
Financial Commissioner stated that it was very difficult tofumish 
arlY data'shoting1Jle,etfeet'of the vMiOtis factors sepArately. It was, 
however. a. fact' thit :therle were $Mrtages and delays in supplies 
both from foreign and indigenous ~  In particular, ~  Rail-
ways. were facing difficulties in getting components for diesel loco-
~ ~ SA  dter aid from that eountTyhad been QUt Qtf, 
~ ~ ~  ~ ~ ~ ::: i '. , 

, ' 2.27i The C9matittee note UJ,at asa re,sult of ~ ~  ~  .. l$al 
of the Fourth Plan"thePlannint <;Ommisaion, AAye :appr{)ved e,n-
hancement in the contribution to Depreciation ReSt-rve Fund froin 
Rs.: 525"to RII. ,:$50 ·C!Xn'es. ,: In' this ,connectiOll< thew would like to 
refer-' to the' folJowing Observations made by the {P,ublic Accouo. .. 
Committee in para 1:95 of the Eleventh Report (Fifth·Lok SabhA):,.,... 

- , ~ ..... 
"Para 1.95.-The Committee note. that the Railway C ~ 

tion Committee. 1965. after having considered the require-
~ ~  ~ ~  >petiod ~  frlr:t})p·pbrp<jlP of re-

: " y., -,. ~  of ,WoinlJtives/1l'Ow.g·st6c:k-aitd wack· Nnew_ 
27t9:"(i:)" LS::t ',.:,,'. " I'e" ~  .• ,\",.; ., ., .... , - .,' ~  
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etc. whlc:h were e!itimuted by the Railway Board at 
Hs. 650 crores, recommended that "the apPt"Ppriation to 
Depreciation Reserve Fund from Railway revenues may 
be 1l1creased to an average of Rs. 130 crores per year for 
the quinquennium 1966--71 or as close thereto as possible, 
taking accuunt of the financial position." The Committee, 
therefore, feel that the yearly appropriations to the De-
preciation Reserve Fund should have been regulated ac-
cording to the actual requirements during each year. 
However, during the four years from 1966-67 to 1969-70, 
the total appropriations to the Fund amounted to Rs. 408.37 
crores while the withdrawals for meeting t:le expenditure 
on replacements from the Fund were of the order of 
Rs. 327.68 crores only. There was a net accretion of 
Rs. 80.69 crores to the Fund during these four years even 
when the Railways suffered a deficit of Rs. 67.49 crores 
over these ),"ears. The Committee consider that in years 
when the Railways run at a loss, the contribution to ibe 
Fund should be related as far as ~ to the actual 
requirements. " 

2.28. In a note ~  ~  taken on the above recommenda-
tion "Of the Public AcCounts Committee, the Ministry ot R~  
~  stated ~ appropriations to the ~  Reserve Fund 
require 110 be regulated on three conslderationa N.: 

(i) -kitlidrawals to meet the eXj;eDdlture on reneWals and l'e-
~  i. jaiiined iri it JIlin ~ of lYe ,. 

(U) need to mamtain ijle F.und ~~ ~~  a ~  
commensurate with the capiW-at-cha9; and 

(Hi) fth8nda1 position of the ttiiUwiyt. 

2:29. The Mthtotr, of RaUways bve added that deapitt the. in-
crease in outla,Y: of ~  order Of. Rs. 25. crores ~  by· the Plan-
Jiliig COihrrds8ldh: ~ to the f\!na Iii IKtn Propoled·tO be 
l&pt ~ ita. 825' crorea'diirlrli Hie 1I'OuHhPlah p.,riQij. 

2.sli ~ Comrhittee alto note that while asreema with tilt ~ tna policy Of ftilanmnl ~ Deprecliltion Reserve ~ '\be. W1¢1d 
Balik t"eiin hive i'iCommertW • bdltd, Up of tile :rqnct wIW:b ~ 
only ta,ke place if the annual contribution to Depreciation Reaerve 
Jl\uid is niem, thiln ~ WiihMwal. 

.. . - .. 
2.31. fte C~  ........... ~  bet ... t 

....... wtttWn ............ .1' II ......... , ........ die 
~  pnmsloaa over • aam_ ., ,....., tile c ...... ........ t. 
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the ,t'fcdit of J)cprl'cialioll He!'.crn' Fund IUI\'in;.: ~I ~  ;';0111' 
up I,rom th. ~  1"1'01'(", :J( !''Il' (,lIl1lIllCnl"t'ml'nt \If ~ Third Plan In 
R~  1( .. 1 T ~ at prl"ellt, tIl(' ('ollll'ihul iOll to t hl' D('l'rel'ia.ion 
It,'ser\'e Fund during 1!17a-7 -1 ilia:", as IlI'olJosed by th" "'in:lIldal 
C ~~  ht, of Ihl' onk;- of Rs. 115 ,'rores, or ;\s ~  tht"'('lo 
os pos"ihk', taking' into account lhl' financial I ~  of Ih,' Hail-

~  

C, R ~ I  Programllle During till' Fourth I'lall 

(i) 1iepia(,(,II/cll! oJ HoI/in!} Srock, 

~  Till' CommJttce enqull'l'd \Vh.1! enol'ts had been made sinn' 
the advent of planning (1950-51) to overtake the heavy arrears of 
replacement which had aecumulatcd o\'el' about two earlier ~  
the extent. to which these arrears had sinc£' been over-taken and 
whether planning in this regard was made on the basis of dctai\ed 
assessment of aSliets of each category that were required to be retired 
at the beginning of each Plall period. The Railway Board have 
informed the Committee the detailed assessment of the rolling stock 
of each category that were required to be replaced had been madt, 
at the b('g;inning of each plan period, Tht' figures regarding first 
three plan periods are at present not readily available, Dt-tails 
regarding Fourth Plan period are, however, given below: 

Replacem.ent of Rolling Stock in FOItI.rth ~ 

LOOCs (in steam 
~  

Electric C~ 

Stock (incluliiD .au 
tI!orial!d rcplal;cd,) 
requiring ~
ment duriq IVth 

PlMn 

(1) 

z6S4 

~  

C~C ~ i vehi- 5835 
clc U liLli 

EMU C ~ 318 

~
wbcelen) 

sIo'n-
- .-- ------

(·On the basis oJ: 40, 45 and 
wagons respectively), 

50 

Cost of 
Replaac.ent 
(In CI'OTe8 

R ~  

(z) 

UO'19 

10'79 

107'30 

12·7' 

-4'.53 

Rep\acement 
pianaedin 

IVth Plan 

() 

Cost of 
RepiID-

I CII ~ 
in rVth Pllin 

(In crtn!I 
of IU.) 

C .. ) 

--.--.--- -_.-lin h7'J2 

53 10' (73 

3lOO 6/'1" 

300 Il,B 

27628-. ~ 

~ age ~ fOT BG, MG and NG 

( .. Excludes 8000 wagons provided for at the time ot.Kid !.erm Appraisal. 
due to enhancement of the outlay to Rs, 550 crores from \ls .. 525 crt/res oft 
Depreciation Rescue Fund approved by Government in consW1ation with the 
PJannilli Commission which may be thrown forward to the Fifth Plan.) 
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, , 2.33. The steck. actually-placed on line on replacement account 
,¥ine the Firat three years of the Fourth Plan i.e. 1969-;70, 19'10.:71 
&nd 1971-72 the number programmed to be replaced during 1972-73 
and 1973-74 and the likely shortage in .each ~  is stated to be 
~  . 

Stock placed online r,eplac:emc:nt Stock pro- Replacements Llltely 
account durillf 1969-70 to gfam.l;llC lo planned in' ibort-
1971-71 be replaced IVth Plan ran 

durina 197:Z-
73 1973-74 

1969-70 1970-7' 1971-7:Z Total 
LocOli (in 

slIc:am units) 192 234 278 704 484 u88 Nil 

Electric locos :z 3 36 53 14 

Coaches 488 523 4°2· 1818 1352 3:Z00 30 

EMU Coaches 43 48 48 129 171 300 Nil 

Wllgons 8391 5709'5 3759 1759'5 9768, S n6:z8·· Nil 
~ --_ .. --"--- -----.--- .----- ----- ~ .. ------ ---._-_ .... 

2.34. The Railway Board have explained in this connection 
tha,t while the provisioning of stock is done on a five year pia'll basiS, 
the provision for production in the Production Units, Railway Work-
shops!Privat.e Builders is done through Rolling Stock Programmes 
every year. The actual planndng of production is, however, done 
clubbing together orders for similar types of stock both on additional 
and replacement accounts so that it contributes to economy in bulk 
procurement of materials and speed in outturn. It will not, there-
fore, be correct to check up the progress and, achievement on replace-
ment accowlt only .on a year to year basis. ' It is expected that the 
or:l,ginal plan targets for procurement of locos, coaChes and wagon!': 
on :replacement account will be achieved at the end of the plan 
period. 

2.35. The Committee enquired about the criteria followed while 
making the annual allocations under the replacement programme 
and the steps taken to ensure that the prescribed targets are fully 
achieved. The Ministry of Railways have stated that the criterion 
or making the allocation has been mainly on the basis of indigenous 
manufacturing capacity and also on the basis of providing an even 
load on the prodUction units on replacement account so that the 
manufacture of rolling stock is not unduly upset by the fluctuations 
in the arising of overage rolling stock. There 'is an adequate org.mi-
sation for follow up of production targets in the Railway Board and 

" 

(. All ocntio'n of 402 MG Coaeheo.; revised in January, 1972 from additional 
aCI.'ount to Replacement account as a result of mid-term appraisal 
of th(> Fourth Plan,) 

."EKdu.f:s ROOO wag"ll' proviJed for at the time ofm:d-term appra:asal. 
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the progre18 is reviewed frequently to ..... that tbere II DO ahelt-
laB. Shortfalls, however, occur at tilDeadue to eaUlea not o. 
within the control of the Railways. 

2.38. The Committee enquired about the arrears in the repl....."..t 
()f rolling stock at the beginning of the Fifth Five Year PlaD aad 
the amount that would be required for tbeJr repJMement. In reply. 
tile Ministry have furnished the following iDformaUea:-

Steam Locomome. 
B.G. s .... 
M.G. 473 
N.G. :&27 

IS .... 

Electric Locomotives-II 
Coaches pcv, OCV. " ... 

B.G. s6a '" ..US 
M.G. 946 "I r.eos 
N.G. 343 <HI 

18" II33 3974 
--- ~

EMU Coaches 
B. G. 18 

'Wagons 
Cn tenns of .• -wh'ckrs) 
B. G. 16996 (on Ih'; basis of cnlk l;re Ilf 4D )'cars). 
M. G, . 49.l8 (on Ih' ',a,is or c'ojc ~ of 4D yearN· f· ~ ),('Irs). 
N. G. 1525 (nn th': hasis of codc' life of 40 years": 10 yran). 

Total , . . 23469 

2.:n The estimated amount required tor replacement of the entire 
~  c"ntent of locomotives, carriages and wagons ~ givea 

below:-
Steam Locomotives 

Electric Locos 

-Carriages 

EMU coaches 

Wagons 

Total: 

RI. J'4·,.o crom 

Rs. 3'13 C'0Ift 

RJi. 60' 71 croree 

Rs. o· a8 croree 

RI. 71'67 crores 

RI. Z9O' 19 CI'CIIft 
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2.38. In addition to the above, 186 locos. 713 coaches and 14 .• 
wagons would become due for replacement during the ~~~  Plan, 
~~~ .. :n. ~ A  ~  ,.-pbriaig ~  dUring the ~ ~ 
~  ~~ ~ be as ,lqllQlJva: ,,- ~  .' . . " 
• ~  ... ! ' ~ J.. ......J , , ' ,'. 

Locos 1 :730 

'.¥-. 31'i87 
~  ~~ ,,!.u ~S 

hI.)' R ~  ~ ~ ~ 'fir< .• ,.' r,"rfI, , 
. 2.39. It has ,been ·stite6 'i11 Financial C ~ ~  ~  
(No. Ul) to the Committee that on the basis of the ~  funds, 
it is expected that 4.19 Main Line Diesel Loc6!tiotives, 23 Diesel 
Shunters, 53 Eleetric Locomotives and 124 steam lOComotives will be 
placed in service on replacement Jc:count, leaving 'jJ.M locomoth"es on 
Broad Gauge, 473 on the Metre GAUge and 227 on the Narrow Gauge 
(all steam loco equivalents) to t;;e' continued in service overage at 
the end of the Fourth Plan period. 

2.40. R ~  to the ~ ~  in the Firiancial Commissioner's 
memo. (No. tfr). thMt ~ replacements have been and will con-
tinue to be, ~  aceording to the availabillty of internal and 
external I ~  indlP:nbUS capacity to manufacture rolling stock 
with the minimum ~~~ ~~ Il1ld other relevant factors", the 
Committee ~ what the constraints in this regard were and' 
what steps were being' Ukeh toineet the anticipated replacement 
requ1renleiltll. 

2.41. In a note on the subject, the Ministry of Railways have 
stated that 80 far as locomotives are concerned, the details of replace-, 
ment targets and the steps taken to meet the same are as under: 

Steam I 

Dienl main Hne Locos 

Die,el Shuntcl'I I-

Electric Locos (in 

TABLE-t 

BG 

37 

279 

23 

53 

MG NG T<>ral 

1I0 

_______________ • , ____ •• w ___ •• ____ • _______ ' ___ ~~ 

2.42. The above representIB only the planne,d replacement targets 
of locomotives which will still leave unreplaced 844 BG, 473 MG and 
227 NG overaged steam locomotives as a throw forward into the 
Fifth Plan. 

-I For replacement of steam locomotives. 
@For replacement at DC Eleetric locomotives. 
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~  ~ ~  for the manufacture of locomotiv" 

In 'the' ~~ ~ ~ ~ ~  .. ~~ ~ ~  ~  
l.JJeomotive Works and ~ ~ I  
,PfD4, ~ .Ute ~ ~ ?f ~ ~~~ ~ ~  
~ ~~ .. ~  .',. , 

. . .- .' . 
... ~ .... TABLs,....;.';U .. 

,',.,., • .,' ;., J . . ---_._-_._-- ~
" . 

$ttU( Bfee-' '. I~ , :6"-.. 
Year [ric: (M,il'l ~  ~ ~  

BG MG --------
BG DO GM NG BG 

3. j . i j. 

""1969-70 32' , I] 'J! :s8' M . : 31 ~ 
, 

"'970;7. S 28' ~ $7 II S !S 191' 
"\. ~I ~ , 

~ ~ 1,9 46 ?O ~ S ~S 2lti 
\ 

~  ,I po ., ~  ~ 
1:973-74 14 IQO 60 - " .. 
---- . -.--------- ._--_._--

•• p IUrel for 1969-10. 1970-71 end 1971-72 are IICtUaII 

U4. 'Ple ~ ~  hence a,vajlable ~  the 
Fourth Plan is of the order of : . 

Steam 
Dueai main line 
DiIeIl SInimen 
Plec:tric Locoa 

TABU! III 

D.G. M.G. N.G. TObll 

37 60 
37S' '75 
213 
252 

P7 
10 S60 

aI3·· 
252 

---•... -- ---.--..... - ... ,--. ' .. " 
c·· Inclusive of 80 being manufactured. for public lector undertaking •. ) 

2.46. While, therefore, against the planned replacement target of 
locomotives indicated in Table I, production capacity is adequate. 
the total replacement figure is correctly reflected only by including 
the throw-forwards of overaged stock from the Fourth Plan to the 
Fifth Plan as given in para above, 

2.46. The replacement during the Fourth Plan has been restricted 
to the Planned target indicated in Table I, as the balance of the pro-
ductton capacity lura to beutiu.ed ,for the production of locomotives 
on additional account to meet the requirements of additional traftic. 
It W8II .. conaidered neither feasibll" nor necessary to meet in full 
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the, requiNmeDU of steam loco replacements in the" Fourth ,'Plan 
period itteif, due to reuoDI enumerated below.: ~ " 

'.. ,. 
(1) The production of electric and diesel, locos in tI:le PrGduetion 

UJilita is restricted by the availability ~ indigeDoua bouIJ,lt-out, as 
well • imported components, .. ~ capacity for maDJlfacturtng 
theIe h .. yet to be developed fully .iD our country. AlIo, too heavy 
am·outlay· would bave been necessary for a ~  of 
all averaged locomotive stock. , ' ... 

," (U) A too rapid aJid a speedier expansion, and developmeit of 
Production shops to meet in full the entire needs of replacements 
within the Fourth Plan period would have ultimately resulted in 
over-provision of production capacity in the Chittaranjan LocOmo-
tive Works and Diesel Locomotive Works which may not be reqUired 
boyond the Fifth and Sixth Plan periods. Hence, the replacements 
of steam locomotives were planned to be spread over the Fourth 
and Fifth Plaps, so as t() avoid over-capltalisation and over develop-
ment of facilities in the Production Units which later on may be 
rendered surplus. 

. (iii) 'The quantum of import of hardcore items and Specialised 
components for the manufacture of electric .and diesel locO'S has to 
be regulated by the availability of foreign exchange and loans from 
the foreign credit agencies. 

(iv) It was necessary to convert and modify available steam loco 
manufacturing facUities in the Production Units and to retain the 
artisans and supervisors to increase the tempo of manufacture of 
diesel and electric locos. This change-over had to be planned in a 
systematic manner whereby, as the steam loco manufacture Waf; 

~  down and ultimately closed, man-power could be re-trained 
in stages, and increasingly drafted to the line of production of diesel 
and electric locomotives. Simultaneously, equipment and specialis-
ed machinery and plant had to be obtained for augmenting to the 
required extent, the dip-sel and electric locomotive manufacturing 
~  

(v) A certain time-period was required for steadily indigenising 
the imported components and hard-core materials of the diesel and 
electric locos. Some gestation period wa5 necessary for placement 
1)1 developmental orders and for the indigenous manufacturers to 
measure up to the rigid !:tandards of specification, accuracy and quali-
ty and ,also to enable ~  to build up their capacity to meet the in-
..-easing load. 
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(vI) These sophisticated modem locomotives (diesel and electric) 
:also need trained running staff and maintenance mechanics in the 
<open line loco sheds on the Railways where they operate. A mini-
.mwn tin\e-periodl is required for the running staft and the mailste-
nance 'staff 1h the Divisions to be 'given conversion training so that 
with the gradual increaM1n the modem diesel and electric locomo-
tives fleet, the steam locomotives could be set aside. Any undue 
hastening of this process could have resulted in a break--down of the 
,diesel and electric locos in service due to lack of trained ·staff. 

·2.47. By judicious planning of replacement of steam locos not 
merely on age basis. but on age..cum-condition basis, this gradual 
change-over to modem modes of ~  was planned to be effected 
at the minimum cost. Such a process is expected to be continued 
in the ensuing plan period. 

2.48. Dur.ing the Fifth Plan the outturn is expected to be of the 
'Orderef some 400 BG electric locos, 800 BG and MG main line diesel 
locos and ~ BG dit>.sel shunters and NG main line locos etc. in the 
production units of Diesel Locomotive Works and Chittaranjan Loco-
motive Works. The e.quivalents of these electric and Diesel locos 
in terms of steam locos being 2.5 steam locos per main line diesel and 
-electric loco, lind 1.25 steam loco for every diesel shunting loco, the' 
production capacity of these units will not only meet in full the total 
requirements of replacement including the overage steam loco stock 
thrown forward from the Fourth into the Fifth Plan, hut al!\o 
simultaneously meet in full the arising of replacement locomotives of 
the Fifth Plan period itself which totals only to 54 BG. 123 MC; nnd 
9 NG locos. Besides this, there will be adequutc capacity u\'ailuble 
for p1ltting on line a substantial number of diesel and cJl'etric loros 
on <ldditional account. 

2.49. In reply to a further question. the Ministry IWVt' ~  

the following information regarding the age groups of ()\'I'l·;'.l!l·d 
steam locomotives which will be ('on tin u',·:l in sPl'\'i('1' :11 the (·nd of 
the Fourth Plan:-

" .. _- -_. -- _ .. 

11.1 .. M.(;. N.(j. '''u1al 

2hl ~ C  41 /'-·1 

J5(, :'J f<': ~  I 

2.;; :'1 2" ~ 'J 

~ (! -

~  '!'7.' ;1"7 I ~  

. ----------_._-------------
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.2.50. During evidt'ncc, the Committee drew the attentIon of the 
rCfresent9tives of the. Ministr)· to ~  Iactthat ~ ~  as 1544 
.5te3111 locomotives and 18 electric ~ be awaiting 
replacf'ment at the ~ of the Fourth Plan arid enquii-ed 'to what 
extent use of the 9verage locos ~  affected the ~~ carrying 
capacity and ~  effiCiency ~ ~ tpe' R.ailw,a?,s. T,h'e representa-
tive of the Ministry stated that the overage' focoiI)oti\re' wete being 
downbrraded for utilisation on inferior services such ~ for ,shunting, 
mill pilots and departmental ~  The total ~  hf shunt-
ing pngines for such services was about 3,000 for both E.G. ~  M.G. 
Thet.otal stock of steam engines with the Railways was 9500 of 
which 1544, that is to say, roughly half the number required for 
shimting purposes, were overage. The use of such locos in shunting 
did not affect the traffic carrying capacity of the Railways. Overage 
l'1£'etric locos were used for pushing trains up the Ghats. 

2.51. The Committee enquired if the Railways had made any 
'efforts to see that the useful life of locomotives cou1d be extended 
from 10 to 45 years so that some saving in capital investment could 
be affected. The witness stated that the Railways had. at present 
as many as 272 steam locomotives which were between 51 to 55 
years old which indicated that the locomotives which could be used 
for longer periods, were in fact being used. The code life of the 
rolling stock was only a guide and an indication for thorough 
examination of the locomotive to see whether it could be further 
used ~  or not. The locomotives were programmed for 
replacement on condition basis. 

2.52. In reply to a further question as to the broad line of 
approach of the Railway Board to the question of phasing out 
average locomotives, the Railway Board explained that while the 
Railwa:/s were anxious to switch over t.o modern modes of traction 
on grounds of economy and efficiency, they had also to keep in 
mind tll<' fact that being a poor country, they could not scrap old 
locos which had still some lift' in them and replace them by newer 
~  for which some foreign exchange also might be required. 

Mort.'()\·er, l'('placement of steam locos by diesel or electric locos 
abn implied reduction in th£' number of running and maintenanc(' 
staff ~  as m:my as 30 persons per enginE'. The staff werE:' being 
trained on a phased basis for manning the diesel and electric locos. 
It W;lS, however. difficult to provide alternative jobs to the 
large number of unskilled staff employed for loading and unload-
ing the coal as the operation of diesel and electric locos require-d 
more skilled staff. The Railways had, therefore, perforce to proc('ed 
slowly in this matter. 
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~  To a question by \\1J:lt time it woulJ ~  to replace 
all the o\"crage loco:;. ,i:'-! r'l'p'-l'';entati\"e oi the 'innish'Y ~ thal 
it would Of' pnssil"Jlf' tfl ~  out all the overage steam locomotives 
~  tilt' c;,cI ~ t '.i ~~  I~ Phil ~  upon th(; availability of 

dies(>l oil. 

2.54. III reply to a further question, the Financial Commissioner 
stated that in view of the fact that two thirds of the country's re-
quirenwnt::; of crude oil were being met through imports, the R ~ 
ways hile! been 8cl\'isl'd to go slow with their programme of dies£'-
lisation. Moreover, the price of crud£' oil imported from Middle 
Ea.,,! countries had gone up by 20 per cent during the last three 
yl'ars. I t had, therefore. been suggested at an inter-ministerial 
meeting that the Indian R ~  should not go in for any further 
(iJeseJisation. A pappI" prepared by the Railways about the econo-
lllll'S of lIsing diesel oil had shown that the Railways had still an 
l'dg'(' onl" other users of diesel oil and that the Railways will havf' 
to spend a lot more both on Capital and Revenue Accounts if they 
stuppf'ci further dieselisation. The fact however remained that sup-
plies of di('sel oil could be cut off during national emergency as 
happt'lwd during the course of recent hostilities with Pakistan. It 
was, Uwrefore. necessary for th(' Railways to continue to use steam 
lnCOJ11ntin's. 

2.55. The Committee enquired if it was not a fact that the over-
~  locos consumed much more coal and whether it would not be 
desirable to accelerate the process of phasing them out. The 
witness stated that although it was true that fuel consumption on 
stich locos was high, it had to be borne in mind that they were 
purchased 40 years back at a very low price i.e., between Rs. 75,0001-
:1I1d Rs 90.000!- whereas a diesel loco now cost as much as Rs. 15 
to ) 6 lakhs. That was why the Railways had adopted the policy of 
dO\\"1lgrncting them for shunting services. In order to economise on 
ful'!, Hl(' size of the grate of the bigger engines was cut down when 

~  \\"(']"(' required for light shunting work. 

2.56. Asked if the R ~ .. s Board had worked out th(' economics 
(Jf using overage locos. the repr('sentativ(' of the Rnilway Board 
·t:ltf'd ··I'\o. Sir. we do not have exact cost figurcs but for some 
years now we have followed this policy of downgrading the' old 
li,ght engines for shunting purposes becaus<, it was found to he 
clwa pf'r to do th is." 

2.57 To a question if the Railways had developed a light diesel 
pngine' for shunting purposes. th(' witness replied that diesel 
l'ydrCtul ic locos mantlfacillr('d in Chittaranjan were meant to be 



uMd fot u,ht shunting work. On the other hand, ~ diesel\e1ectrlc 
loeomoUves manufactured in Varanaai were being utilised for heavy 
~ hump shunting in clUlification yards. ' 

2.M. In this connection, the Committee would like to draw the 
.attention of the MJnistry of Railways to the following observations 
made by the Indian Railways Electrical Engineers' Association, 
Calcutta in their memorandum submitted to the Committee: 

Period .... -

"The effect of the poor performance of the steam locomotl.es 
on the coal consumption will be revealed from the fol-
loWing facts: 

Coal consumptioll on BG by classes of service lStatement 
No. 27(b)]. 

(In tonnes) 
,-----

Pllltl\F1' Mixed Good, Shunting 
& Siding 

Deptt. Misc. Total 

~ 30348As 13372'1 5488819 1572882 422031 306187 10958582 

1965-66 3795536 • Il3878 4644096 2052351 562763 333345 11511969 
1969-70 35878H7 204309 3967455 2252782 506413 247887 1075673, 

1970-71 ~  208266 3472506 2247104 4S0238 1026S8 I ~ 

._- -- -- .. ~ .•.. -. -- .-------_._. ~ ~ --_ .. -'---"-'"'-

(i) Though the passenger tonne kilometres rose from 44,988 
million to only 46,507 million i.e. by about 3 per cent, the 
total consumption for these services increased from 
3,034,865 tonnes to 3,420,651 i.e. more than 11 per cent 
increase. 

(ii) The consumption for goods services dropped from 5,488,809 
tonnes to 3,472,506 tonnes i.f'. by 37 per cent, even though 
the gross tonne kilometres carried on steam goods service 
dropped from 118,182 million tonnes kilometres to 49,940 
tonne kilometres i.e. by 58 per cent. 

(iii) Similarly, for shunting and siding services, the coal con-
sumption has also shown a steep rise from 1,572,882 
tonnes to 2,247,104 tonnes. This increase is not accounted 
for either by increase in the locomotives allotted for this 
purpose and in used (from 1425 Nos. in 1960-61 to 1566 
Nos. in 1970-71) nor in thE' engine kilometres per loco-
motive in use, which remained almost at the same level. 
This shows that compared to the performance of 1960-61 
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on fuel account alone, in 1970-'71 on '.pro'rata,basis, ad-
ditional 2.1 million tonnes of coal has been conSumed. 

During the year 1971-72, the ooal consumption has been 
higher by about' 16.01 million tonnes. It is seen that 

,: while the' volume of traffic handled by steam has consi-
derably -come down, the consumption of coal continues to 
remain ahnost 'at the· same level. It would be necessary 
to reduce coal consumption by Railways by accelerated 
condemnation of surplus steam locos and replacement of 
steam operated services by electric/dieseI traction." 

2.59. The Committee note that out of 28M locos (in steam units) 
requiring replacement durinlr the Fourth Pl .. , as many as 1544 
locos will have to be continued in service at tbe end of the Pi ..... 
Of these, 88 many as 870 locos will be over 46 Ye8I'!l old. The main 
reasons for keeping the over-aired locom'otives in service iI statedto, 
be paucity of foreign excball&e required for replaeintr them by .4ie-. 
sel and electric locos. Their replacemellt will aiSf) result ia reduc-
tion in the number of runninjt and maiDtenance staft by 30 penon. 
per engine for whom it is dilllcult to provide alternative jok The 
Committee regret. to note that the ecoaomics ~ the' 
over-aged steam locos has not been worked. out by the. Railways 
Beard so far. They feel that the continuance of over-qed steam 
locos results in: 

(i) Excessive expenditure on their anlUUll maiateDanee; 

(ii) Continued dispersal of maintenance facilities for' thete 
locos over the entire Railway net",work; 

(iii) Continuance of antequated skill in labour force: 

(iv) Lower output potential of steam locos comparetl to diesel 
and electric locos; and 

(v) Coatinaed blodUq up and ullder-utilisation III much 
~  w.e ~  

2.10. T1ie Committee would Hke the Miaistry 'of ""_15 to 
examine tbe matter in depth with a view to· 'aseel'ttlib 'the p...tt. 
elled of using over-aged steam locomotives on the various iJ'pes 
of services and the economics thereof. They would also like the 
Railwav Board to work out whether the use of diesel 'shunters is 
more ~  than steam locos for such work. The CoDamittee 
urge that this matter may be ~  by th,e ~ . ~ ~  
Bureatl of the Raiiway Board urgently. Based onluch a 
study. the Railway Board may examine if the' policy of 11111ft1' ~  
IOCM rather than die!Oel shunters for shunting work and contmulUI' 
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the I~  rtf I ~  ~  locos l'alls fOI" a ~  and ~  

the I ~ ~ I  of n'p\arL'Illl'ut of "lI(·h ~ nel'lIs 10 be a('u·\t-rated. 
','1" ('il lui(,t,(, ~  !lard!,' ~~ that a t;nu' j,l)und prugralllillc 
lor (lie r"phl\'I'IlII'Il! of ~  l(lt'll" ~  hI' dra\\Jl up ~ the Hnil-
\\ ~I  Bolt:'d. 

~  'j ill.' ('Oll1lllittel' \\tlltld like tn ~ ~  that Ill:1Il'IH)\\t'r 

J't'lIdt'rt'(1 I~  as a n'su\( of the ~  of st('am lo('omo-
~  ..,Iwulll nol he rl'tn'm'hl'd hut may Ill' g'lIinfnll.\ I ~  Ior 

uU\cr ~ of opl'rlltitlnal and ~ work till thl' I:ailw:l,\',' 
I'uhlit' l1 J1 dl·rtakings. 

1<.('1>/([1'('1111'111 Dt (J/'n-Ilye ,Electric Locus 

:2.ti2 The Committel' pointed O\lt dllI'ing the l'vidl'Tll·,· that tllt' 
programme of fC'placement of electric locomotives during the !<'ourth 
Plan had been lagging behind in su far as only 3 (Jut of 53 locomo-
tives prtlgnlmmcd to be replaced during the Plan, had been al'lualiy 
replaced during the first three years of the Plan and t'nquin,(1 
about thc reasons for shortfall in this respect. The Financial COJll-
missioner stated that the HElL, Bhopal had been able to deliver 
only 7 sets of electrical equipment upto 1970-71 and 16 incomplete 
sets during 1971-72 as against the railways' requirements .,1' '17 ~ 
for which orders Wl're placed in June 1967 and :iO additional sets 
ordered in July 1969. The shortfall was due to certain difficulties 
faced by HElL, Bhopal in obt.aining the imported equipment from 
U,K. The Railway Board were in touch with the Ministry of Incil.l;--
trial Development in this matter. 

2.63. Tht' up-to-date position of delivery of electric locos wa" 
stated to be as under: 

1970-71 
1971-72 

19'12-73 

3 Nos, 
6 Nos. 
-4 Nos. (against 14 programmed) 

2.64. In a further note on the subject, the Ministry of Railways 
bBve stated that replacement of over-aged. DC locos (57 Nos.) WUI' 

induded in the Rolling Stock Programme of the lWilv.-ays as 
under:-

Yurs 
~ 

1966-67 
1968-69 

Nos. 
10 
17 

30 



25 

OJ'(krs welC placed (In Chitt;)r.:::.;;". Locomotive v..'orks hI :UIiB. 
Orders fur the manufacture <If Eiecl rical equipments for lhl'"'' ;"('\''; 
wen' pbepd h\' ChJt'iH,,!,.i: l :1 L"C0I1H.)11\'t' \\-,,,rk:, (011 HEll. lIi :'le 

year WtiH flH, 

~  ~ II  LOC(IIll<IIlI't.' \Vul'ks k.lJ illitiall." ld' ;.;1."""",\ 
to ~  iwd ;'lIprol,1 '·'.il th' ,il l(lcOS during li:,' h,,,!: , 1": .. !1 

but the pr\)gnlil1nw had to be l'L,\·jsed to 4:1 twos suIJ!'>l".;::,,·tl:; 
mainly elli(' In ~ I~  ill ~  of equipmt!nt I):: lIEIL, 

~  The ~  l.!' ~  from IIEII. ~ the F, "I, tl! 
Plan period has been as tmder: 

1970-71 7 sets 
1971-72 9 sets 

transductor) , 
1972-7a 8 sets 

transductor),* 

·upto :l1-lO-11l72 

(excluding 
(includes 

(includes 

transformer tnmsductor I. 

oni" Sf'! of transformer 

only set of transfonlll'l' I 

2.67. To a question when and at what level the question of !thort-
fall in supplies of Electric components was last taken up with the 
Ministry of Industrial Development/Heavy Elt.'ctricals and with 
what results, the Ministry of Railways have replied that sup illy of 
traction equipments from HElL is being continuously watched a,r;td 
frequent meetings are being held at all levels with the HElL 
to discuss shortfall in supply, future programm(' and other allit'<f 
problem! in the supply of equipment. 

168. ~ ~  of Ftailway Board, HElL and CLW had discussions 
~ ~  omce in ~ regard in June, 1989, February, 197b, Aptfl, 
~  April. 19'11, November, 1971 and August, 1972. In additiOn to 
~C III  ~  ~  level, General Manager, C ~ 

l.ocomotiye \\TorkS has ~  regularly holding discussions with 
'General Manager HElL, Bhopal. 

2..89. t)ijflculties due to shortage in supply of ~  wer'e 
atso brought to the notice of the Ministry of Industrilll Development 
and the Cabinet in the early part of this year. 

2.70. In S}jite of all these efforts and constant follow up made by 
the Railways at all levels, HElL have not been able to honour their 
f)roiniaes about the rate of supply of traction equlpment&; HElL made 
(lbwnWard revision of the promised supplies at least 3 times during' 
the period June 1969 to November, 1971. 
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2.71. The Committee arc concerned to note that the pro&ramme of 
replacement of overaged electric Jocos has been lagging very much 
h('hind the targets in so far illS out of 5.3 locos to be replaced during 
the Fourth Plan, only 13 have heen so far delivered to the Zonal. 
Railways. This is stated to be due to the inability of HElL, Bhopal 
I" supply the requisite sets of components according to schedule. At 

~ present pa('e of ~  it is hardly likely that the planned 
IJrogramm(' of ~ I  uf 3fi o\'('rag(' DC locos during 1972-73 and 
l!in-74 will h(' full;\ 8('hi(,\'('d 

2.72, TIlt' ('ull1mitt(,(, T('(!rI't to note that although replacement of 
O\('rage D,C. ('Ied/'ic locos was introduced in th(' Rolling Stock Pro-
::rnmnw f()r thr y('ars 1!}fi5-fifi. W6G-67 and 1968-69 orders were plal'-
l'cI by th(' Railway Board on ChiUaranjan Locomotivl' "'orks in 196& 

I ~  Thl' (,hiltaranjan Lm'omotive Works pluced orders on HEll. 
fllr manufadure of elt-c,tI'ic ('(Iuipments for thest' locos in I !MiS-fi9, It 
~ thus ('vident that n()t to speak of advanct' adion, ('ven concurrent 

:lctiOI1 for the' llIanufa('tuJ'l' of ~  C(luipm('nt fur tht, locos by 
IIEIL ",hil'h ~ time, was not taken by til!' Railway :Hlthoritil's, 

2,7:J, It is also rrgrcttahlr that ('ven after the placement of ord('rs 
~  Chittaranjnn LO('omotivt' Works in 19C,8-69 for manufacturl' of 

('I('ctri(' (,Iluipnwnt theT(' was not only downward revision of the 
promised ~  four tinlf'S durin/! tht' period June, 19G9 to Nov('lnber, 
1971 hut als() fnilur(· to honour ('\'l'n th(' redlu:ed supplies, 

2,74. TIU' Committee IH'l'c\ hardl;\' l'lllphasisl' that thl' ilJadl'qullcy 
of ('I('ctril' lo('os r('sults in und('r-lltilisation of thl' ('\e('trifi{'d sl'ctions 
of the H,aihl I ~S on \\hi('h I ~  capital expenditure has bl'('11 

ill('urr(·d. In til(' interest of optimum utilisation of the electrifi(·d 
s('dions of thl' Railways' it is \'l'ry JW('{'s:.;ary that th{'rc should 1)(· 
int('gratl'd planning [or the 11 J'Od ud ion of elcdri(' t'lluipm('nt h;\' the' 
HElL and Ih(' l,h'l'Iri(: 10CUlllotiV('S hy thc Chittm-nnjan Loeomoti\'('s 
Wnrk... TIl!' (,(llllmith'(' woulO like thl' Ministry of Railways to takl' 
lip ~I  maHer again with thl' ~  of Indll .. tl'ial f)c'\,clopDlcnt 
at a high It·\, ('I 10 Ilrepure' nn intl'grated pilin [or thl' I~ of 
('l("('1ri(' (''1uipnlt'llt hy the HElL to tIll' Chittaranjan Locomotiv<, 

II ~ ,n III:lf til(' tnrg(·ts of production of (,!(·I"trit' \ocomoti\'('s lIot 
I ~  (111 rl'pbcl'J1l(,llt a('('Olll1t hut 10 n)('1'1 :"lditilllwi n"'luin'l\I('l1ts 

an' fu'ly met. TIlt' Commit/lo (, n('l"'d bartll,' IInint out thaI till' 
~ <'\HI\l111 pl:u:'(' (ltd('I" fnl" nH' mal\\lfncturl' (If l'll'dric 

NIUip/llf'l1h on HElL wl'll il\ :HlvntH'(' to ennh)(· th(,lIl to take 
~  ;'(,Iiull in till' n1attf'r lllHI plan t11(';1' protlllC'tilln 111'o/!,ramm(' 

til;'! tI,! . ,... , .. h,·cllll,· :If·("Il;-!linf.!ly. 



2. 75. It has been stated in Financial C ~  ~
... <Me.1D) as. cIu:rtftg. Potd't!l ~ ~  ~ ~ ~ 
01 fooMharen) wm he replaeed is utide.r: ' . 

Broad G.use 
Me .. a.u,e 
Narrow Gauge 

1'1 •• 
1,'M.' 
2.382. 

8y the end of the new foqrth Five .Ye,r ~  IU1 waaona wbiGh 
have outlived their normal life of 40 ~  ~  GaQ8I,,45 fe,arl 
(I.e. 5 years more than normal Ufe>. on metre gauge and 50 ,..1'8 
(i.e., 10 years more than normal Hfe) on narrow gauge, would be 
replace<!. T ~ WQqld. howevtr, I!Jtill ~  16.9$6 ~ the Broad 
aauge, 4,948 on the Metre ~ ~ ~  on Ute NaffOW <4. 
overaged wagons (aU in terms of ~  at ~  ead of 
:rourth Plan. 

~  The Ministry of Railways have informed the Committee that 
the planned replacement of wagons during the Fourth Plan has been 
re-asseMed approximately at around 9&,000 wagons (including 8000 
wagons provided for as a result of mid term appraisal due to enhance-
ment of the outlay to Rs. 550 crores fr9m Rs. 525 crores on Deprecia-
tion Reserve fund approved by Government in consultation with the 
Planning Commission) of all gauges. There is capacity developed in 
11 private and public sector wagon construction units to the extent 
of 26,000 wagons per year and 2.000 units per year in the three Rail-
way wagon manufacturing workshops (which capacity is proposed 
to be increased to 3,000 immediately and in an,other year's time upto 
4,000 per year). 

2.77. While there is. therefore, ample capacity available for meet-
Ing the entire replacement needs of wagons. there is also steady in-
crease in demands for wagons on additional account for moving addi. 
tional traffic. On a rough assessment, there is need for approxima-
tely 26,006 to 27,000 wagons per year on replacement and additional 
aecount during the Fifth Plan period, excluding the export demand. 

2. 78. Based on the actual performance of the private public aerior 
wagon manufacturing units where it had been noticed in the past 
110 faD short of the targeted production, a propesal to put up a wagon 
~  unit with capacity of approximately 4,000 wagons 
annually to provide a cu.shioD. for meatiag aucA IIIaoFtfaU. tit the 
wagon manufacturing programme by exilting manufacturing units 
2779 LS--4. 
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and simultaneously enabling to,meet the export c:temanda for we .... 
is under consideration. 

2.79. The Conunittee eDquired about the age groupinpof·:t,M 
overage wagon stock. The Ministry of Railways haye 8tf.ted in a 
written re.ply that "it' Is very dlfticult to give with any ~  of 
accuracy their age-wise distribution as the wagons are taken off the 
line by the .Railways not purely on the age basts' but on 'age-cum-
condition basis." 

2.80. It was clarified during evidence that the Railways were 
required not only to replace wagons which were overage ~~ 
of purchase of which were known, they were also required to·tep) .. 
underage wagons which were involved in acciden,ts etc. As surA, 
it was diftlcult to predict with accuracy as to how many wagons the 
Railways would have to replace during a particular plan period. 

2.81. In a further note on the subject. the Ministry of Railways 
have stated that the number of overage wagons (gauge-wise) in 5 
year's age groups as on 1-4-1969 (commencement ()f the Fourth Plan). 
1-4-70, 1-4-71 and 1-4-72 is as below: 
---- ---------------

As on 1-4-69 
BG 

MG 
NG 

AI on 1-4-70 
BG 

MG 
NG 

As on 1-4-71 
BG 

MG 
NG 

A. on ~ 
DG 

MG 
,. MG.·..,,' 

Age groups 

• 
6342 4459 
6618 3386 

683 S6S 

S412 4541 

s406 4332 

816 542 

3947 4822 

5388 3!!42 

843 524 

34SS 4298 

~  4170 

"4 '" 5'70 

2300 

740 

2018 

2S39 

816 

2073 

U07 

. ...,888 

93 1 

549 

573 

1050 

88S 

U7 

SlO 

730 13,055 

9S1 3,}'O2 

IS90 13.427 

S4S 12,512 

1008 3,8u 

ISI4 12,22S 

SIO II.8Q6 

~  !(7JI. 
"'"'-, 
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2.82. The number of new wagons placed IorJl line on "Replace-
ment" account during the years 1969-70, 19'70-71 and 1971-72, year 
.wise and gauge-wise, is as below: 

(in terms of 4-whce:en) 
. __ ._------------------

Dnrinp: tht Year BG MG NG Total 

~

J96Q-70 47J9 ;1672 8391 

1970-71 ~ ~ ~  ~ S 

1971-72 26Q9 1014 46 ~  

Total . 11.671' S 6.142 46 17,l!59' 5 

. _-- ---- -_. --- ------ .. _----_._--

2.63. T ~ number of wagons that would become overage during 
the Fifth Plan on the basis of code life of 40 years is as follows: 

B.G. 10.752 

M.G. ~ 

l\"G 1I9 

----.. -- ... ---- -------.---- '-"---'--.--.-.-.---.-.---.. ~  ____ ._ 0-

(Note: Since wagons are condemned and taken off the line on 
an age-cum-cor.dition basis, there will be a variation in 
the. figures of wagons placed on line on replacement ac-
count and wagons taken off the line after condemnatIon 
at anyone point of time. For the same reason, only esti-
mates of overage wagons can be given which are never-
theless close proximations for any future period and re-
placement requirements are formulated on such 
estimates.) 

2.84. The Committee note that the Public Accounts Committee 
-have r.epeatedly been expressing the view that the Railways have 
surplus wagon stock. This view was also shared by the ARC who 
have pointed out that the inventories of wagon stoek with the Ran-
ways "should be dnstically cut down" as "ell:cessive ,toeb 'lead to 

·'.slackness in utWsation and poor outtum. Besides. as wagon procure-



lQent for future requirements i. based on indices of current petfor-
mance, the slackness in utilisation of wQgons, by depreS$ing thr in-
dices. leads to inflated estimates of future wagon requirements. with 
corresponding over-investment." 

. 2.85. The Committee note that the revised forecast of originating 
traffic by the end of the Fourth Plan is of the order of 240.5 million 
tonnes as against the original forecast of 264.7 million tonnes. The 
actual traffic materialisation during the first three years of the Plan 
vis-a-vis the anticipations has been of the following order:-

(in Million tonnes) 

IQtlQ-70 IQ70-71 1971-7:! 

Original anticipation 211' 9 224'6 

Revise'! fore\:Qst 211' 9 :10'0 

ACTUAL 207"90 20H '0 

• ~  reduced to 211.5 million tonnes in July, 1970 

2.86. As compared to the actual originating traffic of the order of 
~  million tonnes in IHtiS-59, i.e .. at the end of the 3rd Plan the 
increase during 1969-70 and 1971-72 is only of the order of about 4 
million tonnes whereas there was a shortfall of as many as 5 milliun 
tonnes duri ng 1970-71. 

2.87. The Committee o!JSNve fmm th(' Mirl-TNm Apprais:.t! of the 
Fourth Plan that the original and revised ~ I  for procure-
ment of wagons (in terms of 4 wheelers) on additi(lnal and n'pL1cl'-
ment accounts is as follows:--

( }n l ~~ 

il,ldllh"nal rrplal.{ J1'\ '·l T I ~ I  

H.,·vise,,1 
------- ------_._ .. __ . -_. 

2.88. In view or the above data and the findings of the Public 
Accounts Committee and the Administrative Reforms Commission, 
the Committee consider that the Railways have to exercise extreme 
ciftumspedion In making fUl'ther Investments for augmeatiDg their 
capacity for manufacture of wagons during the Fifth Plan. The 
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iCommittee consider that the estbnated requirement of the order of 
,26,008 to 27,098 wagons a year OD replacement ali well as additional 
account, during the Fifth Plan period (excluding the export demand)' 
indicat8d by the Ministry of Railways needs a very careful scrutiny 
before any proposal for expansion of the existing manufacturing 
capacity or setting up of a new wagon building unit is ~  

2.89. So far as the figures of replacement of wagons during the 
4th Plan period are concerned. the Committee notl' that these have 
gone up by about 8,000 as a result of the mid-term appraisal and the 
availability of resources. These wagons wovlld, however, materialise 
during the Fifth Plan period.,. 

2"_0. The Committet' cannot help feeling that the records show-
ing dates of purchase of wagons and tht'ir age groups etc .. are not 
uptodate and accurate. The Committee would, therefort', like the 
Minh.try of Railways to look into the matter so that the systt'm of 
keel)ing such r-ecords is strt'amlint'd and the replacement prograftime 
is drawn up on thl.' basis of actual requirements. 

(c) Rl'p/ac<>mellt of Dlleraye Coaciles 

2.fll. The Committee' arc infnrITwd that the' total replacement 
n0('ds ill the Fourth Plan sUmo at 6,174 m.lck up of targeted Fourth 
Plan n'placemenL of 1.500 Be; and 1700 MG and NG during this 
Plan }wriocl and throw-fnl'w,n'd (If 2.!l74 o\'er-nge coaches from the 
Fourth Plan into the Fifth Plan perin>:!. Against these reqUirements 
of replacement of coaches, the pl1.ldudion units in thp countr;-:- con-
slstinL' of I ~  Conch FnctfJl')' BEl\lL JESSOPS nnd the Railway 
\Vorkshops among them have a capacity for the production of 7054 
coachps in the Fourth Plan period, ~  the ~  available 
in tiw ~  fiJI' n:placelnent of cnnching' stock is adequate. 

2.92. But with the increase in the number of trains planned to 
relieve over-crowding and to provide modern amenities to the 
passengers. ther!' is also an increasingly large demand for additional 
coaches. Hence. ncar1:v 50 per n,ni ()f the available manufacturing 
capiwit,Y for coaches in the country has been planned to be utilised 
for coaches on addItional account. It has ooen proposed to repl.lCe 
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ODI)' half the total ,number of arbinp on replacement ~  dur-
bag the, Fourth rlan period. This deciaiOl1 had been taken to enable-
additional eoaehes being added to the fleet for the reason mentioned' 
above. Moreover,' on eheclt it was notieed that replacements coulc:t. 
be spread over a longer period, on age-cum-conditioD and not merely-
on over-age basis. 

, ,,2.93. Hence in the Fifth Plan period, the throw-forward of over-
aged coac:hes is 2,974 and the total arisings of coaches on replace-
ment account over the entire Fifth Plan period is only 713. There-
would, therefore, be no difficulty to provide for all the replacement 
coaches with the capacity available in the production units. ,.. 

2.94. But to cater for 14 per cent to 15 per cent increase in 
passenger carrying figures in the Fifth Plan period, as indicated by 
the present tJ'ends and to take up construction of additional coaches' 
for the Mf!tropolitan Transport Services to meet the urban needs in 
the major cities in this country and to meet export needs, it is neces-
sary to augtne,nt the existing available capacity by about 400 'to 
500 coaches per year for which purpose besides the expansion of 
capacity already in hand in the Integral Coach Factory and BEML. 
a new coach construction unit needs to be commissioned which 
should start functioning fully before the end of 1975. To that end 
planning is already on hand. 

2.95. The Committee enquired about the age-wise break-up of 
coaching stock that would be awaiting replacement at the beginning 
of the, 5th Plan as well as of the fresh arisings during the Plan perIod' 
itself. The Ministry of Railways have furnished the following in-
formation in this regard:-

No. of overal(c coaching stl'ck No. of coachinp; stock which will fall (JUt for replaCf mcnt 
at the be8inninl1 of the ~  Plan dming the 5th Plan. 

PCV Ocv Total PCV CCV 

(i) (ii) 

DG ~ ~ ~  IIl8· 49 

MG 946 4!!9 A ~  

NG 343 98 441 •• 

,'I 

'j' ,'j' -. -I J.t.Il H 23.1 1197", 621 .,t ,,-.512 ,) 

.,", ~ "!': ~~ ~ "'1.el:31 to' 36' ~  $; , . r 
•• C>ver 35 years of aae. ' 

T, tal 
TOl ;!I -(i) & (ii) 

1426 

1788 

473 

~. f':!r 
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2.96. So far IS EMU coaches are concerned, the Committee are 
fafonned that as against the plan programme of replacement of 
300 EMU coaches, the number actually replaced during the first 

3 years of the Plan was 129 units. The replacement programme 
during 1972-73 and 1973-74 envisages replacement of the remaining 
171 EMUs. 

2.97. The Committee enquired about the details of overage EMU 
eoaches as at the beginning of the 4th Plan and the cost of replace-
ment thereof. The information furnishe9 by the Ministry is tabu-
lated below:-

Particulars 

tSOO DC EMU 

zs KV AC EMU 

No. 

(HG) 246 

(MG) 54 

Age COlif 
(At ~  elY pri c ( ~  

44 yrs. R, IJ' 70 crorC5. 

42 yrs. Rs. I' 44 ,. 

Rs 15'14 " 

2.98. The Committee were informed during evidence that the 
total indigenous capacity for manufacture of coaches was of the 
order of about 1350 per annum as under:-

ICF Madras 750 per annum 
·Mls. Jessops & Co. 300 per annum. 
Bharat Earth Movers, Bangalore 300 per annum. 

(·The actual delivery was only of the order of 190 coaches per 
annum). 

2.99. The witness added that there was no shortfall in supply 
either from Integral Coach Factory, Madras or the Bharat Earth 
Kovers, Bangalore. The shortfall of about 100 coaches per year 
from Mis. Jessops was due to their internal difficulties. 

2.100. The mid-term appraisal made by the Railway Board had 
indicated that it would be possible to make good the shortfall by 
March 1974. Some adjustments had also to be made in the program-
me for replacement of overaged metre gauge coaches in the mid-
term appraisal. It was felt that due to the proposed programme of 
puge cohversion, the Railways should not gd 'in for accelerated re-
placement· Of o ... erage M'G atock. The replacement requiremente bad, 
therefore. been revtseci slightly doWJriVard. 



< ' .. 
2.101. To • question why the programme of ~ ~ Qf ,ve-

rage EMtJ t!08eh!S wall lagging behind, the Witness stated thlt U1 
this case also, the main reason was shortfall' in supply of ~ 
~  from HElL, Bhopal and labour trouble in ~  
had been proposed to place 841 EMU coaches on line dUring tile 
PourUi Plan out of which 300 were. on replacement account and 541 
on additional account. The Railways had drawn up plans for buU-
Q.ing some more coaches next year in the ICF if Mis. ~  failed 
to supply the requisite number. It was proposed to manufacture 48 
four car sets instead of 36 in the ICF but this again was dependant 
on successful delivery of the electrical eqUipment by ItEIJ,., Bhopal 

2.102. In a further note on the subject the Ministry have furni-
shed the following figures of the production programme of EMU 
coaches and the reasons for the shortfall in this regard:-

Production Programme of EMUs. 
(during 4th Pia). 

---.--------
B.O. M.O. TOTAL PER YEAR 

AC DC. 

ICF 2S1 443 

Jenops . ~  347 70 

W.Rly.(bY coaveniOll) ~I !il 

._-- _._--------------
2.103. Actual production at these units during last 3 years viz. 

1969-70, 197()-71 and 1971-72 has been as undel':-
._---_.--------.. _---- -------

B.G. M.G. TOTAL ProdouctieII 
prr yeR. ------------- ------. 

AC DC 

leF IlCl 61 '171 Jt 
122 122 4b 
45 4S 

lIo US ~  I" - .. .. ----- --- ----- -----
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'The reasons for shortfall are:-

\ 

(i) There was il set back in Jessops due to ~ I  problems 
and 'Increased cost demanded by the firm which could not 
he met. . . 

(ii) Shortfall in production in reF has been due to inadequate 
supply of traction equipment from the Public Sector ,ac-
tory of HElL/Bhopal as well as other indigenous enuip-
ment such as EP brake equipments, etc. 

2.104. Action has been taken to augment the supply of traction 
eq.uJ.pment by procurement of balancing requirements from foreign. 
JIOUfCes and outstanding issue of prices has since been setUed with 
J'-=uops. Capacity of ICF is also being fully diverted towards increas-
~ production of EMU coaches by reducing producing of conventional 
<:oaches to the extent necessary. 

2.105. In a further note on the subject, the MinUtry has stated al-
though orders were placed well in advance on HElL, Bhopal for sup-
ply of traction equipments, the supplies actually effected have been 
tar behind the stipulated dates. The supplies received 80 far are as 
follows:- . 

1969-70 12 sets. 
1970-71 
1971-72 
1972-7:t 

20 " 
25 " 

S " (Upto 31st October, 1972). 

2.106. The Committee are glad to note that the Ministry of Railways 
(Railway Board) are alive to the Deed to augment the existiq 
capacity for the construction of coaches. They trust that advance 
eetion. will be taken by' the Miaistry to enlure that not only the 
arrears of replacement of coaching stock are cleared but full reqw.r. 
ments of additional coaches for non-suburban .erviees as well as (or 
Metl'OpoIitan Trans..,ort . Services are fully catered to at tbe earliett. 

The Committee have no doubt that while planning for additional 
eoaches, the Railway Board will take into account not only the &TOW-
ing requirements of 3rd Class Sieeper accommodation on the ItaU-
ways but the need to eliminate over-crowdlng with tbe utmost 
eQedition. 

%.107. The Committee Eegret to note that oat of 30G over.,ed EMU 
..,.chea, pi'Opammed to be replaced durin8-tbe Fiaurtb Pian, only 121 
units were replaced during the fint three years of the Plan. As tbeta 
units are more tban 40 years old (as against their normal life of 25 

... ~  It isJlecesll8ry .that tbe replacement programme is accelerated. 
r "-' Conmaittee would aIao like to empbuise that the Railway Boar' 



Ihould usets the requirement ... of EMU coaches OD additio .... .eeOllllt . 
on 8 realistic basis coDliderio, the acute over-crowdin, on the Su'blJ%. -
ban Services and inter-city services where they are used and ..... 
,ramme for their produ.ction accordin,ly. 

. 2.108 .. In this connection, the Committee regret to note that agaiHt 
tbe planned production of 443 and 347 EMU coacbes by tbe ICF .... 
JESSOPS respectively during the 4th Plan period, actual productN. 
during the tbree years bas been 171 and 122 respectively. In view 
of the poor production performance of tbese Units, particularlJ', 
JESSOPS, tbe Committee would strongly urge that concerted mea-
sures should be taken by the Railway Board to ensure that not only 
tbe production programme of EMU coacln!s during tbe remainiac 
two years is fulfilled by tbese Units but the earlier shortfall in pro-
dution is made up, so al to meet the requirements of EMU coaches 
for the suburban trains. 

2.109. The Committee have suggested in an earlier ~ 
that the question of timely and adequate supply of electrie 
components by HElL, Bhopal needs to be taken up at a high leveL 
The Committee need hardly point out tbat concerted measures wllI 
have to be taken by the Railways and the Public Undertakings aatI 
other organisations concerned if the targets in this regard are to be 
achieved. 

(ii) Track Renewal Programme 

2.110. It has been stated in paras 13.1 13.2 of Financial Commis-
sioner's memorandum (No. III) that "Major arrears in Track re-
newals had been made up by 1968-69. In the new Fourth PIau 
(1969-74) the policy is to make a· careful selection of sections to 
fix priority on the basis of the latest trend of traffic and to matcb 
the renewals with indigenous production of rails, sleepers, fish plateIJ 
etc. Accordingly, the Plan provides for 6,363 Kms. of primary rail 
renewals (cost Rs. 59 crores), 9,072 Kms. of primary sleeper re-
newals (cost Rs. 90 crores), 1,948 Kms. secondary ra.il renewals (cost 
Rs. 8 crores) 2,110 Kms. of secondary sleeper renewals (cost Rs 9 
crores) and other casufl renewals expected to cost Rs. 14 crares. 
This track renewal programme would require a provision of Rs. 180 
crores • . '. 

2.111. The Committee enquired about the aetuaJ progress ... 
so far in the matter of track renewal. The Railway Board he ... 
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.. ted that the reviled tarleta aDd the .progren achieved till July .. 
w.l2are .. Ullder:-

PrimIt'Y Rail. Reflew.l. . 

PriIlUll'Y Sleeper Renew.1I 

Secxlndary Rail Rene",.I, 

Secondary Sleeper RecewaJa • 

Reviuu 
Tarr r , 
(Km,.) 

7.070 

10.oFo 

I ~ 

1.800 

A ~  • 
r-r ..... ,UJ 
July 72 

(Kma.)' 

.-.;-----_._-_ ........ _-----_._--------_.-
2.112. The Committee e:nquired whether the supplies of raUs, 

sleepers, fish plates etc. were adequate to the requirements of the 
replacement programme. The Ministry of Railways have stated 
that the position regarding supplies of rails and steel sleepers has 
not been satisfactory as can be seen from the flgures given below:-

------_ . ... _----- -------
IQ69-70 1970-71 IG71-72 

--------
~  SUppliC8 Onanritk. Supplie. Onantilies ~  

Indented received Indented receind Ir .... ut' .... I' (I . \ ( ( 

-----------
L Raila ~~  ~  149cO 114'40 1131'(0 J Jl: I II ----
52 K" MIT MIT MIT 

, 
MIT MIT NIT 

(66'2%) (78' 7'1,,) ~  ) 

90R ~~I ~ ~ 64t 'O ~  6!1'co ,.,,,."2' 
MIT M/ MIT MIT M/1' 

(!l9'4%) ~  8%) (:1I1':%) 

7S R ~  11604 11660 ~  18Pco IZ(co 
MIT MIT MIT MIT MIT 

(77'8%) (38%) (67 ") 

60R '21760 rJ.l';'70 I7C07 8So1 "1-'So JJj-P" MIT Mtr , MIT MT 
(78'8%) ~  (96%) 

II.Steel Trouih 8'40lIkh S' ~  Lath 8'43lakh 4' 7. lath 7' 7laJth ~ 
Sleepen Not. Not. Nos. Not, Nos-. NOlI. 

~  ~  (80%), ... , .1 , • ~  t 

·t 
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~  The FBitton Qf track fittings has also not ~ S I ~  

Against the requirement of about 25,000 tonnes of trackflttba8J 
every year, the quantities received in 1969-70 and 1970-71 were 
about 7,000 tonnes and 12,000 tonnes respectively. The position dUr-
ing 1971-72 was slightly better in that 17,000 tonnes of track fittings 
were receh ed. As a result of strenuous efforts made with D.G.S. & 

/ 

D., during the first four months of the current year about 8,000 
tonnes of traek fittings have been received. The supply of fish 
plates was by and large satisfactory except in the case of the 75 lb. 
section. FJ om the figures given above, it will be seen that the posi-
tion becarr e indeed critical during 1969-70 and 1970-71. This was 
mainly du,· to the general shortage of steel in the country. The 
matter ~ taken up at ~  lUghest level with the Steel Ministq 
and SUPpJ:1 Ministry. A special meeting w,as held in Secy./Stee.1's 
room on ~~ !nd September, 1971 wht;.n the requirements of rails by 
Reilways was discussed and the following decision taken: 

"s. Shri H. R. S. Rao pointed out ~  the exports were likely 
to go down considerably if the Railways' demands as in-
dicated for 1972-73 were to be met. Shri Sarin said that, 
since the Bhilai Rail.Mil was primarily intended to cater 
to the needs of the Railways, their requirements will have 
to be given first preference, provided the demands were 
projected in time and, if in the process, exports had to 
diminish, it could not be helped. It was also represented 
('n behalf of HSL that at the prevalent price level, produc-
tion of rails, particuarly 90 lbs. rails, was proving uneco-
nomic. It was suggested that this matter regarding revi-
sion of price may be raised in the J. P . C . " 

As a result, the ma.rkedly deteriorating trend which had set in dur-
ing 1970-7] was arrested and reversed. The supply position has 
started improving from January, 1972, and is expected to improve 
further in 1972-73 and 1973-74. Against 1.38 lakh tonnes of rails on 
an average supplied during the first three yean of the Fourth Plan, 
the supplies in the remaining two years of the Plan are expected 
to ~  the figure of about 2.5 lakh tonnes per year. In the first 
five months of the current year i.e. from April to August, 19'12, 
about one lakh tonnes of rails have already been despatched by the 
Steel Plant!!. 

,J, t 
2.114. In reply to a.question as:to ,the. ~ ~ ~~  in-

curred on the track renewal programme during the first tbre4t "years 
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of the Fourth l'1an, the Ministry have ft.lrnished the following 
flgures:-

1911-7.2 

Rs. II 18 crorc& 

'Rs. l6 14 /;fOra 

Rs. 31 'to crons 

Total: Rs. 79 '12 crorcs 

2.115. The Committee further enquired about the arrears in track 
renewals at the end of the Fourth Plan after completion of the 
above programme. The Ministry of Railways have stated that "the 
arrears of track renewals were by and large cleared by the end of 
the Third Plan period. Therefore, the arrears of track renewals by 
the end of Fourth Plan would only be the shortfall during the Fourth 
Plan period, which is not likely to exceed 500 Kms. of rail renewals 
and 1000 Kms. of sleeper renewals. No difficulty is anticipated in 
clearing this spillover during the Fifth Five Year Plan period." 

2.116. During evidence, the Committee enquired whether it would 
be possible to attain the revised targets in view of the continuing 
shortfalls ill supplies of rails and sleepers. The representative of the 
Ministry stated that due to continued shortage of 60 pound and 70 
pound rails as well as BG steel sleepers, there may be further short-
falls which it would not be possible to anticipate at this stage. The 
matter had been taken lip with the Steel Ministry, The present es-
timated co:;t of track renewal programme during the Fourth Plan 
was Rs. HI:! crores as ag'linst the original estimate of Rs. 180 crores 
due to rise in prices by about 10 pel' cpnt during the Fourth Plan 
period. 

2.117. Asked what efforts the Railways were making to make good 
the shortfv 11 in supply of sleepers through alternative sources, the 
Chairman, Railway Boa,rd stated that thpy were taking all the dura-
ble hardwood species of slf'epers thnt were offered to them, It was, 
however, ':lot possible for them to t '.Ike' soft wood sleepers hecause 
of acute shortage of creosote in the country, He furthN stated that 
the Railways were seeking foreign collahoration fN manuf;J('tming 
concrete sh'epers and it was hoped that thf' produetion of sueh sleep-
ers will pi rk up soon. The witness added that for main tracks 
where hea, y and fast traffie moved, they would prefer steel sleepers. 
Supplies f10m the Durgapur St.eel Plant had been of the order of 
about 42,000 tonnes only on an average per year as against the average 
of about 65,000 tonnes which the Plant was supposed to supply during 
the last 3 yea,rs. 
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2.118. In a further note on the subject, the ~ of RailwaY' 
have stated that although Railways' requirements for steel ~ 
each year are about 1 lakh tonnes, the indents placed on Durgapur 
Steel Plant which is the only source of supply, are kept to the ex-
tent of their perforrnanee. On this basis, the requirements adviied 
to the Durgapur Steel Plant during the last five years are as under: 

year 

191'i8-69 
1969-70 
19'0-71 
1971-72 
1972 -73 • 

R(quirrments 
65,600 
64.6co 
64.8co 
65.000 
60,000 

tonnes .. o. .. .. 
------------------------------
2.119. The installed annual capacity in Durgapur Steel Plant ia 

75,000 tonnes on the basis of 3 shift operation and 60,000 tonnes on 
2 shift basis. The Plant has, however, never been able to produce 
steel sleepers to the extent of the installed capacity inasmuch as the 
supplies by them during the last 5 years have been as under:-

Ye3r 
1968-69 
1969-70 
1970-71 
1971-72 
1972-73 

Requirement 
56,200 tonnes 
40.900 " 
36,500 " 
47.600 " 
14.500 " (upto end of Sept 72). 

2.120. The reason advised by the Durgapur Steel Plant for the 
shortfall in production is generally continuous labour trouble. 

2.121. According to the poticy for utilisation of Sleepers, steel 
sleepers are utilised on trunk routes. Due to the shortfall in the 
supply of steel sleepers by Durgapur Steel Plant. the relayings were 
affected. This shortage has, however, been made up by using 
C.S.T.-9 sleepers in lieu, of the extent possible. In some cases the 
works have to be deferred too. 

2.122. As indicated above, the Railways' requirements of steel 
sleepers arJ very substantial and the Railway Ministry hu 
been urging the Ministry of Steel to step up production in DUl'gIIl-
pur Steel Plant to the maximum extent possible by three shift 
operation. 

2.123. A new design of steel sleepers has alao been made out and 
the question of its production by Bhilad Steel Plant is under coDll-
deration. When this is finalised and the supplies start from Bhilai 
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. SteeL Plant, the Railways' requirement of steel sleeilers will be met 
to a great extent. 

2.124. The Committee are glad to note that the arrears of track 
renewals were, by and large, cleared by the Railways by the end of 
the Third Plan period. They, however, observe that the track rene-
wal programme of the Railways during the Fourth Plan has suffered 
a set-back due to shortfalls in supplies of rails and sleepers from 
Hindustan Steel Ltd., and track fittings from indigenous suppliers. 
The supply position in respect of steel sleepers from the Durgapur 
Steel Plant appears to be particularly unsatisfactory. The Com-
mittee would like the Ministry of Railways to pursue energetically 
thdr efforts in procuring the requisite quantities of rails, sle<'Pers 
and track fittings with the Ministries conc('med. The3' would also 
likt" the Ministry to ensure that the track renewal progrflmm(' is 
phast"d out in such a manner that the operational effici('ncy of the 
R ~  on trunk routes which carry bulk of the traffic as well as 
~  running of trains is in no way affected. 



CIIAPl'ZIt m 
A . • aymeat III U •• of Nsseacer Fare Tu. 

3.1. A pIlssenger fare tax Wlli levied with effect from 15th SeP--
tembef, 1957 under the Passenger Fare Tax Aat, 1957. Up to 3.lft 
March, 1961 the actual collection made was ~  on to the State 
Governments concerned, less 0.6 per cent retained by the R ~ .. 
8'3 the cost of collection. It was suggested to the Railway Convention 
Committee of 1960 that in view, on tbe one han,d, of ~ need for 
the Railways to have some flexibility in adjusting passenger fares 
to meet their growing commitments, and on the other, of the needs 
of the States for funds from this source to meet their developmental 
obligations, it would be an advantage for the tax to be merged witb 
the existing fares, and the Railways might make every year a lump-
sum paymel1t for transfer to the States, equal to the average collec-
tion of paSI:enger tax during the preceding years. Thc Convention 
Comm'ttee of 1960 accepted this suggestion as reasonable and re-
c:.mmended that the amount payable by the Railways may be fixed. 
at Rs. 12.50 crores per year for the quinquennium 1961-66 which was 
the averagt' of the actual payments for the years 1958-59 and 1959-60. 

3.2. It VI as reported to the Railway Convention Committee, 1965 
that under the system of such fixed payment.s therc is no provisiOn. 
for an incrE'ase in the amount available for distribution to the States 
corresponding 10 growth in the volume of Railway passenger traffic. 
It was adde::l that this question also came up lx'fore the Fino'nce Com-
mission, 19\35, when the States hnd expn'sspd lh(' view that the fixa-
tion of a grant a t a particular level had deprived them of a paten-

~ ~  elastic source of rcw'nue. They had urged thot the grant 
should he raised in proportion in which Railway passenger earning 
had increased since t he merger of the passenger tax. 

3.3. In order to augment the contribution being made to the State::;. 
the Rai1wav Board had suggC'sted that keeping in view the rate of 
incrpase in traffic during the lost five years ancl the ('xpected increase 
in su\)-..;eqU('nt years, the annual payment of Rs. 12.5 crOres may be 
increased to Rs. 16.2;) crores. It had also been suggested that in 
order to cover the extra payment of Rs. 3.7:i crorf'S per year and 
also to make available to General Revenues a further sum whicb 
could be earmarked to assist the States to provide their portion of 
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the ~ required for financing railway safety 'Works, the need 
for which bas been stressed by the Railway Accidents Enquiry Com-
mittee, an increase of 1 per cent should be made on the dividend of 
46 per cent now payable on the Capital-at-charge of the Indian Rail-
ways as on 31st March, 1964, raising it to 5i per cent. Agreeing with 
this ~  the Railway Convention Committee, 1965 recom-
mended that in respect of payment in lieu of passenger tax, instead 
of a fixed amount of Rs. 12.50 crores per year, an additional 1 per 
cent on the capital invested upto 31st Ma-rch, 1964 should be paid 
to General Revenues. OUt of this amount, a sum of Rs. 16.25 crores 
should be passed on to the States as payment in lieu of passenger 
fare tax and the balance utilised to assist the States (in the same 
proportion as their shares of the passenger fare tax) to provide their 
portion of the resources required for financing safety works such as 
manned level crossings, over bridges and under bridges. 

3.4. According to the anticipations in 1965, the payment to General 
Revenues for distribution amongst State Governments was expect-
ed to amount to Rs. 90.68 crores during the five year period 1966-
71. Against this, an amount of Rs. 89.77 crores was actually made 
available by the Railways for the purpose during that period. Out 
of this, a sum of Rs. 8.52 crores was made available to the various 
State Governments during 1966-71 for meeting their share of the 
cost of Railway Safety Works. A further sum of Rs. 2.28 crores 
was made available to them for this purpose in 1971-12.. 

3.5. The Committee observe from the Report of the Fifth Finance 
Commission that a number of States again represented to the Com-
mission that either the tax on passenger fares should be re-introduc-
ed or the quantum of the grant in lieu should be increased. In the 
memoranda submitted to the Committee, some of the State Govern-
ments have reiterated these suggestions. 

3.6. Relevant extracts from the Report of the Fifth Finance Com-
mission are reproduced below: 

"It appears to us that the quantum of the grant would have 
been higher than Rs. 12.50 crores if it had been fixed on 
the basis of actual tax collection during the three full 
years in which the tax was in existence. The subsequent 
revision in 1965 also was not related to the increase in total 
passenger earnings but it took into account the increase 
in passenger traffic. Due to the substitution of the tax 
by a fixed grant, the States do not get a benefit propor-
tionate to what they would have expected from the tax 
which was levied under Article 269 the proceeds of whicn 

2779 L.S.-5 



~  

8Il'e Wholly assignpble to States. In view of tllis .. their de-
siH for J,'eimposition of the tax, can be regarded as legiti-
mate. Nevertheless, we have also to consider the implica-
tions of an increase in .passenger fares at the present junc-
ture and its adverse effect on the economy. We consider 
that in view of what has been represented to us regarding 
the unsatisfactory state of Railway finances during the 
last few years and their increased expenditure commit-
ments, there is no scope for the reimposition of the t<:.x on 
railway passenger fares in the present-circumstances. We 
suggest, however, that this question may be reviewed by 
the Government of India if and when the raHway finances 
show sufficient improvement. 

As regards the States' suggestion for increase in the quantum 
of the grant as an ;alternative to the reimposition of the 
tax, we had intended to consider thE: matter while examin-
ing the question of scope for raising revenue from this 
sourCe under item (h) of the terms of reference. How-
ever, as stated above, we have taken the view that in the 
present circumstances there is no scope for reimposition 
of the tax. The question of determining the quantum of 
the grant does not also. strictly, fall within the purview 
of item (11) of our terms of reference. We have no doubt 
that the RaHway Convention Committef' will take into 
account the views of the States as well as the representa-
tions of the Railways in this regard." 

3.7. The Committee enquired for what reasons continuation of the 
present arrangement of a fixed contribution was desirable and why 
this was pegged to the capital-at-charge of the Railways as on 31st 
March, 1964. In a written reply, the Ministry of Railways have 
stated that in order that the Railways should have a measure of 
flexibility in adjusting the passenger fare levels to the steadily 
rising costs, it was considered that the railways' contribution in 
lieu of the repealed passenger fare tax shOUld continue to be in the 
form of a special limited payment and not be relatEd to the passenger 
fares. 

3.8. The amount of the payment proposed to be made was found 
to be roughly equal to I per cent of the capital invested upto 31st 
March, 1964. 

3.9. It waf; considered that the inclusion of this payment from 
the railways tn the dividend rate would be in keeping with the 
character of the payment-that it is a contribution to General 
Revenues-though it will be passed on to the States as one of the 
items of Central Revenue shared with the States. 
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3.10. In reply to a fUl'tber queeuen as to we.t would h8lve ~  
the actual collection daring 1969-70, 19?9-71 and 1971-72 on account 
of the Passenler Fare Tax, if it had not been repealed and how much 
contribution was actually made by the Railways dllrIng this petio<i, 
the Ministry have stated that it has been roughly estimated, on the 
basis of a statistical analysis, that the collection on account of 1Ihe 
Passenger Fare Tax Act. 1957, if it had not been repealed, would 
have amounted to about Rs. 24.46 crores in 19611-70 and Rs. 26.17 
crores in 1970-71. Roughly half the increase over the level of 1958-69 
and 1959-60 tax collection is due to increase in volume of traffic and 
the other half is due to increase in the level of fares which has been 
made from time to time to compensate partly for the steadily in-
creasing cost of materials and wages. 

3.11. The payments actually made during 1969-70 and 1970-71 were 
of the order of Rs. 18.10 crores and Rs. 18.42 crores respectively. 
Figures for 1971-72 are stated to be still under compilation. 

3.12. Explaining the position in this regard tpe Financial Commis-
sioner stated during evidence that the basic fact was that the Rail-
ways were losing about Rs. 49 crores annually on non-suburban pas-
senger traffic and coaching services. The increases made in passen-
ger fClres in recent years had not been able even to neutralise the 
rising cost of operation particularly increase in cost of staff, prices 
of fuel and other materials. Any increases in passenger fares 
should in the first instance, go to meet this deficiency or loss. The 
Fifth Finance Commission had accepted this position. 

3.13. The Financial Commissioner added that if the passenger fare 
tax had not been there, the Railways would have had an edge over 
the roads in competition and would have got more traffic particularly 
on branch lines where such competition was the ~  between 
30 and 500 kilometres. The Railways had lost that edge over road 
transport and along with it, the opportunity of getting more traffic 
particularly on branch lines and short-distance traffic. 

3.14. It has also been pOinted by the Railways that "the Railways 
bear many social burdens which indirectly assist the State Govern-
ments. The unremunerative branch lines continue to be operated 
as the State Governments are against their closure; the Railways 
also suffer losses on uneconomic lines constructed after ]950-51 at 
the instance of the State Governments. The suburban services in 
Metropolitan cities run at a loss. The Railways ma'intain the Rail-
way Protection Force some of whose duties are U8\.1ally expected to 
be performed by the State Police." 
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3.1'. DurIna eriddce, the Financial Commiutoner added' that al-

though the reliefs giftl'l by the Committee in the interim report were 
welcome, the additional burdem since -cast on the Railways by the 
MiabhQy award (Rs. 12.6 crores per annum in revenue expenditure 
and Rs. 12 crores in capital expenditure), the additional interim relief 
granted by the Pay Commission (Rs. 14 orores per annum) and the 
further burdens likely to be placed by the Pay Commission in their 
final report would aU result in making the Railways "go deeply into 
the red". In this context. any increase in the contribution to the 
States, could be only at the cost of Railway Finances or at the cost 
of the finances available to the Central Government. The Railways 
could increase the contribution only by increasing the passenger fares 
which would no( be welcome and would have an adverse effect on 
the economy. The Financial Commissioner, therefore. thought that 
considering the unsatisfactory position of railway finances, there was 
no scope for any increase in the contribution to State Governments 
at present. 

3.16. The Committee enquired whether it would not be more ap-
propriate if the payments made to the States in lieu of the passenger 
tax were shown separately in the railway accounts instead of being 
included in the dividend payable by the Railways to the general 
revefiues so as to present a correct picture. of the position. The Fin-
ancial Commissioner replied that the present practice was based on 
the recommendation of the Railway Convention Committee, 1965. 
The matter had, however, been referred to the Ministry of Finance 
and their views in this regud would be communicated to the Com-
mittee. He added that his personal view was that advantage appear-
ed to lie in continuing the existing position. There was no possibility 
of any misunderstanding on this account since the position was clearly 
explained in the Explanatory Memorandum to the Railway Budget 
as well as in the Demands for Grants. In essence these payments 
were really a contribution from the Railways to the General Reve-
nues. 

3.17. The Ministry of Railways have since informed the Commit-
tee as follows:-

"The Ministry of Finance (Department of Economic Affairs-
Budget Division) who were referred to in the maUer have 
advised as under: • 

The position is that 1 per cent on capital investment upto 
31st March, 1964, is passed on to the States in Heu of tn 
.on Railway passenger fares and also for Railway Safety 
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\ Works. It will. therefore. be. more appropriate to show 
this element distinct from the dividend i.e. 4i per cent 

upto 31st March, 1964 and 6 per cent thereafter paid to 
General Revenues. The nomenclature of the Demand 
"Dividend to General Revenues" may be changed to 
"Dividend to General Revenues and contributions for 
Grants to States". 

It has also been added by the Ministry of Railways that: 

"The amounts transferable to States in lieu of the tax on pas-
senger fares and for assisting the States for financing the 
safety works are clearly indicated in the 'Explanatory 
Note' appended to the Railway Demand No. ]2 in the Book 
of Demands for Grants. However. the Ministry of Rail-
ways have no objection to the adoption of proposal of the 
Ministry of Finance." 

3.18. In view of the foregoing, the Committee would reiterate the 
recommendation made by them in their Interim Report that there 
is hardly any scope at present for increasing the paymeDt to the 
States in lieu of passenger fare tax in proportion to the growth of 
passenger traffic or earnings. The Committee, therefore, recommend 
that the existing arrangements whereby additional 1 per cent on the 
capital invested upto 31st March, 1964 is paid to the General Revenues 
for payment to States of • fixed amount of as. 16.25 crores in lieu of 
passenger fare tax and utilisation of the balance to assist the States 
(in the same proportion as their shares of the passenger fare tax) 
to provide their portion of the resources required for financing safety 
works such as manned level crossings, over-bridges and under bridges, 
may be continued dUring 1973-74. 

3.19. The Committee consider that in view of the fact that the ad-
ditional 1 per cent dividend on Capital invested upto 31st March, 
1964 is passed on to Statf' Governments in lieu of the passenger fare 
tax, it would be more appropriate if the nomenclature of the Demond 
"Dividend to General Revenues" is changed to "Dividend to General 
Revenues and contribution for Grants to States" in lieu of Passenger 
Fare Tax. 

B. Railway Safety Works FUnd 

(a) Criteria of making allocations to States 

3.20. It has been represented to the Committee by the Government 
of Kerala that "the existing principles for allocation of assistance 
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,... .... oh.,.iaWJ'.WOr_ ..... ~ ~  and unjust" at 
AMY .u 110 .lIMt...,., the objeoti\les of tile Punct and have 10 " .. o..w.w for ·th. em aGt take ate MOOURt factorl like den· 
• ., "'. ~ C  dae teftIaln, ~ ~ roatls ~  in a State. 

~  1P a ~  ~ ~ ~~  ~ ~~ IilllWilll'ays have ltat-
ed as follows: . 

"The R ~  ~  W9rp rWl4 ·w:V ~ I  .Ailq. ~ W,\,pril, 
1966, to assist the States 'to provide tlieir portion of the 
S ~  required jor ~ ~~  ~  ~  sUch as 
~  l.ev.el ~  ~~  ~  u.rJJler-bridges.' 

The amounts, ~~ to the :Fund ere' ~  to differ-
ent States "in ~ ~ ~ ~ ~ ~  ~  of Pas-
~  Fare 'rQ:", Whicp. is ~ ~  int.he ,ratio of the 

~  ot the .$'We-wise WtUngs ~  ~  
passenger traffic. . . . 

"The Fund was constitute9- as a result of Recommenc;lation No. 
S of the Railway Convention Committee, ~~  as approv-
ed by the Parliament. The constitution of the Fund had 
been proposed earl,ier by·th.e Railway 4ccidents E~  
€ommittee, 1962. 

·'i'he problem of proviciing protection agairult accidents at level 
crouingl dependl on the location of tbe level crouings and 
the denaity of rail and road vafllc paumg over them. 

"The .existipg ~  of ,4'listrib\ltiQn of .tp.e ,cootJ:ibutionto the 
Fund ~ ~  the ~  ~ IWt fu-lly redect .U 
the ..relev,foll,t actors ~ ~  ~  ~  baaed 
on the number of appropriate type, ,of le.v:el .cr05Sings may 
prove to be more equitable. 

~  ~  !lre ~~  as bE¥.oY/: 

'C' Cia" (manned' ) 
'C' Clhs(un-manned. ~  Earth-roads and cart ~  

'D' ClalS J JlQrCItUle ~ ,aQ!i ~ ~  -_ ... -----_._-----------
"The classification .of a rail-r.oad level crossings is settled 

~  ,by ~ RallWay IlDd ~ A ~  ~~  in 
\dew the ~ tt.Ae ~  \QJi.OiUty OQIldiijQn, tbevq!lWe 



49 
of road. tramc and the number of trains paMing over the level ;'Niut"tr" . ~ :. ~  1'· • (. ' 
I ~ 

"Gates are provided. at each 'Special', 'A' and.. '" c1us .9f01I8Ing 
in the interests of safety. Gates or chains are FcMded 
at 'e' and '0' class ~ C  ~  in the following 

, .. ~ " ," '''1 . .", ,. ~  : cpses: ' ., , . 

(1) When the line is on a curve and the road and raU view 
is not clear. 

(if) w;hen speed of tra.tns ,an.d ~  of .traftlc are great. 
... L __ I 

(iii) When the level crossing is, within those lin:dts at a 
station between which shunting is normally llkely to 
be carrie,d. out. . 

(iv) On portions of the line which are fenced throughout 
on one or both sides, except when eftlcient cattle gwi!rdI 
are provided". . " T 
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.:: "ould ~  more 'or less 4iPn;ectly ~~ ~ 
... wpu14 ~  'lOpecial', 'A' ~ '8' :r. .' . 

rpquireflents of pro1;eftion apinst accidents into'.e;;. 
count location of the, level crOllings and the dEbsity of 
rpn and road traffic ~  ~  them. 

~  recoDlJIJenciatipn pf Ithe RB:.Uway Cov,vention ~~  
~  reFerred to abo'fe, envisaged ~ of the -ton-
tributions to the Fun4 among only the States. AccQ1'ding-
If, ~ slwe -is a..t ~ ~  ~  to Union T ~  ~ 
woblem of safety at ~  crossings would arl!fe 1n ,the ~ 
of level crossings in Union Territories also. .ft is, tliere-
fore, for conaideratiqll whether the UDior Territories 
~  ~  -be given. a .sbare in future. 

"The following Table shows tpe likely percentaf{e ~  :that 
'tach St,ate and Union T~ ~  would get if the amounts 
Gredited to the Fund are distributed among ~  in pro-
portion to the number of 'Special', 'A' and ~  qlus level 
crossin,s; the correspond,iQg ~  in which 'the _con-
¥,ibutio,n to the FUJ¥i ~ now being distrib\1ted to the 
$tates is also shown beloW: 

S ~  ,showi'lg the percenta,ge share of the dJif!erent ~ C!J 
the Railways' contribution to the RatIwali Safety Works Fund. 

On the base No. 
of "special" 'A' & 'B' 
Class level crossings 
a8 on 31- -1971 

On e,lIisting bali. 
(1961/' ·Firiance Com-
misaicn's R(port), 

3 

'sharI!, 

I. Aaphra Pradesh 8'9S 8'S6 
2' A.sam 2'83 2'88 
3. Bij"ar, ,8'17 10,86 
4, Gqjlrat 7' ~~ ... 6'91 
~  Haryanl 1'42 2'46 
6. Himachal Pradesh 0'21 ~ 
7. ~ I & ~  O'PI 
8. Ky.la 

" 
,3'08 1't-8 

9' Madhya PBdeah , ~S 9'!2 
~  ~  ~ 9' ~  ----

@Union Tertitol7 It. the, tiQU! ~  percentaaea were worked Ollt by 'the FinlDe 
~ S  '69, Si,Ilce it II110w a State proportionate ,hare (Dot yet A ~ t,' to be liven. ,.. , '. :' 
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----,-----:----------------- --------- - ~ 

U. 

12. 

13· 
14· 
~  

16. 
17. 
18, 

Union 

1<), 

20, 

:lI. 

22. 

--

2 3 

----
M),lIcre ~ ~ ~ I ~ 

NBgaland 0'02 0'01 

Orissa ~  ~ 

Punjab ~  4'76 
Raijlsthan 2' ~  6'4;\ 
Tamil Na'lu 12'SQ ~  

Ullilr Pradesh 15' ~ ~ l\;' e(, 
West Bengal {J'oz <;" ('1 

Territories 

P,)n'lichcrry _ 
Delhi. 
Chandigarh 
Goa 0'02 

100 co 1CO'CO 
-

"It is for the Convention Committee's consideration whether 
any change in the existing basis of distribution of the 
contribution to the Fund l'\eeds to be made and, if so, whe-
ther (a) the contribution to the Fund may be distributed 
among the beneficiaries in the proportion of the number 
of 'Special', 'N and 'B' Class level crossings and (b) the 
Union Territories should also be given their proportionate 
shares." ~ '1 

3.23. During ('vidence, the Committee enquired whether the pto-
posed change in the system of allocation of funds would be accept-
able to all the States. The Financial Commissioner stateci ,that .the 
suggestion in question had been made in the context of the memo-
randum furnished by the Government of Kerala for consideration of 
the Committee, 'l'he revised system of allocation had the merit of 
providing fun cis to the States on "nped based" principle, tha.t is to 
say, the funds to be allocated would be related to the number of 
.level crossings which were requir.ed to be bridged in a part.icular 
State. The Financial Conunissiooer, however, lubmitte4 that.in cqe 
the revlsed scheme of ctistcibution of fWlQ waa acceptable ,to ,the 
Committee, it should have eftect only in respect of futWe contri,bu-
UOIlS and thattbe contributions alreaily ~  tot.bc St.ai.e6 may 
not be e1Jeet.ed. 
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3.24. The Committee enquired how funds were at pre&eAt made 
available to the administrations of Union Territories for carrying 
out Railway Safety Works and whether the question of earmarking 
funds for the purpose from the Railway Safety Works Fund had 
been taken up with the Ministry of Transport and if so, what their 
views were in this regard. The Financial Commissioner stated that 
at present no funds were being made available to Union Territories 
from the Safety Works Fund. It was only a suggestion Jnade by 
the Railway Board and he was not aware· how far it would be ac-
ceptable to the Convention Committee. No Union Territory had 

~  the Ministry of Railways to take up the matter on their behalf. 

3.25. To a question to what extent the allocations presently being 
made to the States would be _ reduced if the suggestion was a,greed 
to, the Financial Commissioner replied that allocations to the States 
would be reduced by about 0.77 per ceIX if the funds were distri-
buted in proportion to the number of SpeCial, 'A' and 'B' Class level 
crossings to all the States and Union Territories. 

3.26. The Ministry of Railways have subsequently informed the 
Committee that references are being made to the Ministry of Finance, 
Ministry of Shipping and Transport and the Planning Commission 
in regard to the above proposal. 

3.27. The Committee note that the amounts credited to the Rail-
way Safety. Works Fund are allocated to different States in the 
aame proportion as their share of passenger fare tax which is dis-
tributed in the ratio 'Of the average of the State-wise eamiDp from 
Don-suburban ~  tramc. The Government of Kenla have 
8qpsted changes in the existing principles of allocations from this 
Fund to take into account fadors like density of populationltraffic, 
the terrain. and leniih of roads etc., in a State. The Ministry of 
Railways have also hinted that the method of distribution of the 
Fund may take into account fadors like location of the level cross-
ings and density of rail and road trame P&lsiDe over them. 

3.28. While all these factors need careful consideration, the Com-
mittee feel that any change in the existing meth-od should not be 
made without ascertaining the views of the State Governments in 
this regard. The Committee sUliest that this matter should be 
lot examined by Government in consultation with the P1amUne 
CommiMion and the State Governments. They recommeDd that 
the ext_tm, method of dilltributioll 'Of the fund to the States may 
be followed for the whole 'of the Fourth Plan period and the matter 
may be re-examined by the next Railway Convention Committee. 



, ss 
~  I (b) UtUiaatton of eM I'tlna 

3&, Refeniag to the ltatement made in Memo. No. V submitted. 
by the .1'inaDcia1 ColllDliallioner that for various l'8IIGQ8 the State 
Governments had not utilised any part of the contribution (Rs. 8.52 
crores during 1966:71 and Rs. 2.28 crores during 1971-72) made 
available to them. for meeting their share of the cost of Railway 
Safety Works, the Committee enquired about the reasons for non-
utilisation and the present position in the matter. The Ministry 
have stated in a note on the subject that on a. review of the position 
by the Ministry of Railways and the Ministry of Finance it was found 
that the non-utilisation of the Fund was due mainly to the fact that 
the various steps required to be taken by the State Governments 
before they could claim reimbursement had not been taken by them. 

3.30. Asked if any representations had been received from any 
State Government in regard to the difficulties in getting reimburse-
ment, the Ministry have stated that "on the whole, there were no 
complaints from the State Governments regarding any difficulty in 
claiming reimbursement from the Fund. The Ministry of Railways 
felt concerned about the non-utilisation of the allotted amounts bv 
the State Governments, especially ~  the speedy execution of rail-
way safety works is in the interests of both the Railways and Road 
authorities, and therefore took the initiative streamlining the 
procedure. It may be mentioned here that the Minister for Rail-
ways referred to this matter in his Budget Speech for 1971-72. The 
Railway Minister also addressed the Chief Ministers of all the 
States in July, 1971 on the subject requesting them to direct the 
State officials to contact the concerned Railway Administrations to 
finalise plans and estimates qUickly, to accelerate the pace of cons-
truction of road over I under bridges." 

3.31. In reply to a further question, the Ministry of Railways 
have stated that the procedure was streamlined in 1970-71 and the 
State Governments were advised of the revised procedure in March, 
1971. Further modification was advised in May, 1971. Briefly lum-
marised, the latest procedure is u under:-

(1) Each State should compile the list of 'New Works' in 
colUlllltation with the concerned RMlw.y Admintlltration 
by the 1st November of the year preceding the financial 
year dUring which the works are propONd to be taken 
up. Tbtl lilt douId. ..... ~  Ibow ~ C  to the 
Railway AdmiItlstration'. lett.r, tile sanctioned total esti-
mated cost, share of the cost cm.rgeable to the State Gov-
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ernment .. per .stant tu:leII Cd the expenditure pro-
posed to be met out of the Safety Works Fund. This list 
~  be iM)!fIi*" to fl\@ Jfi1ttattt't ctf ~ ail the 

IIIftftftY b'fRlfl...,. t6 the ~ Piofololia. 

(2) After ~  of the above list, th& Mint!try nf Rlil" 
ways would iliUe sa.nctions sficiWing the rrriout!f.i aplc; 
wfifth tbe ,state Govmment ean e1atin tfrlmb'Ui-Rm4mt iii 
respect of e'ach work. The state Government -M8 indi.:. 
cate the annnal provision proposed to be made by them 
in the annual Budget sttltt!ment to be SUbmitted to Fiftmte 
Minlstry vide sub·para 3 belo';ltr. Caples of these sanctions 
wilt be sent «Iso to Fffllnce Miriiftrt f)y ~ RtiivWry 
Ministry. . 

(3) On the basis of the sanctions, the State GovernlTienU; will 
request that provision may be made in the Ceritral Gov-
ernment's Sudget. for the expenditure likely to be ~ ~ 
red by the State Government as assistance frOm the Rliil. 
way Safety Works Fund, for both "WorkS:'in-progress" 
and "New Wadas". To enable the Ministry of Finaric'e 
to make necessary provision in the Budget, the revised 
and Budget estimates of assistance required from the 
Fund should be submitted to the Ministry of Ffna!lce, 
with copy to the Ministry of Railways, by 10th January 
every year indicating the expenditure likely to be incur-
red in respect of each of the works sanctioned as per (2) 
above. 

(4) The State Government may subsequently claim reim· 
bursement from their Accountant General by submission 
of Monthly Audited Accounts as prescribed in the Ministry 
of Finance's letter No. F. 14(42)-B/65, dated 8-2-1967. 

3.32. The Committee enquired about the position with regard to 
utilisation of the Funds sirice the coming into force of the milled 
procedure. They have been advised as follows:-

''Sinee 'the introduction of reviiled procedure in March, 1971, 
the Mlni8try of Rallways have issued sanction for reim-
bUrsement to S ~ Governments upto RI. 119.09 laths in 
all ib reapeet of £ertatn speeffted worka. Details of the 
.. ntthm are given bf!low. 'l'he amourlt actutily drawn by 
the Stau! Govermrimts 19atnat thi. sahethm Is being 
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~ ftofti tH ~  ~  ~  JWlve-
~  

~  

A ~  ~ 
QUiirai 

Total 

I~  13 
2'5'cjj 
?g'o:J 

6-1-1972 

();;7--rt,I12 

3'0-,..1972 

3.33. Further sanction for RB. 4.69 lakhs in respect of iMt named 
Govel'Rment of Gujarat is also under issue. 

3;34. A statemerit snowing tll:e Staie-w'is.e ~  of ~  funds 
(totartlng RB. 10.80 crores) placed at me disposal of 'die State GOv-
ernments duting ~ years 1966-67 to 1971-72, is given in Appendix r. 

3.35. During evidence, tne Co'tnmittee pointed out that although 
funds were being alloqated to the State Government since' 1966-67 
for the execution of Railway Safety Works, these had remained 
unutilised and the matter was taken with the State Governmentl 
only as late as March, 1971. The Committee enquired why difficul-
ties in this regard could not be sorted out earlier. The Financial 
Commissioner stated that the matter was pursued repeatedly with 
State Governments and also with the Ministry of Finance. Due to 
lack of response, the matter was taken up at ministerial level. In 
July, 1971, the Minister of Railways himself wrote to the various 
Chief Ministers in this regard. 

3.36. The Financial Commissioner added that there had been some 
minor proceduraL problems with which the Ministry or Fin,ance 
were concerned. These had since been sorted out and the proe6re 
for claiming reimbursements had been ~~ The main 
reason for non-utilisation of the allocations to the State Govern-
ments was that most of the overlunder bridges were in crowded 
urban localities and there were delays in acquiring the land. In a 
number of cases, the partieS l1ad gone to the Htth Courts on writ 
petition and had obtained iDjunctions. The State Governments 1l1.o 
took thne to underIt8nd the new scheme and the procedure. The 
acheme, had, howewr, no .. gathered momentum and a ff!IN States 
namely Andhra Pradeeh, Gujarat aDd Kerala bad made good pro-
P'eas in thit rqard. 
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3.3'1. To • queation if the non-utilisation of ~ 1uI1da was due to 

:the requirement of some matching grants by the State Gqvernment. 
ihe Financial Commissioner stated that so far as the total cost of 
construction of an over-bridge or under-bridge was concerned, the 
share of the State Governments and the Railways in respect 01 a 
24 ft. wide bridge was in equal proportion. The States were, how-
ever, reimbursed their portion of the total expenditure out of the 
Railway Safety Works Fund. Therefore, they were not required 
to find any matching funds so long as their share in the Railway 
Safety Works Fund was adequate to meet their portion of the ex-
penditure. 

3.38. To a further question for what reasons sanctions to States 
other than Andhra Pradesh, Kerala and Gujarat had been held up, 
the Financial Commissioner stated that there was at present no 
case pending with the Ministry for sanction. The amount of Rs. 4.69 
lakhs stated to be outstanding had also since been cleared and sanc-
tion issued to the Government of Gujarat. The Chief Engineers of 
the Zonal Railways had been asked to get in touch with their coun-
terparts in the State Governments so that the utilisation of funds 
earmarked· for the purpose was accelerated. 

3.39. In a reply to a further question how the programme for cons-
truction of o\1er lunder bridges was finalised, the representative of the 
Ministry of Railways stated that these matters were settled by 
asking the State Governments in writing about the works which 
they would like to include in the budget for the next financial year. 
Co-ordina.tion on behalf of the Zonal Railways concerned in respect 
of projects within a State was done by the Railway which had the 
largest amount of net-work in that particular State. After the 
priorities were settled, plans and estimates were prepared and the 
approximate cost of the work was intimated to the State Govern-
ments. On receipt of the concurrence of the State Government con-
cerned, detailed plans were made out of the approaches to the 
bridges and sanctions were issued. As the work progressed, the 
question of payment and reimbursement was arranged through the 
A.ccountant General concerned who regulated tlie expenditure with 
reference to the budget provision. Any overdrawal on this account 
was adjusted in the next financial year. 

3.40. The Committee enquired whether it would be useful to 
release in advance the entire anticipated expenditure on under/over-
bridges to the State Governments so that the latter may budget only 
for funds to cover land acquiSition. The Financial Commiaioner 
stated that this matter was speciftcally considered in consultation 
with the Ministry of Finance and the MInistry of Shipping and 
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Transport. It was pointed out that even in respect of construction 
of NationAl Highways where the amount involved was much higher, 
the State Governments were given funds only on rei,mbursement 
basis. Both the Planning Commission and the Ministry of Finance 
were of the view that in order to ensure that the funds were spent 
only for the purpose intended, it was necessary that the amounts 
were released only after the expenditure had been actually incurred. 
The fund was non-lapsable and reimbursement had been agreed to 
on the basis of expenditure from month to month. 

3.41. The Committee enqUired for what reasons it had not been 
found possible to implement the recommendation of the Adminis-
trative Reforms Commission rega.rding the creation of a "Road 
Fund" contributions to which should be made not only from R ~ 

way Finances but from the Central and Stale Finances as well. ThC' 
Financial Commissioner st.ated that the Railway Sa.fety Works Fund) 
as already constituted, served to some extent the purpose which the 
Administrative Reforms Commission had in view. The fund ~ 
fully financed by the Railways but they could 'not afford in the 
present sta·te of their finances, to make any further contributions or 
start a new fund. The Ministry of Transport and Shipping had also 
been ~  in the matter. They had stated that the funds for 
over lunder-bridges were already being provided out of the alloca· 
lions made for development of nationaJ highways. That Ministry 
had no specific fund for central ·financial assistance. If a ~ 

prOVision was required it would have to be discussed with and 
cleared by the Planning Commission. The Ministry of Transport 
aqd Shipping had also indicated that the Central Road Fund which 
had been created in 1929 on the recommendations of the Road Deve-. 
lopment Committee was a non-lapsing Fund to wliich contributiom; 
were made through a custom,excise levy of 3.5 paise per litre on 
motor iWirit. 80 per cent of the amount was distributed to !hI' 
States on the basis of actual petrol consumption and the balance was 
credited to the Central Road Fund for schemes for research and 
grants-in-aid. The total revenue to .the credit of the fund was of 
the order of about Rs. 7 crores per annum. The Ministry of Trans-
port and Shipping were ~  of the view that the States could 
meet their share of road ~  and under-bridges from this S ~  

3.42. To 8 question if the responsibility for construction of road 
o\-'er and under brjdges could be taken \.\p by the RaUways ~  thl.' 
expenditure incuued.out of .the proceeds oCthe Central ~  Fund. 
the. Chairman. naUway. Board stated, "If nq llJnd acquisition is in-
volved' and if it' is noJ in a built up area, we can do the work. For 
new lines we do it sometimes". 

2779 LS-6. 



60 

3.43. The Committee enquired whether the Ministry of Railway. 
had considered the feasibility of executing the neeeaary works 
themaelvel> and then asking the State Govermnents for l'heir share 
of the particular project, which could later be recouped from their 
allocations under the Railway Safety Works Fund. The representa-
tive of the Ministry stated that the principal difticulty in this regard 
was that the land required for the purpose could. only be acquired 
by the State Governments through the local authorities al1;d the Rail-
ways could do little about it. 

3.44. The FinanciaJ Commissioner further stated that in highly 
R~  areas and at the crojlsings of the National Hiahways, the 

need for conversion of level cI:ossings into,over!under-bridges was 
most urgent. The Railways were, ~  anxious that all sueD 
level crossings were eliminatEd as early as possible. It had, there-
fore, been suggested by the Ministry of Railways that ,f1,1nds snould 
be specially earmarked for construction of over lunder-bridges to the 
State Governments out ot the allocations madil for, the National 
Highway Plan during the Fifth Plan. 

3.45. The representative of the Ministty -'med so fat as he was 
aware, there may be a shortfall of approximately Rs. 50' crores in 
the funds earmarked for development of roads during' the Fourth 
Plan. This money could be utilised for construction of over/under-
bridges if all concerned agreed to the proposal. This would' atso 
relieve the problem Of unemployment to some extent. " 

3.46. Asked whether the matter had been taken up with the 
Planning Commission, the representative of -the Ministry stated tilat 
it- had been brought to the notice of the Planning Commission last 
yea.r, but was not considered as meriting assis-tance from funds 
allotted for relief of unemployment. ' 

3.47. From a note on the subject subsequently furni$hed to them, 
the Committee observe that the Ministry of Railways have suggested 
to the Planning Commission and the concerned Ministries that a 
special pattern of fhl.ancing the construction of road overlunder-
)lridges outside the nOTmal plan of the Ra.nways and the State Gov-
ernments Road authQr:ities is required during tlle Fifth Plan. 'the 
estimated outlay on this account would be of the order of Rs. 50 
erores. Salient points made in the note are given helow:-

(1) There are 257 special class, 1215 "N Class and 367e 'B" 
Class level cros,ings a.s on 31-3-1972 _. Most of these are 
situated in 1m-portant urban areas and on National High-
ways. A review of the progress made ir. the 20 years 
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commencing from 1951-52 shows that only 172 level cross-
ings have been replaced by road over lunder-bridges. The 
average number of level crossings replaced per year comes 
to only 8 or 9. Recent analysis of such works shows that 
about 15 to 16 bridges are being constructed per year. 
The progress is no where near the mark and leaves much 
to be done. 

(2) There are about 400 level crossings on National Highways. 
Practically all these qualify for replacement by road over-
bridges. In course of time, many more level crossings 
would be added to this list as State Highways arc being 
taken over as National Highways. Only about 10 level 
crossings on National Highways were replaced by road 
over lunder-bridges during the Third Plan period. There 
is a proposal to replace about 50 level crossings on Na-
tional Highways during the Fourth Plan period. Serious 
problems of road movement impeding National growth 
are likely to arise unless a crash programme is made out 
to replace all the level crossings on the National Highways 
within the next two Plan periods, or so. 

(3) Metropolitan towns are the worst hit. The cost of sche-
mes in important towns is generally very high, firstly 
because the bridges are to cater for the extra width of 
roadways to suit the existing road ~  and secondly 
because the approaches have to be specially designed to 
suit the built-up areas in the vicinity. The Road Authori· 
ties, therefore, have to bear a much larger share of the 
cost of the scheme as the exta·nt rules provide sharing on 
50 : 50 basis only for a bridge of 24 ft. width. It has not 
been possible for the Railways to enlarge their 1iRbility 
in this regard because of their difficult financial position. 

(4) The problem of detention as also safety hazards at the 
level crossings would aggravate sharply with further 
developmental activity in the country in the light of 
growth oriented Fifth Plan and further plans in times to 
come. It is high time to gear up the activity and to speed 
up the progress on elimination of level crossings. A 
modest programme for replacement of at least 250 level 
crossings in the Fifth Plan over National Highways and 
in urban areas (and a much larger number in the plans 
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following next) is the least that is req\1ifed. The special 
programme should be over ~  above the ~ plan of 
conversion of about 15 level crossings every year by the 
railways and the road authorities over State Highways. 
The proposed arrangement would thus enable elimination 
of about 325 level crossings in the Fifth Plan period. 

(5) The programme of construction of over and under-bridges 
fulfils, also the general objectives of providing additional 
employment opportunities to educated as also to unedu-
cated workers. The labour employing potentW of such 
schemes is fairly large. Roughly about 50 per cent of the 
cost of the work consists of labour employed directly and 
indirectly while about 8 to 10 per cent is the cost of edu-
cated workers including engineers and technicians. A 
scheme costing Rs. 20 lakhs has the potential to provide 
employment to about 500 uneducated workers and about 
50 educated. workers including engineers and technicians 
for a period of about one year. Such works would be 
distributed all over the country and, therefore, their im-
pact on employment would be scattered all over and not 
concentrated in anyone particular State. 

(6) Unless a real effort is made to achieve a break-through in 
the matter of replacement ()f level crossings by grade 
separated crossings by providing special funds, the road 
movement would be adversely affected at many of the 
busy level crossings, particularly in the metropolitan 
towns, other important urban areas; suburban areas as 
also on National Highways. 

3.48. Referring to the recommendatio.n made by the Railway 
Accidents Enquiry Committee, 1968 that upto 10 per cent of the 
amount in the R ~  Safety Works Fund .should be earmarked for 
manning/upgrading of uitilianned level crossings and that the Zonal 
Railway Administratiotls shouid be authorised to draw directly the 
amount 80 earmarked, the Committee enquired if the same had been 
implemented. The MitliStry of Railways have intortned ~ Commit-
tee that for implementlhg the recommendation of the Railway 
Atcidents Enquiry Committee, 1968, the Ministry of R ~  had 
sought the eoncurretu!e of the Miz:tis:try of ~  . The latter, 
w'hne agreetbg to' ihe·recomrheridatioh, suggested thllt the' Railway 
COiivehtien Committee may be kept informed about it. 
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3.49. Pending acceptance of this recommendation by the Railway 
Convention Committee. and authorisation to the Railway Administ-
ration:;; to draw directly from this Fund uptn 10 pel' cent of the total 
grant to each State Gowrnment. the Ministry of Railways have al-
ready advised the State Governments to r('serv£' ]0 p('r c('nt of thE' 
grants for the purpose of manning of un-man,n('d level crossings and 
upgradation of existing IE-vel crossings. 

3.50. The Committee enquired whether the Railway Board \\,pn' 

in touch with the experiments being made in safety devices on road-
rail crossings in foreign cOllntries such ~  automatic half barrier level 
cressings and closed circuit television surveillanc(' equipment intro-
duced in U.K. on an experimental basis. The Financial Commis-
sioner replied that Indian R ~  were also experimenting with 
these devices. The reaction of road users under thl' c(JIlditions 
obtaining in our country was being watched. 

3.51. The Committee observe that out of a total contribution of 
about Rs. 10.80 crores made by the Railways to the Safety Works 
Fund during the years 1966-67 to 1971.72, the sauctions actually is· 
sued so far for reimbursement to State Governments are of the 
order of about Rs. 1.24 crores only. The Funds $cLmllly remained 
unutilised till as late as last year due partly to the cumbersomE' 
procedure involved in claiming reimbursement and partly due to 
the difficult resources position of the States and delays in acquisi-
tion of land. 

3.52. The Committee note that the procedure has since heeD 
simplified and that aU pending cases have been cleared by tbe Min-
istry of RaHways. The Committee consider that construction of 
over/under-bridges at bnsy level crossings i!CI as much in the inter-
est of the Railways as it is in the interest of the State Governments. 
It is a paradoxical situation that while the needs are urgent. taw 
funds sbould have remained unutilised for as many as five years. 
Apart from the safety aspect, the very purpose of widening and 
improving the roads and highways is defeated if traffic is held up 
at the level crossings. Now that the procedure has been strflam-
lined, the Committee hope that the Statl' Governments will he in a 
position to utilise the funds expeditiously. 

3.53. The Committee suggest that the availability of funds for 
the construction of overunder.brtdges in respect of eacb. Siatl' 
should be adequatl'ly publicised by tM Railways and specifically 



64 

brOUl'ht to the notice of tbe State Governments concemed at the 
htrhest level. They would also like the lbilway Aclm.inistratiOil to 
take initiative in this matter and draw up long term perspective 
plans as well as 5 years and anDUai Plans in consultation with tbe 
State Governments for construction 'of over!uader-brid,es in their 
areas, havina" re,ard to the density of rail and road traftk as well 
as location of the level crossings. Tbe progrelS made in providing 
over!under-brid,es against tbe agreed programmes should be watch-
ed and mentioned in detail in the Bud,et papen aad other docu-
ments presented to Parli...uent by the Railways. 

" 3.M. The Committee further consider that in view of the need 
lor wider brid&,e. over level crossin,s on account of cie:uity of tra-
ffie, the extant rules providing the sbar'ing of expenditure on 50:50 
basis by the Railways only for a bridge 'of 24 feet widtb, need modi-
fication. .. 

3.55, Tbe Committee furtber note tbat the Ministry of Railways 
have suggested to tbe PlIlIlIling cOmmission and the eoncerned Min-
istries that a special allocation of Rs. 50 crores' may be made for 
construction of 'overluDde .... bridges at ZSO level crossings during the 
Flftb Plan. ,This outlay sh6uld be best4e! the Plan outlay of the 
Railways and the States / Road authorities. In view of tbe ever In-
-creasln&, traftlc on account of growtb of the national economy, the 
Committee are in agreement with the Ministry of Railways tbat a 
crash programme has to be launched for eliminating the level uos-
sings in areas of high traffic density as quickly as posslhle. The 
Committee, therefore, trust that a decision in this regard will be 
taken expeclitlously. In the meaarwhile, the Committee rlllCOm-
mend that the Planning Commission may clMlSider the feasibility 
of diverting part of the funds allocated for development of nationll') 
hlehways during the Fomth Plan which ar'e likely to remain un-
utlllaM 'oJ' construction of over /1lII4Ier.briqes. As stated by the 
Railway Minister in his letter of 2nd July, 1171 to Cbief MiDisters 
of .11 States "thege proposals generate immediate emploYDlent 0p-

portunities to unemployed I(l'8duate eagineers. Govel'&JDent of 
tndla sthemes of providing employment wiU also get added poten-
tial". 

3.56. The Committee further recommeaul that up to 10 per cent 
of the amount in the RaUway Safety Works Fund should be ear-
marked for manDiD&'lliPll'adinc of IIDmapned level crossings and 
tbat the Zonal Railway AAlmiai:ttrations sbould be authorised to 
4r'8\\' diredly tbe amount so authorised. 



CHAPTER IV 
DEVELOPMENT FUND 

4.1. The Develpment Fund bears (i) the cost of all works relating 
to amenitiell for passengers and other railway users including addi-
tions to existing or new works falling within one or more of the 
categories .Usted for the purpose, irretpeCtive of any monetary limit; 
(ii)the cost of all labour welfare works, falUng within one or more 
of the categories listed for the purp08e, including additions to the 
existing or new works, estimated to cost individually above 
Rs. 25,000; and (iii) the entire cost of works costing more than RI. 3 
lakhs each, falling within one or more of the categories listed for the 
purpose, which are unremunerative, but necessary for the improve--
ment of operational efficiency, including additions to the eXisting or 
new works. 

4.2. Considering that the Development Fund is fed from the reve-
nue surpluses of the Railways, the Committee asked the Ministry of 
Railways h furnish revised figures of the likely surplus during 
1971-72 and 1972-73 as well as of the likely accretions to and with-
draws.lsfrom ths Development Fund during each year of the Fourth 
Five Year Plan after taking into consideration the finanCial effect of 
the reliefs provided by the Committee vide their Interim Report to 
Pllrliament. The Ministry have stated in a note on the subject that in 
1971-72 the actual earnings amounted to Rs· 1096 crores 81 against 
the budget anticipation of Rs. 1070 crores and revised eltimate of 
Ra. 1078 erores. The revised Estimates for 1971·72 envisaged a 
surplus of Rs. 9.08 crores against the budgeted deflcit of Rs. 6.87 
crores. This improvement in the financial position wu largely due 
to relief of as. 21 :53 crores in the dividend liability recommended in 
the Interim Report of the Railway Convention Committee, 1971, and 
accepted by the PlltUament. The position has further improved 
Qwing to buoyant earnings in the closing months of the financial 
year. The final figures for the year now being worked out indicate 
that the Railways would probably dOle the year with an increased 
surplus of about Rs. 17.75 crores against that of Rs. 9·08 crores anti-
cipated in the Revised Estimates. This improvement has occurred 
inspite of the expenditure· on account of the additional Interim 
Relief given by the Pay Commission during the year (RI. 6.5 crores) , 
fiood damage (Rs. 3·1 crores), and other miscellaneous items (Rs. 9 
crores). 

4.3. The higher surplus would result in 8 larger allocation to the 
Development Fund than envisaged earlier in the Budget Estimates 

1m 
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or the Revised Estimates. At the Revised Estimates stage., it was 
assessed that Rs. 0.45 crore will be available out of su.rplus of Rs. 9.08. 
crores for allocation to the Development Fund. This allocation is now 
expected to increase by about Rs. 8.7 crores. 

4.4· The Budget Estimates for 1972-73 as approved by Parliament 
project 8 surplus of Rs. 32.53 crores. Of this surplus, an amount of 
Rs. 20.50 crores has been allocated to the Development Fund. The 
earnings so far (i.e. upto end of July 1972) are Rs. 382.51 crores. 
against tbe budget proportion of Rs. 374.68 crores. 

4.5. In regard to earlier financial forecast of revenue surplus 
during the Five Year Plan period (1969-74) as projected in Memo. 
No. IV (a) furnished to the Committee, the Ministry have stated' 
that the position in this regard (after taking into account the reliefs 
proposed by the Financial Commissioner) was as fonows: 

(Rs. in cfl1res) 

/lc1uai.< Anticipated 

1970-71 1971-72 ~ ~  Total 

-10 -20 ~I 66 

The figures of the last three years include adjustment of arrears of 
relief for tIM! first two years the accounts of which had been closed. 

4.6. The Ministry of Railways has further stated: 

Certain additional burdens have been thrown on the Railways 
since the above financial forecast was presented to the Convention 
Committee. Some of the important items of expenditure are-

(i) 

(Fin uncial effect in crares of rnpecs for a fnll year) 

Grant of second instalment of Interim Relief sanctioned by Govern-
ment in Septemher. 1972 on the recommendstin of the Pay Cc'mmissipn 14' 00' 

(ii) ImplementBtion of Miabhoy Award (Revenue portion only), 1:3' 00 

(iii) Increased cost of steel 
(iv) Increase in lh( price of coal dnring 72, • '. 
(v') Increase in Cl'l5t of (lielK!l oil 
(vi) 

(viii 

Misc. arbitration awards, sn.;h liS, Night Duty Allowance C~II  Leu\'c 
to wl,rkshop staft' etc. . ' 
I ~  in the rates of running allowance part of which not tuken into 
aCC(lulll in Ihe curlin forecast. 

("iii) Increase repuir an<t ~  expcclitne on Track, buil,lings. 
locomotives, wagons. carriages, Signalling and TclcornmllnicBtion eQuip-. 

9'00 
2'00 
I' .20 

'1'00 

~  

menl, Elcctrlcalassers due to incrtllliC in the C ~  (t ~ an,'materiah 7'00 

~  
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"The earlier forecasts will, therefore, undergo a complete change: 
A financial forecast for 1973-74 was recently made in consultation 
with the Pla,nning Commission keeping in view the traffic anticipa-
tions during the relevant year, After taking into account the above 
factors, the financial forecast taking into account the reliefs sug-
gested (by the Railway Convention Committee) should stand as 
under, Details are given in Appendix II. 

(In Crorcs) 

• 
AC!1Ia1s AnticiJ)atcrl 

1970-71 1971-72 ~ ~  Total 

-10 -20 44 IS* 50 

"As the accounts for 1971-72 have also since been closed the 
adjUli,tme.nt of arrears of relief for the first two years has been 
included in the figures of only the last two years, 

"Based on the above forecast, the position of accretions to and 
withdrawals from the Development Fund, taking into account the 
suggested reliefs, has been updated as shown in Appendix III," 

4,7, The Committee enquired whether any investments were made 
by the Railways under 'Capital' which did not increase earnings but 
resulted in economy in working expenses and if so, what were the 
reasons for not charging them to Development Fund, The Ministry 
of Railways have stated that investments of this nature are made by 
the Railways and shown in the Capital Account provided the sav-
ings in working expenses expected to be realised as a result of the 
proposed outlay are on a scale that, after meeting the annual cost 
of service of the assets, they yield the minimum prescribed return 
on the total estimated investment. Where the return e)Cpected is 
less than the prescribed minimum, the cost of the project would be 
charged to the Development Fund or Open Line Works (Revenue) 
as the c_ase may be, The cost of construction of all new lines is, 
however, charged to Capital. 

4,8, Except in the case of New Lines, the general principle is that 
all remunerative projects are charged to Capital and other projects 
which are necessary but not remunerative are charged to the Deve-
lopment Fund or Open Line Works (Revenue), In this context, no 
distinction is made whether the project is remunerative because of 
additional earnings or savings in the working expenses, The Deve-
lopment Fund has been set up to enable the Railways to undertake 

---- --- --- --._ .. .-__ . __ ... _._----- -----.. _-_ ....... ,'" .. 
• AhSUmillg :hat th_ rdi,f, Pfl)\"j'\'!J for ~  and 1972-73 were to O'lltillttC, 



such unremunerative works, without adding to their capital debt, 
as have to be undertaken to improve their operational efBc:iericy or 
to provide amenities to railway users, or to eater to Staff Welfare, 

.charging of a "remunerative" project to the Development Fund 
would not, therefore, be in consonance with the objectives of the 
Fund. 

4.9. During evidence. the Committee enquired about the ra-
tionale of 'charging the cost of unremunerative operating improve-
ments and safety works costing not more than Rs. 3 lakhs to revenue 
and those costing more than Rs. 3 lakhs to Development Fund. The 
representative of the Ministry stated that with the inception of 
Betterment Fund in 1946 the principle of allocation of unremunera-
tive operating improvements costing not more than Rs. 3 lakhs each 
to that fund which was financed from revenue was accepted but 
such works costing more than Rs. 3 lakhs each continued to be 
charged to Capital. 

4.10. Since it was considered financially indefensible to burden 
the capital with works costing less than Rs. 3 lakhs: the Railway 
Convention Committee, 1949 while accepting the need for constitu-
tion of a new Fund called "Development Fund" recommended that 
.expenditure on unremunerative operating improvements costing 
.niore than as. 3 lakhs should be allocated to Development Fund. 
Thenceforth the expenditure on such works cOBting les8 than Rs. 3 
laJdts each WH to be charged. to Open Line Works ·Revenue. This 
position had been accepted by the slicessive Convention Committees. 

4.11. The Committee pointed out that loans had been taken for 
payment of interest on loans taken earlier to finance the expenditure 
'from Development Fund. They enquired what the total liability of 
the Fund was as on date both in respect of the loans taken and 
interest accruini thereon. The Financial Commissioner stated that 
the total liability of the Development Fund in respect of loans takeA 
1md interest accruing thereon as orr 31-3-1972 and 31-3-1973 wasl 
would be as under: 

Vrincipal 

Interest 

Total: 

(Rs. in crofe!!) 

J972-711 

1971-72 (BE) (present ~  

90'17 

90'24 86'65 (as on ~  
-8' 12 (repayment) 

4'19 4'12 

94'43 90'77 
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4.12. The Committee are glad to observe that the improved fin-
aacial position of the Railways has enabled them to increase the 
aUueations to the Development Fund out of their revenue I ~ 
during 1911·72 and 1972·73 and also to payoff part of the loans 
taken in earlier years to finance the expenditure from this fund. . 

4.13. The Committee note that the total liability of the fund as 
on :nst March, 1972, in respect of loans taken from General Re"c-
nues was of the order of Rs. 86.65 crores by way of principal lind 
Rs. 3.52 crores as interest. Regarding the question whether the loan!> 
obtained by the Railway!> for payment of interest on the principal 
should hear interest at the average borrowing rate chargable to 
commercial departments Or the current horrowing rate. whil'h is 
about 1 per cent higher, the Committee reiter'ate the recommt'llda-
tion made by them in the Interim Report submitted to Parlianwnt 
last year that interest on loans whether taken to finance the ex· 
penditure on Development Works or to pay the interest on th" 
principal of such loans, be levied at the average borrowing rate 
char·geable to the Commercial Departments. 

(a) Railway Users' Amenities 
4.14, In accordance with the recommendation of the Railway 

Convention Committee, 1965, a sum of Rs. 4 crores per annum is 
allocated out of the Development Fund for provision of Railway 
Users Amenities, A list of items classified as amenities for passen-
~ S and other Railway users is given in Appendix IV. Thl' 

amount budgeted and actually spent during the Fourth Plan period 
~  far is as follows:-

B'Flgel Estimates 
ACl'lab . 

(Rs. in crorc,' 

\06'1-70 1070-71 1'171-72 IQ72-73 I ~  

~ Ho 4'00 T ~ 

'.15. Th; Committee are glad to note that the expenditure- Oii 
Railway Users' amenities during the three years of the Fourth Plan 
has been Rs. 12:03 rrores i.e., on an average of Rs. 4 crores per year 
as recommended by the Railway Com'ention Committee. 1965. The 
Committee would, however, like to emphasise that the Railways 
should give top priority to provide clean and ('001 drinking water 
and improved types of latrines for the use of passengers at the 1,lat-
forms. They also expect that electricity will be pro\'ided at Hit 
stations where it is available in the ~  

4.16, The CommitteI' note that Railways have provided water 
~  at great expense at \'arious Railway stations, but it has been 
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the experience of the Committee during their tours that they do 
not give trouble free service. The Committee would urge the Rail-
way Admin stration to ensure that water coolers are maintained in 
working condition particularly during summer and are so situated 
as to be of maximum service to the travelling public. The Com-
mittee would also like to impress that the arrangements for wash-
ing of glasses should he hygienic. . 

4.17. The Committee have noticed that the taps for drinking 
water provided at the stations are of antiquated designs. The Com-
mittee feel that high priority should be giveQ to evolve a suitable 
design so that the taps Ilre convenient to use and there is no wast-
age of water. 

(b) Staff Amenities 

4.18. Staff Amenities Works broadly cover expenditure on: 

(a) New Hospitals. dispensaries and addi ; )I': :md improve-
ments to existing ones. 

(b) New Schools <lnd culditioJ1s, alterations and improvements 
to existing ones. 

(c) New institutes, rest houses, sports grounds and read-
ing rooms and improvements and additions to existing 
ones. 

(d) Provision and improvement of health and welfare works. 
child welfare and maternity centres. 

(e) Cooling arrangements for workshops. canteens and rest 
rooms for workmen. 

(f) Provision and improvement of sanitation, water supply, 
road lighting and marketing facilities in Railway colonies. 

(g) Quarters for Class III and Class IV staff and improve-
ments to existing quarters etc. 

4.19. The expenditure on staff amenities 1,is-O-1'i,S the budget 
estimates during the last three years was as follows:-

1'}()I)-70 

tll70-7t 

t 97l·".1 
:T,:nratiw", 

-:" ('),) 

<) 0' 
Q' 2'\ 

S· ~  

q c.r. 

6· ~  O'R2 
~ 2(., o· 7Q 

~ 0'20 
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4.ZO. The Committee repet t. aoa. that titere has beeo persist-
ent sbortfall ill expenditure 00 staff amenities in ~ of the fact 
.thal there is great sbortag. of quartel'5 for Class m and Cia. IV 
staff. the expeoditure 00 wbich is met from the Development Fund. 
In view of the acute shortale of b·oasbac and their hi,h reots, par-
ticularly ia big toWDS and metropolitan cities a 1a1'l8 IUllDber of 
Railway employees, who are waiting for Railway accommodation 
and have to pay high market rellt, are sufterillg .. rious hanlship •. 
It is very essential tbat the Railways should give due Pl'iority to 
the provision of quarters particularly· to non-gazetted and other 
_sential staff. 

4.21. Now that the Government are thinking of social housing, 
the CommiUee would like the Railways to evolve a suitable scheme 
to enable the Railway employees to build houses for themselves he-
fore they r_lre. 



CHAPTER V 

REVENUE RESERVE FUND 

<a> ~ of tfl,e junJi 

.. 

5.1. The'Ratlway Reserve Fund was a creattol1 of the Separation 
Convention, 1924. under which Railway ftnatIces were initially sepa-
rated from General Finance. The main object of const'ltutlilg this 
Pund ~ " ' .. , i ~I 

(i) to secure the payment of the annual contriqutj,onto the 
General Revenues; 

(ii) • to provide, if necessary, for arrears of depreQiation; 

(iii) to provide, if necessary, for writing down or, writing .off 
Capital; and 

(iv) to strengthen the financial position of Railways in order 
that the services rendered to the public could be improved 
and rates of fares and freights reduced. 

5.2. The Convention Committee, 1949, recommended that the 
Railway Reserve Fund should be renamed Revenue Reserve Fund 
and that it should be utilised primarily for: 

(i) dividend equalisation, i.e. ensuring payment of the 
dividend; 

(ti) making up any deficit in the working of the railways. 

5.3. They also recommended that the interest accruing on the 
balance in the Fund should be credited to the Fund and not to Rail-
way receipts. 

5.4. The Railway Convention Committee, 1954 and 1960, did not 
make any change in the purposes for which the Fund could be used. 

5.5. The Convention Committee, 1965 however, extended the 
scope of the fund to amortisation of the element of over-capitalisa-
tion on the Railways. It recommended that "amortisation of unpro-
ductive capital may be commenced with the interest earned on the 
balances in the Revenue Reserve Fund being taken in reduction of 
the element of over-capitalisation supplemented by such appropria-
UO!UJ from Railway Revenue, from year to year, as may be possible 
on the financial results of each year." 

'72 
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5.6. The Fund had a balance of R$;62.89' crOl'tlS on 1st April, 
1966. Continuingdeftcit from 1866-67 OI;lW.QQI compelled. the Rail-
ways to withdraw a total sum of about RI. 68 crores upto 1gea..69 
for the purpose of equalisation of dividend. The interest of Rs. 
5.72 Cl"Ores earned during tht. period wu utili8ed for amortisation 
of part of the element of over-capitaUsation. . The balance in the 
Fund stood at a nominal amount of RI. 3.1S' erore. on alst Narch. 
1969, The closing balance as at the, end of the ,ear ~  .al 
RB. 31 lakhs only representing inve$tments in shares Q.f ~  loans to 
Branch Line Companies, . 

(b) Accretions to and Withdrawals' from the Funcl 

5.7, With reference, to the data .fW'nished by 'the Fi,naDciaJ. Com-
missioner i.e, accretions to and withdrawals from the Revenue 
Reserve Fund during the Fourth Plan period taking into account 
the reliefs proposed by him, the Committee called for a revised 
statement of the transactions from the fund in the light of the 
reIiefsprovided by them in their Ynterim :Report presented to Par-
Iiament last year. 

5.a.The Ministry have informed the Committee that the earlier 
forecasts have undergone a complete change (c.f, para 4.6 above), 
The position of accretions to and withdrawals from the Fund taking 
into account the reliefs recommended by the Committee for 1971·72 
and 1972-73 has been updated and is as shown in Appendix V, 

5.9, In their Interim Report, the Committee had recommended 
that the interest on loans taken from General Revenues (including 
further loalUl for repayment of the original loans or paying interest 
charges OIl the 1oa1Ul) ~  be paid by the Railways at the current 
borrowing rate. The tollowing Apres of the current and average· 
borroWing rates since the commencement of the Ran have heeD-
furnished to the Committee:-

~~  
1969-70 
19'70-71 
1971-72 
~  

, . 

Current Borrowills Avera.co bC'lIcwir. 
. ~ rite 

~  

S'OO% 
~ ~  

S'SO% 
Not yn IDrimatt'd 

by u..M .... 1r1 of 
~  

~  
4'43%. 

~  
4' ~~ 
4'76% 
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5.10. The reason for making a distinction in the interest liability 
·on lvans taken for financing expenditure from the Development 
Fund and the Revenue Reserve Fund is that the loans for Deve-
lopment Fund are assumed to be taken from month to month to 
finance the development works while the loans for Revenue Reserve 
.Fund are on a different footing in asmuch as it is a single transaction 
at the end of the year to meet the liability of the fund towards short-
fall in dividend payable to General Revenues. 

5.11. The Committee, therefore. recommend that the extant 
arrangement whereunder loans taken from General Revenues to fin-
ance the expenditure from Revenue Reserve Fund, including further 
loans (or repayment of the Principal or interest charges thereon are 
charged at the current borrowing rate, should continue. 

(c) Amortisation; Restructuring of RaHway Capital 

5.12. In reg:.l.rd to the question of amortisation of the element of 
over-capitalisation in the Railway undertaking, the Financial Com-
missioner has stated in his Memorandum (No. VI) that "in accordance 
with the recommendations of the 1965 Committee, the amount of inte-
rest earned on the balances in the RevenuE" Reserve Fund have 
been utilised for amortisation of part of the element of over-capita-
lisati(lll. However, only a sum of Rs. 5.72 crores could be written 
off Capital in the period 1966-69 in this way. In view of the losses 
incurred in these years, it was not found possible to supplement the 
amount of interE"st by appropriation from Railway Revenues." 

5.13. So far as the Fourth Plan is concerned, the Financial Corn-
missioner has stated that "it will not be possible to bl.iild up any 
balan::' in the Fund in subsequent years of .the Fourth Plan, 85 the 
net il:lI'plu/:i will not he adequate to meet fully the requirements ol 
even the Dc:"'('lopment Fund even if the reliefs sought in the payment 
of dividend are I,ranted. It will not be practicable or desirable to 
approriate any a1'lount directly from the revenUe for the purpose 
(If amortisati!.JIl, I~ such appropriation will only go to reduce the 
nE"t surplus, inadequate even as it is expected to be. There is, 
therefore, no prospect of any further part of the remaining element 
of over-capitalisation (Rs. 118.25 crores) being amortised in the 
TE"maining period of the Fourth Plan". 

"As amortisation in the orthodox manner by setting apart appro-
priate amounts from Revenue is not feasible. the alternative of res-
tructuring of capital will have to be considered. Such a course i., 
however an important and fundamental step having far reaching 
repercussions and hence it cannot be considered until a compre-
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hensive study is made of the whole structure of Capital, the prolia-
bility of the different elements included therein, the technical justi-
fication for any scheme of ~  the Capital as well as a 
rational and acceptable method of doing so, the general policy of 
Government in such matters, and the repercussions it will have on 
others sectors of the infra structure. Perhaps. if the tempo of traffic 
picks up sufficiently in the years to come, the viability of the Rail-
ways could be maintained without resorting to any such drastic 
remedies as restructuring of Capital which are justified only in 
extra-ordinary situations. 

"To summarise. even the modest scheme of amortisation which 
was found feasible in the three year period 1966-67 to ) 968-69. on 
the basis of the rerommendations of the Railway Convention Com-
mittee. 1965. would not be possible in the present quinquennium. 
While it must always be kept in view that it is desirable to amortise 
particularly the relatively unproductive clements of capital, the 
matter has to await better times. The more drastic step of restr\:lc-
turing of the Capita) need be taken up only as a very last resort 
and, in any case, a detailed and careful technical examinaUon must 
prec('de such a step. The question whether orthodox amortisation 
will be feasible in due course, or whether a drastic restruc-
turing is inevitable, may be taken up for consideration at the time 
of the next review of the Convention." 

5.14. During the course of evidence, the Committee enquired 
whether in view of the reliefs provided by them in their 
interim report it would be possible to set aside a part of the surplus 
funds for the purpose of amortisation. The Financial Commissioner 
stated that as per the recommendation of the Railway Convention 
Committee, 1965, a sum of Rs. 5.72 crores was written off during the 
period 1966-69. As the Revenue Reserve Fund has since been deplet-
pd. no interest was being earned thereon now. Due to the difficult fi-
nancial position of the Railwavs. it would not be possible to build up 
any balance in the Revenue Reserve Fund. The likely surplus of 
Rs. 50 crores at the end of the Fourth Plan would not be sufficient to 
meet the loan and interest liabilities of the Revenue Reserve Fund 
and the Development Fund. The Finance Ministry had ~  
been informed that the R ~  would first like> to liqUidate the 
loans <;0 that they could sav(' the interest charges thereon. 

5.15. In this connection. the Committee were also informed by the 
Financial Commissioner that the Capital structure of the British 
Railways was re-organised in 1963 when it was written down by 

2779 LS-7. 
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£ 500 million. Again in 1969, the Capital was written down by 
£ 1088 million. Thus during the course of the last few years the 
capital of the British Railways had been reduced by more than half 
of the original capital. 

5.16. The Committee observe that the Capital-at-Charee of the 
Railways includes a fairly large element of over-capitalisation 
(Rs. 118:25 crores) which needs to be amortised. It has not been 
possible to make any substantial dent into the problem due to the 
difficult ways and means position of the Railways. The Committee 
also understand that the British Railways have beeD permitted to 
reduce their capital liabilities drastically in recent years. 

5.17. Tbe Committee feel that the question whether over-capitali-
sation of the Indian Railways should be amortised and if so, during 
what period or whether the capital strudure of the Railways should 
be restructured is a complex one and will have wide repercusliions 
on other sedors of the infra-strudure needs a comprehensive 
study into all its ramifications. They suggest that this matter muy 
be examined in all its aspeds by an expert group consisting of the 
representatives of Ministries of Finance, Railways, and some inde-
pendent economic experts etc. and tbeir recommendations made 
available to the next Railway Convention Committee for considera' 
tion and report. 



CHAPTER VI 

PENSION FUND 

6.1. The Committee enquired on what considerations the Pension 
Fund was instituted and how far these had been realised. In a note 
on the subject, the Ministry of Railways have stated that the pension 
scheme was extended to railway employees in 1957. The employees 
who joined service a1ter 16th November, 1957 compullOrUy came 
under the Pension Scheme. An option was given to the serving 
employees to change over from the Contributory Provident Fund 
benefits to the Pension S=heme. In the initial stages, when rela-
tively few railway employees had opted for Pension Scheme, the 
pension payments were directly debited to Revenue. When the 
terms of lower-rated pensions and Family Pension were improved 
In 1963-64, a largE' number of staff under various age groups were 
expected to opt for Pension and this was expected to give rise to 
widely fluctuating expenditure from year to year on account of 
pensions. A Pension Fund was created in 1964 in consultation with 
the Comptroller and Auditor General and the Ministry of Finance 
10 cover this situation. . 

6.2. As a commercial organisation, it is necessary that Railways 
should provide, from their revenues each year, not only the 
amounts actually paid as pension during the year, but also the 
potential cumulative liability for the pension benefits earned lor 
each year of service by all the pensionable staff. If due provision 
is not made concurrently, the curreqt Revenue will be relieved of 
bearing its accrued lia"bility. But the deferred liability will throw 
disproportionate and unduly heavy burden on Revenue in hltllre 
years. If pensionary liability is not found out of yearly contribu-
tions from Revenue, there would be violent fluctuations in the 
financial results of the Railways when the payments assume sub-
stantial proportions in later years as more and more pensionable 
employees retire from service. 

6.3. In the non-railway departments where the employees have 
always been pensionable, the burden of pension is not likely to vary 
liO widely from year to year as in the case of Rallways where a 
number of non-pensionable employees in different age groups came 
under Pension Scheme within a short period of time. The pension 
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payments on the Railways will stabilise after some 25 years hence 
when the 'post-November 1957' entrants who are all pensionable 
begin to retire from year to year in more or less regular numbers. 

8.4. It was on the basis of this principle of evening out the 
burden of both the current and accrued liabilities, that the Pension 
Fund was created and the annual rate of contribution to Pension 
Fund determiDed . 

. 6.5. The Committee enquired whether, in· view of the fact that 
.the annual expenditure on pemions. amounted to ·8' ibtK'e· i per· cent 
of :the total <Railway Budget, there was sUftlci8llt 'jt!stiflcation in 
having a separate fund for the purpose. The Ministry of Railways 
have ~  the Committee that the annual .contrihU'tion to the 
Pension Fund was determined on an Actuarial basis by the _Govern-
ment Actuary in 1964-65 after collecting the necessary sample ,data 
from major Railways. On this ,basis 'it ,was foreseen that pension-
ary payments WIilI .Wtimately rise .toRs. 30 cro1!esa -year. 

6.6. It ·was also assessed that in respect of 80,000 railway 
employees who had opted for ~  by that time, the o\rtstanding 
pensiona.ry ·liabUJty tor, this population .alone amounted ,to Rs.75.60 
crores. Bearing this8SBessment ,inmi.nd. the GoverDmell.t Actuary 
recommended an annual contribution ranging from Rs. 12.27 crores 
to Rs. 14.41 crores for the next few years. The annual contribution 
to the Pension Fund made from year' to year compares With . the 
scale of annual contribution suggested by the Government Actuary 
as under: 

Contrib'\lion ~ AcHI81 C ~  
~ I b)l.thc Actt18ry 

--- ---_._ .. -.... _------_. ----- .... --.---.. ~ ~ .. - ... _----_._--.-
1964-65 12'27 u·co 

~  12'50 ~  

1<166-67 r2' ~ r4'CC 
1967-68 n· 07 10'30 

1068-60 p'21 IC' :c 
1060-70 ~ ~ roo 30 

J070-71 I~ 67 I~ ~  

IQ71-7:1 ~  or n'co 
101:1-7;1 (B·E.) 14"16 16'£0 

~ II,,· ~  

- .. _--- ~ ... 
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6.7. It- will be seen from the-a·1DoYe table 'that· the: tohil amount 
actually contributed, to the Penaion Fund Il'OR1' Railway' revenues 
over the years has been more or less what the Government Actuary 
hadfTee __ cWl' . 

6.8. There have, hewever, been· varitlncesfrom' yeal" to year in 
the amount actually contributed and the one recommended for the 
relevant year by the Govemtnent Aetua'ry for the following factors: 

(i) The population of pensionable employees has gone up 
from 3.77 lakh in 1955 to ~ 6.0 lakhs ·in 1971.72; 

~ Liberalisation in' the FlmUy PenatMlRules: ~  in 
emoluments due to merger of a pertion of dearness 
allowaaee' with pay; and grant of e.r-gtUtiCi pension to 
retired railway employees; 

(iii) Unfavourable revenl.le position of the ,Railways -during the 
particular years; and 

(iVl)' M-.kilftg ul"'1>f the arrears of pensionary liability in respect 
of those years when lesser annual contr!bu-:ion was made 
due to financial position. 

6.9. The contribution to Pension Fund thus represents the 
accretion relating to pensionary liability of the employees governed 
by the scheme, while the payments which are made out of the Fund 
relate to such pensionable staff as have retired from service. In 
the initial stages, the payments will naturally be lower in magni-
tude than the contribution made to the Fund. It will be seen, how-
ever, that the trend of actual pension payments shows a substantial 
rise from Rs. 2.21 crores in 19M-65to nearly Rt 10 crates in 19'72:"'; 
This growth is bound to increase as years go by. 

6.10, A re-assessment of the rate of annual contribution to the 
Pension Fund has beeome necessary as a result of merger of • 
portion of the Dearness Allowance with pay in ~  
in the number of pensionable ~  etc.' Thts're-asletllneWt<1i1af 
also been recommended by the Public Accounts Committee in their 
'Hundred and Sixteenth Report' (1969-70)-Fourth Lok Sabha-
Recommendation No. 14-reproduced below:-

"The Committee note that in view of the"liberalisation of rules 
governing the Railway Pension Fund, the "liability of ~ 
Railways for payment of pension hal Increaaed and a re-
assessment of the contribution to the Fund has become 
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necessary. The Committee would like the necessary data 
in this regard to be collected and processed expeditiously 
and appropriate action taken thereafter." 

"Action has been taken to have another actuarial exerclae. The 
scale of annual contribution to the Pension Fund will be regulated 
bearing in mind the amount re-worked by the Government Actuary. 

"It will thus be observed that the considerations which led to 
the institution of the Pension Fund have more or less been achieved. 
It is essential that the contribution to this Fund should continue to 
be made because: 

(i) With more and more staff having come over to the Pen-
sion Scheme, both the current and the accrued liability 
will considerably increase in years to come; 

(ii) The continued increases in pensionable emoluments and 
liberalisation in pension rules including liberalisation 
expected as a result of recommendation of Third Pay 
Commission are bound to throw larger burden on the 
Pension Fund." 

6.11. A statement showing the annual accretions to and with-
drawals from the fund since 1964-65, giving reasons ~  variations 
between the budget estimates and actuals, is given in Appendix VI. 

6.12. The Committee pointed out that the closing balanC'e to the 
~ of the Pension Fund had been rising steadily-from Rs. 44.09 

crores in 1986-67 to Rs. 110.99 crores (Budget Estimates) in 1972-73 
and enquired whether the annual appropriations were based on 
actuarial assessment made from time to time and if so, when such 
assessment was last carried out The RaHway Board have explained 
that the steadily rising balance in the Fund is not only to cover for 
the current payments but also the deferred liability. The pensionary 
payments will assume substantial proportions in later years as more 
and more pensionable employees retire from service. The pension 
payments on Railways will stabUise after nearly 30 years when the 
post-November, 1957 entrants begin to retire from year to year in 
more or less regular numbers. 

6.13. In 1963, when the creation of Railway Pension Fund was 
under contemplation, tQe Government Actuary was asked to advise 
about his estimates of the amounts to be set aside annually for credit 
to the proposed fund for meeting the ('ost of retirement pens:ons 
and family pensions of railway employees. 
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6.14. The ftrIt actuarial evaluation was made in 1964-63 based on 
the sample data. The asaeasment indicated that the stationary 
population of 10 lakhs railway employees who will come under the 
pensionary scheme of retirement benefits in different pay groups, 
would eventually cost the fund an annual drain of nearly as. 30 

.11. ' crores. .. 

6.15. The Railway Board have already accepted in principle the 
need to have actuarial assessments madepertO<fteally. They' have 
already collecte-i relevant data from some Railways and are in' 

~ ~ with the Government Actuary in regard to expedi-
tious assessment of the adequacy or otherwise of annual contribu-
tions to the Fund taking into account the changes that have since 
taken place in the number of penSion optees and' in thetr salary 
structure. In fact. a proVision of Rs. 20,000 exists in. the current 
year's ~ to meet the cost of this service .. Recently, another 
option for Pension has been allowed to the staff. The recommenda-
tions of the Third Pay Commission which are expected shortly will 
perhaps necessitate another option. The periodic actuarial reviews 
\':ill be mad£' in 'he context of the changed situations. 

6.16. During evidence, the Financial Commissioner informed 
~  Committee that the Report of the Government Actuary was 

lik£'\y ~  be ~  within the next six months when the scale of 
annual contribution to the fund will be regulated bearing in mind 
the amount worked by the Government Actuary. 

6.17. The Committee pointed out that actual withdrawals from 
the Pension Fund during the years 1968·69, 1969·70 and 1970-71 had 
exceeded the budget ~  n by Rs. 1.20 crores, Rs. 1.40 crores and 
Rs. 0.76 era res respectively. Th<! Committee enquired why it had 
not been possible to frame more realistic estimate3 of the pension 
liability. The Financial Commissioner stated that the actual with-
drawals during those three years had exceeded the budget provi-
<,ion due ma>ly to more employee3 retiring under Pensionary 
benefits than anticipated. The Ministry had been impressing upon 
the Railways the need for making more realistic assessment taking 
into account the latest figures of retirements etc. As a result, the 
difference between the budget provision and actual withdrawal had 
come down in 1970-'11. 

6.18. Referring to the variations between the budget estimates 
and actual expenditure under this head during 1967-68 and 1971-72, 
the Financial Commissioner stated that the reduced appropriations 
durin. these years were due to the difficult ways and means position 
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of the Railways dUlIl1g the respective periods. The variations were 
with reference to the annual contributions made to the Pension 
Fund and not with reference to the budget estimates and the actual 
withdrawals. 

6.19. The Committee note that the balance to tbe credit of the 
Pension Fund bas risen from Rs. 44:09 crores in L966-67 to Rs. 110.99 
crores (budget estimates) in 1972-73. The Committee recognise ti,e 
need for making an adequate provision for the present and future 
liabilities of the Railways on this account and to make adeq11Jtte 
provision therefor from year to year without causing any vioient 
fluctuations in the budgetary position. They nevertheless consider 
that it is necessary for the ~  to have an accurate assess-
ment, of their liabilities from time to time. They hope that the 
Report of tbe Government Actuary expected to be received in about 
six months' time will help tbe Railways to frame more realistic f'sti-
mates of expenditure from the Pension Fund. 

6.20. The Committee would also like the Ministry of Railways to 
issue necessary instructions to the Zonal Railways to frame more 
realistic estimates under this head taking due note of the actual 
number of persons retiring during the course of tbe year. 



C ~ER VD 

BUDGET & ACCOUNTS 

A~ . ~  ill ~ ~~  

7.l. The Committee enquired what improvements had been 
affected or were proposed to' be effected in the form of Railway 
Budget presented to Parliament with a view to make it more concise, 
self-expla!1atmy and meaningfut 

7.2. In a note the Ministry ~  stated as follows:-

"The structure of the Railway Budget and the method of its 
compilation are periodically reviewed and changes intro-
duced, whenever necessary, so as to conform to the 
changed conditions. Before ~  aU Railwayexpendi-
ture was divided into two demands, Capital and Revenue. 
With the separation of Railway Finance and General 
Revt>nues in 1924-25, the demand heads for Railways' 
working expenses corresponded to the departments of the 
Railways. This arrangement suffered from the ,disadvan-
tage that each demand covered groups of expenditure 
made up of hetrogenous elements. In 1947, the demand 
heads were revised so that each new demand could divide 
the expenditure of individual· Railway Administration 
under well defined groups. 

"For purposes of budgeting, ordinary working expenses are 
now spread over seven demands, namely, Administration 
of all Departments, Repairs and Maintenance o.f all Depart-
menU., Operating Staff, Fuel, Other Operating Expenses, 
Labour Welfare and Miscellaneous. In round figures, 
Administration accounts for about 11 per cent of Ordinary 
Working Expenses, Repairs and Maintenance 35 per cent, 
Operating Staff 22 per cent, Fuel 20 per cent, Other 
Operating Expell8el 5 per ~  Miscellaneous f per cent 
aDd.Labour Wellare3 percent . 

"Each of the. above demands is sub-divided RaUwaywise and 
into ~  blocks of. expend.ture. Under the. existing 
arraDgemews. the Working Expenses ~  divided into a 
number of groups and each ~  eomnrtlll!S expenditur .. 
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of the same character and is, therefore, weU-defined. ~ 

example, under each RaHway, the Repairs and mainte-
nance Demand is divided into repairs and maintenance of 
track and structures, Locomotives, Carriage and Wagen. 

~  Electrical Services, Signal and Tele-communica-
tion Services and other Expenses. Similarly, OperatiOlI: 
Staff under each Zonal Railway is divided into ~  
Staff, Carriage and Wagon Staff, Steamer Staff, Traffic 

Staff including staff at stations, Electric traction staff and 
Signal and Telecommunication staff. Likewise, 'Fup.l' 
under each Railway is divided into 'Coal', 'Other Fuel' i.e., 
Diesel and Electric current for traction. Other Opera\.inll 
Expen:;l;!s comprise expenditure on stationery and form .. 
and tickets, handling and delivery charges, compensation 
for goods lost or damaged, general electrical services, 
clothing and stores, etc. Miscellaneous expenses include 
Contribution to Provident Fund, other contributions ann 
IJrants, compensation for accidents, catering expenses, etc. 
Lahour Welfare is distributed over Medical Department, 
Health & Welfare Services, Education, Canteen and other 
staff amenities, 

"It may be relevant to point out here that as the Indian Rail-
ways are a commercial concern, owned and managed b:v 
the Government, the accounts of the Railways follow the 
E'ssential requirements of commercial accounts and at ~ 

sar,u' time conform to the formalities of government 
accounting. ~  Article 150 of the Constitution, ~ 

form lr which the Railway Accounts are maintained is t f , 

be prescribed by the Comptroller and Auditor Gpn'!ral of 
India. 

"For the purpose of mai!ltenance of accounts and day to day 
control of expenditure., 'Ordinary Working Expenses' are 
traditir.nally classified by Departments, namely, Civil 
Engineering, Locomotive Traction, Carriage & Wagon, 

~  Traffic:, Gent'ral Departments, Signal and Tele-
communication, Electrical and Miscellaneous. Expendi-
ture of each of these is further broadly sub-divided into 
Administration, Repairs and Maintenance and Operation. 
These classifications are known as "Abstracts of Accounts". 

"The precise classification in accounts of expenditure which 
goes into each of these demands is specified so that there 
is coordination and a close link maintained between the 
accounting classification and the Budget format. 
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"The ~  arrangements of the units under which the 
Workmg Expenses have been divided are of a reasonable 

~  These secure a reasonable efficiency of control over 
Railway expenditure and at the same time provide a 
timited latttude to Railway Administrations to ~ 
pdate funds within each unit. 

"ThE: works expenditure was divided into three demands in 
1947 as against two in the past. These three demands 
were for (i) Construction of new lines (Demand No. 15). 
(ii) Open Une Works-Additions (Demand No. 16) and 
(iii) Open Line Works-Replacements (Demand No. 17). 

"Ill 1949-50. two more works demands were added; Demand 
No. 12 -Open Line Works to cover expenditure on 'minor 
works' costing not more than Rs. 10 thousand each and 
Demand No. IS-Betterment Fund (Passenger Amenities) 
t.o provide for expenditure met out of the Betterment 
Fund on 'Passenger Amenities'. 

"In 1950-51, a separate demand (Demand No. 9-A-Labour 
Welfare), later renumbered as Demand No. 10, was 
introcuced for dealing with expenditure on Medical faci-
lities. Health and Maternity Services, Education, Canteens 
and other amenities provided for railway staff. The 
expenditure on these facilities was earlier included under 
Demand No. '4 (Administration) and Demand No. 9 
(Miscellaneous). 

"1r, terms of the R~  of the 1949 Railway Con-
vention C ~  a Development Fund was' constituted 
for financing expenditure on 'Passenger Amenities. Labour 
Welfare and Railway Projects which were unremunera-
tive'. This involved the merger of the then existing 
Betterment Fund with the Development Fund and necessi-
tat.ed changing the nomenclature of Demand No. 1800;-
Betterment Fund (Passenger Amenities) to Open Line 
Works--Development Fund. The Demand No. 18 now in 
effect covers expenditure on all 'Passenger Amenity' 
works' irrespective of any monetary limit, 'Labour Welfare 
Works' costing over Rs. 25 thousand each and 'Unremune-
rative Operating Improvements' costing over Rs. 3 lakht;. 
Consequently. Demand No. 12 was also split into two 
parts--Demand No. 12-A (Open Line WorD-Revenue-
Labour Welfare) and 12-3 (Open Line Works-Revenue--
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Other ~  Lacour Welfare). Tht' former wall 'I) \.over 
the· cost of 'Labour Amenity Worksl eomngnot more than 
Rt-. 25 thousanti each; while the latter to provide for the 
expenditure en 'Unremunerative Operating Improvements' 
tosting not more than Rs; 3 la1ms: ~  deMands wert" 
subsequently re-numbered as Demand No. 13 and .Demand 
NO'. 14 respectively. 

"ThO! Railway CenventiO'n. CO'mmittee O'f 1949 al1;e recommend .. 
ed ~  of an annual dividend at a fixed rate to the 
General Finances. This resulted in opening up a new 
Demand No. 20 for the 'Payment of Dividend to' General 
Hevenu€s'. 

"From the financial year commencing from 1st April, 1963, 
certain further changes in the structure of the Demands 
for Works Grants were made. These in brief were: 

(a) The former Demand No. 13-0pen Line Works-Labour. 
Welfal e and the fcrmer Demand No. 14--0pen Line 
WO'rks-Revenue-Other than Labour Welfare, both 
being chargeable to' the same Revenue head, were com-
bined mtO' a single demand, referred to now as Demand 
No. 13-0pen Line Works-Revenue, with the following 
detailed heads: 
(a) Labeur Welfare Werks-

(i) Staff Amenities; (ii) Staff Quarters 

(b) Other Works. 
The works hitherto charged to' Demand No. 13 were shown 

agaJnlt the detailed ·head 'Labour Welfare Works' and 
those charged to Demand NO'. 14-Open Line Works-
Revenue-Other than Labour Welfare, included under 
the detailed head 'Other Works' in the new Demand re-
ferred to. 

(b) The former Demands No. 16 & 1'l-Open Line Wcrks-
Additions-and Open Line Works-Replacements-· 
respectively. were merged into a single demand and 
rderred to new as Demand NO'. 15-0pen Line Works-
Additicns and Replacements. 

(c) In order that multiple budgeting fer the ume item in the 
system of gross budgeting was reduced to the minimum. 
and inflation cf the gro.s demand ob.,c.ted 10 the extent 
possible, issues from 'Manufacture Suspense' to Works 
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anc:l Services, funds for which were provided within the 
same ·Demand as the 'Manufacture Suspense', head, 
were ~  a reduction of 'Debit' for the purposes of 
Gross Budgeting (as was done in the Case of 'Stores 
Suspenlle' with effect from 1-4-1960) and not as a 'Credit' 
~  the gross demand, as in the earlier years. In 

the case of 'Stores Suspense' also, issues for fabrication 
etc, Viol., to 'Miscellaneous Advances Capital' within the 

~ demand, were taken in reduction of 'Debit' for the 
purposes of GroN Budgeting. 

"In t 964-65, consequent upon the fntroductilm of Pensfon 
Scheme on the Railways, two new demands were created 
in this connection ·(Nos. U-A and l1:.B) to operate as 
"contributions to, and withdrawals from, the Railway 

. Pension' Fund." 

"In· 1965-66, another impOl'tant change was made 11:1 the struc-
ture of <lemands for grants for works expenditure. The 
Demand No. 15-0pen Line W:>rks-Additions and Re-
placements and Demand No. 16-0pen Line v.(orks-
Development Fund was ·merged into a single demand 
which was thereafter ref.erred to as Demand No, 15-
,Open Line Works-Oapita1, Depreciation Betlerve Fund 
'and Development F1md. ~  · ... ition ,to 'Nducing the 
number of demands the merger of the two demands was 
sought to eliminate some more of the' multiple budgeting 
for some items which inftated the gross demand. Issues 
from 'Stor.es Suspense' and 'Manufacture Suspense' to 
works and services chargeable to Development Fund were 
to be taken as reduction of debit for the purposes of 
Rl'OSS budgeting within the .. me deman"d, Instead of as 
. credits'" w1tich were to figure outside the Rross demand. 
In its place, Den!l8nd ll-B-Withdrawal from Pension 
Fund was renumbered as Demand No. 16-Pensionary 
Charges-Pension Fund. 

"Over a period of years separate Demand heads have been 
provided for appropriation to Depreciation Fund, Pension 
Fu.nd and to Development Fund; for payments towards 
Amorti2;ation of over capitalisation, repayment of loans 
from General Revenues etc. 

"All in' all, there are 21 Demands for Grants. Considering 
the magnitude of Railway expenditure, these are not too 
many in number. This arrangement of Demand3 is 
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intended to provide an adequate machinery. ~  
grants are now obtained from Parliament for the gross 
expenditure and ~ for 'net' expenditure, I after taking 
into account the credits and recoveries. This has enabled 
better managerial and financial control on the total ex-
penditure without being influenced by ftuctuations in 
credits and recoveries. 

"From the foregoing. it will be observed that the structure 
of the demands has been periodically reviewed to meet 
the changing requirements of Parliamentary Control and 
commercial' methods bf control so that it may be possible 
both for' the legislature and the Government to see how 
far the variations from the original estimate of expendi-
ture are justified and also to relate variations in expendi-
ture to variations in traffic. These changes in the Demand 
structure, it may be mentioned are made in consultation 
with the Comptroller and Auditor General of India and 
the Ministry of Finance. These changes are also brought 
to the notice of the Parliament through the budget docu-
ments as and when made. 

-In conclusiOn, it may be submitted that the existing arrange-
ments have stood the test of time and have provided 
meaningful and precise information on important aspect; 
of Railway expenditure to the Parliament and in turn 
to the public at large. Each demand for grant now has 
an explanatory note appended which explains the nature 
of expenditure covered by the Demand. This feature 
was introduced from the year 1953·54. In addition, an 
Explanatory Memorandum on the Railway Budget is also 
circulated as a part of the Railway Budget documents 
giving in detail the financial position of the Railways. 
the progress of expenditure against sanctioned ~  
demand for additional expenditure both for the current 
year and the new year and any other feature necessitat-
ing detailed ~  

"Financial statistics are also now maintained by the Railways 
to enable the administration to watch regularly the 
trends of tPaffic on the one hand arid the trends of work-
ing expenses on the other. The structure of the statistics 
is also reviewed and changes introduced to enable better 
control being exercisrd. Of late, a pamphlel containing 
"A Review of the Performar.ce of the Indian Government 
Railways" is brought out annually and circulated along 
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with the Budget documents. This pamphlet reviews 
Beilway performance against the background of national 
economy. the growth of freight and passenger traftlc, 
analyses the utilization of railway aaeta and describes 
the quantitative and qualitative improvements made to 
handle the growing volume of traffic. Another publica-
tion "Indian Railways" is also made out every year and 
circulated ~ with the Budget papers giving the 
general reader salient facts and figures about the Indian 
Railways and their working during the year and the 
progress made by them during the Plan Periods. Recently 
another booklet called "The Central Facts and Major 
Problem'" of the Indian Railways is being circulated after 
presentation of the Railway Budget to enable the 
Members of the Parliament to have a first hand back-
ground knowledge and information about the problems 
of the Railways in their true perspective and their 
achievements during the period. These background 
pamphlets conSiderably help the Members of the Parlia-
ment in better understanding of the Railway Budget. 

. 'Likewise, whenever any adjustments are made in the fare 
and freight structure of the Railways, a separate Memo-
randum is included in the Budget documents explaining 
the rationable of the proposals and their likely effect on 
the important commodities involved and their price 
structure. 

"It will thus be noted that every possible effort is made to 
make the presentation of the Railway budget as informa-
tive and ~  as possible and thi5 is a continuing 
process," 

ProgrAmme, Planning And Budgeting Sy.tcm , 
7.S. The Committee. enquired if the Railway Board had con-

sidered the question of introducing the Programme, Planning and 
Budgeting (PPB) system so as to ensure that the budgeting activity 
is linked up with the planning and deciding activity in .eneral 
management and that cost; are properly analysed and interpreted 
with a view t:> making available purposeful financial statements to 
managements et different levels. 

7.4. In a note, tbe Ministry of Railways have stated as under:-

"Programming, planning and budgeting implies that the 
budget should be prepared in the context of actiVities I 
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prolrammes for whichspendq decisiOns 'have to be 
'.ken. What is intended . is 'that -the ~  exercise 
for internal management shouldshoweaeh activity/ 
proiNJllffie separately in'the budget aDd-the provision 
therefor should be split up by its components. It is 
believed that this would enable more effective control to 
be exercised on the expenditure than the" present system. 

"So far as expenditure of capital nature is concerned, each 
work or each item of machinery and rolling stock is 
shown separately in the budget and the split-up of the 
cost by its components is shown in the detailed estimate 
therefor. Control is exercised both against the financial 
provision in the budget and against detailed estimate. 

"In the case of revenue expense budget, the expenses under 
detailed and sub-detailed heads of accounts are regroup-
ed in such a manner as to indicate the ~  in-
curred on distinct functions or activities. 

"The main functions are General Administration, Repairs 
and Maintenance and Operation. The expenses under 
each Demand are split and shown separately for each 
Department whkh is held resp:msible for the budget 
allocations . 

.. Budget estimates of expenditure under fuel (Demand No.7) 
and workshop repairs in rolling stock (Demand No.5) are 
framed by correiating the expenses with the appropriate 
unite; of performance. For instance, expenditure under 
fuel is linked with gross tonne kilometers and engine 
kilometers and workshop repairs costs are ~  to the 
number of lbtomotives coaches and· wagons periodically 
Jverhauled in workshops. The expenaiture on ~ 
!lent way maintenance is predominantly dependent on 
gana strength which is fixed on the basis of work studies 

~ into account the density of traffic. terrain, gradi-
ent, curves, etc. hese three items of expenditure, i.e., 
operation, fuel and repairs and maintenance, account f.or 
about 40 per cent of the total ordinary wqrking expenses 
of the Indian Railway,. 

"Other items or expenditure include General Administration 
(Demand No. 4). Ordinary repairs and maintenance of 
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rolling stock and other assets (Demand No.6 otber than 
workshop repairs of rolling stock and maintenance of 
track and structural works), Operation .(Demand No. 6 
and 8), Miscellaneous Expenses (Demand No.9) and stafl 
welfare expenses (Demand No. 10). Not all these items 
of expenditure could be correlated with any units of 
phYSIcal performance for purposes of short-term projec· 
til?n. The budget in respect of these items is not fixed 
de novo every year but only on marginal or inoremental 
basis, i.e., an assessment made of the additional amount 
that would be required or savings that may be expected 
to result in the emuing year on the basis of the various 
factors like increases in the costs of stores and mate-
rials and wages of. staff, non-occurrence of unusual event 
and general increase in traffic. Provision for additional 
l'itaff is allowed only when the antiCIpated activities justi-
fy the same and there is no cushion in the existing &taft' 
!It.rength. This provision of additional amount in the 
budget ba,ed on detailed justification is itself a kind of 
fi.nancial control. 

.. At the divisional level, the Divisional Superintendents and 
the divisional officers-Divisional Mechanical Signal and 
Telecommunication, Electrical and Civil Engineers, etc., 
-are made responsible for budget allocations. Monthly 
reviews are made and discussed in the divisional officers' 
meeting, Costs or expenses are pyramided. General 
Manager,.; of Zontll Railways have details of expenditure 
Department-wise and function-wise compared to budget 
allocations. General Managers are accountable to the 
Ihal'd for ensuring that the respective budletary allot-
ments are adhered to. 

"The fundamental i'ssue is whether control in monetary terms 
-could be made effective at all levels. At the operating 
level .. the immediate control which involves knowing 
what is happening and.ding quickly to make changes. 
when necessary. does not require ftnancial eontrol. For 
-example, the rate of consumption of fuel could be con-
trolled ~  driver .. wtse in eaeh sheet. Detention 
-of 1Ir&I0IlS in yard. and performance of lbuntiJli engines 
.could be controlled separately in .. ell,.rd.. Control on 
ibese ~  perfomUlDcet would. automatically be re-
.lected in tbe Rnancial pcture. 

2'1'18 LS-8. 



"'urther, it is riot apparent tha't ~ I  these work units 
in monetary terms would add to their elfectiveness at 
the operatinJ' level. Even if. it is' done, because of data 

~  time involved, ~ Win not be available in 
time. But knowledge of certain standard unit costs, such 
as cost of shunting engine hour, coS't of provision of a 
wagon or locomotive, would induce cost consciousness 
amongst staff at the operating level. These unit costs. 
updated peribdieally are propoSed to be e;thibited pl'Q-
minently at th'e works sites t() attract attention of the 
staff . 

.. At the higher echelons of management hierarchy, financial 
control is exercised through review of statistical results 
and work units of physical perfonnance as well as by 
watching the progress of earnings and expenditure under 
the various heads and sub-heads. The main function of 
higher management is to monitor the effectiveness of 
supervision and' control at the lower operating levels. The 
management report in financial terms will indicate the 
broad areas of functions where expenditure is out of. tune 
with the anticipated performance. In this direction, the 
statistical results and work units of physical performance 
as well· as the periodical ftnancial statements and reports 
assist the management and trigger a series of probes into 
physical performance. In other words, the financial 
control mechanism is not an end in itself but is only a 
means to an end." 

7.5. The Committee would also like to draw attention of the 
~  of Railways to the following observations made in the. 
t\epol't of the Team of World Bank experts (1970) in this regard: 

"The budgeting procedure in no way measures manqement 
performance or allocates financial responsibility, , .. We do 
not consider that the present system of budgetary control 
is effective in the encouragement of sound financiJl man-
agemElnt." 

7.6. The Team further observed: 

"BUdgettrig bY fridban lMIways is aetuldly the ~  of' 
, se't* df. ~  estin1ates ftir ~ by Gov-
eilIlil'e'il't ~  .UOCaflOri of pUblic: ftinda loT the coming 
year's operations ~ •• i ~  le'vel; Vit!' examined. 

, . '_ ... I.:" .: 
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t!te ~  procedure, the process of budget preparation 
is one of meeting a Parliamentary procedurfll need rather 
than to provide a control mechanism of financial manage-
ment," 

7.7. The Team had ~ ~  that "It is our view that tht> 
firt.'t step should be to aut back on the volumf" of data produCt>d by 
the Indian Railways' system rather than add to thf" amount of data 
produced", They had further pOinted out that the preparation. of the 
budget was not to be seen so much "the fuWilment of a part of the 
~  to enJlhle headquarters to fill in the right forms in the right 
time but rather a realistic forecast of proposed activity expre98ed in 
cost terms." 

7.S, The Committee note that t&ere are 21 Demands for Grants 
in reglll'd to the Railways and that the structure of the DeDlands 
has been pem,dlcaU'y reviewed to meet the growing requirements 
of accountability to Parliament and changes in accounting systems. 
The Ministry have also stated that the existing arrangements have 
stood the test of time and have provided' meaningful and precise in-
formation on important aspects of Railway expenditure to the Parlia· 
ment ncl' 1ft tum to tlte public at large. It Is pertinent to note In tills 
eonnee1:tOn that tire World Bank Team did not consider the present 
system of hutlt'etary cGntrol on ttle Halfways to be effeettve tor trre 
purposes- of "sound ftnandar maaage1llem" and bad empbasised tile 
need' tb- tat baek 0lI tlte vota'llte or dWta produced by tlte Jndtlu Rail· 
ways System". They had desired that the prep8l'8tion of the budget 
sho!,ld aim at "a realistic forecast of proposed activity expressed in 
cosf temnr". The COIhlllittee have aho seen the annual aepOl'ts of 
the 8i'tt1aJl lbiIWaYII Boai'd amY are impressed by the condlle mIlD" 
ner of pmentation of tie ftDnct.l resuitt. of the workhla' of the Bri-
tish Railways and their activities durin&, the coarse of tlte, YPlUt. 
WbUe the Committee appreciate the anxiety of the Railw., Board 
to keep ~  and pubIlc informed of the various facets of 
their aetivities, tbe Ibasl of data elven ha the Ballway Buelret gapen 
would not appear to rreatly laMente the purpose ha view. What Is 
needed Is that meaniqful data eorelatIDg eosts to results mould be 
presented la a limple and lucid manner 10 as to be easily under-
standable by i &,attn. ..... II .. tile more ~ al mas.ive 

~  ~ -lac made on the &ailways and tM Capital-at 
Chup of *be........ ba 1ttl.71 b .. alread,. rileD to &hout 
Ra. 3500 erorea .... 18 _ .... to IDereue ... ~  in tbe I'IftIa 
and subiequent Plan periods. It II neeeuary that the &an.a,.., .. 
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a premier public: undertaking should keep Parllameat fully inform-
ed about its ~  in aU vital aspects of worldat in a maDDer 
easy and intelligible. so that the future investments may be judged 
in their proper per.spedive. 

7.9. The Committee would therefore like Government to under-
take a comprehensive review of the form and tODtent of the Rail-
way Budget and the number of Demancls for Grants as weD as the 
various documents accompanying it. with a view to rationalisillll 
and simplifying their contents in the interest of proper accowttabi-
Iity to Parliament and the public. 

7.10. The ~  suggest that In view of the complexity of 
the task. the review may be entrusted to a small Task Force consist-
ing of financial experts drawn from the Ministry of Finance. the' 
Railways and the Comptroller and Auditor General of India. This 
,'ask Force may also co-opt eminent experts in the field from the 
Institutes of Management, Institutes of Chartered Accountants and 
Cost Accountants. 

7.11. The Committee note that the Estimates Committee hHvc, 
in their 24th Report (1,97t.73) pointed out that the technique of 
performance budgeting has yet to be perfected. They have empha-
sised the need for an integration of the Performance Budget with 
the Demands for Grants. As stated by the Committee. Parliament 
would be more interested in the prescription of norms and .tand-
ards which would enable them to evaluate and critically review the 
work of every Ministry. 

7.12. The Committee .recommend that the terms of reference of 
the proposed Task Force may also include the que$tion of prepara-
tion of a performance budget by the Railways as an ~  part 
of tbe Demands for Grants. 

7.13. The Committee would like the Railways which are the old-
est undertakblg, to· introduce Performance Budget according to a 
time bound programme so that it can act as a model to other pub-
lic uUBties. ' 

B. Modernisation. of Accouatinc Procedures 

7.14. The Committee enquired when the existing system of ae-
C9l1DtlnS on the Railways was introduced and whit imprOVements 
hl'd been made therein 'in recent years in the light of present day 
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management needs. . In a note on the subject, the Ministry of Rail-, 
ways have stated as under: 

"(1) The existing system of accounting on the Railways was 
introduced in their basic form in 1927 based on a report 
submitted by Sir A. Lowes Dickinson, M.A. F.C.A. assisted 
by Mis Price, Waterhourse and Co. on a specific assign-
ment from Government of India . 

.. (2) The following are the pdnaipal changes which were intro-
duced then to place railway accounting on a sound com-
mercial basis:-

(a) Accounts are to be kept on the basis of work done and 
services rendered by the Railways and of work done for 
the railways, both expressed in money values and en-
tered in the books as at the time when the services are 
performed or the work done. and whether paid for or 
not. 

(b) The accuracy of accounting is secured by basing them on 
a system of control accounts with which all the detail 
accounts must automatically balance, the detail accounts 
being written up from the original documents while the 
control accounts are written up from summaries of those 
documents. The system of control extends throughout 
the Accounting system over Stores, Workshops, Traffic 
and Expenditure. It ensures that at least two and fre-
quently more independent persons are involved in the 
figures which ultimately reach the first books of accounts 
and that those in the subsidiary books and records 
balance automatically with those reaching the general 
books from the same original sources but by different 
channels. This system coupled with the payment of 
wages and bills by the Chief Cashier or his representa-
tives, ensures as far as practicable the accuracy of the 
accounts and the prevention of errors and frauds. The 
system also ensures that the loss of or alteration in any 
of the original documents after they have once been 
prepared and certified mUlt be found out through dis-
agreement with the control account. Tbe new system 
with the assistance of mechanical methods was to avoid 
a great deal of the detail work and duplication that ex-
iJted earlier, w" to ensure Jreater accuracy aad eoa-
dace to l1'8ater _peed in the preparation of final aCCO\Dltl. 



(c) T~ Railwayashould pr,epare Profit & LQss aecoutl-t ~ 

a balance sheet. at the end ofellch year . 

.. (3) The system closely followed the pattern latd down for the 
American Railroads by the Inter State Commerce Com-
mission. 

"(4) The basic aims of the Ilystem arel 

(8) b(>tter pr(>sentation of commerical results; 

(b) earlier prepartion of acoounts. and 

(c) compilation in various details in forms that will 
be5t assist the executive and Admiuistration to 
secure efficiency and economy in working., 

"(5) A number of changes have been introd,uced during the 
years since. These chaQges have not affected the general 
structure of the accounts but ,have enabled us to achieve 
the three basic aims of the system indicated in para 4 
above to a progressively larger extent. 

(a) Better ,pTesentation of commercial results 

U(i)Tbe final accounts of tbeRailways now include a Block 
Account. Expenditure of a capital nature incurred on railway assets 
is Classified under four heads viz. Capita,l, ,Depreciation Reserve Fund, 
Development Fund and Open line Works-Revenue. To give an 
overall picture of the expenditure of a capital nature as distinguish-
~ from the expenditure actuallychuged to Capital (loan account), 
a separate account is compiled namely, a Bloak Account giving the 
eptire expenditure of a ~  nature irrespective ,P£ the head of 
.acco,unt to' which it has actually ,been ~  The Loan Account 
wijl&iXe ~ th.e extent ,ofexPeridit,l1reactually ~  to loan 
capital, The balance ,she,et re$lect all the Med and floating assets as 
in ~  .blQCk ~  

(it) In addition, the Raihvays also now prepare statements of 
funds and their utUisaticin brlnstll' out the e1l:tent to which the re-
quirements of capital nature have been financed' from internal 
sources. 

'(b) ·fteflM'me!lO >in .... tMthed-of ~  of Accounts. 

7.1G. The ;accoUllting sy.m,baa bean·,rdned'.nd advantage has 
.-en ttakenof,the il1trociuction'·-of. ClOIl'lf)UterstoJ.,eed up accounting 
and-tO\UI make the information .. ~  earlier. 



(1) Change in tile basis of aceountal· of freight tfaftle from 're-
ceived' to 'forwarded' hasishas speeded up accOuntal. The 'received' 
basis in vogue earlier had the draw-back that it delayed the ac-
cOuntal until the invoice was received at the destination station. The 
·forwarded' basis captures all transactions in account at the earlier 
point of time which is when the invoice is booked at the forwarding 
stat jon. Further, the invoices are now brought from the stations to 
the Electronic Data Processing Centre by couriers on the following 
<lay in case of large stations and within a few days in the case ~  
smaller stations. 

(ii) The accounts of the Railways are now being closed quarterly 
generally in the' same way as they are closed annually. This will 
curb the tendency to carry out large adjustments such as freight on 
loco coal only towards the end of the year and hence speed up the 
accountal resulting in accounts reflecting more correctly their actual 
performance. 

(c) Compilation <ietaiZs in the form that will assist the fl¥'TI4gement 

.. (i) A great deal is being done to enable the managemnt to WIe 
the figures pertaining to past operations as refiected in accounts as 
a guide to the future. This is being achieved by the progressively 
greater use of management accounting teehniques. Effort is being 
made to.present purposeful. upto-date,ftgures, In the form required 
byllie ,management, for ~  day.:today operations andereat-
ing policy, '. , 

U(ii) The Railways now compile information on ItIle JnQ,vement of 
500 commodity groups. The information required by Marketing and 
Sales Staff in this connection ill :made available to. ~  within ~  
days. 

"CiU) Tl)e ~  ~  ~~ ~  S ~ I  ~  
~  ~  I ~ ~~~ I  ~I  ~~ ~ ~~ C ~~ ~~  

~  equipment. In,order to ~  ~ 'cort,ttol to ~ 
~ ~~  on the ~  ~~ ~ ~~~  eXP,ensesot ~  ~  
tbe. ~ ~  ~  ~ ~~  ~~~ ~  mto. ~~ ~ 
~ A ~  ~~ ~ ~~ J T ~~~ ~ wit .. ~ 
lJW)t). Jl ~~ ~~ ~ ~~~  ~ ~ ~  '" h'the 

I ~  E ~~  ~~  ~ ~ ~ ~ ~ ~ ~  Of, ~  
the J?xpenses ~ ~  to steam, ~ ~  ~  ~  a.re being 
~  ~~~  I ~~  ~  in acro,uottiig ~  are 

'Pl4er. C ~ ~  ~~  ,to ~  the classtfl.catlon to bring in 
~ ~  ~~ I  pi, ~  ,as ~ to' ~  ~  ,eOIt 

under ~~  . ~ I  
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"(iv) The accounts are also being analysed to cost various opera. 

tions. Traffic costing has been introduced inter aZUl to assist the-; 
management in rate making and in project profit planing. It may 
be mentioned here that the Railways are now using Discounted Cub 
Flow technique, using only incremental revenues and expenses, for 
assessing the investment worth of a project. 

"(v) Computor assisted inventory control is being introduced to 
avoid hold-ups due to run out of stock as well as to adjust the level 
and timings of procurement and stock taking. The Stores Officers 
are regularly supplied with upto-date reports of stock status on an 
exception basis. 

7.16. To a question whether the Railway Board were considering 
any further restructuring of the accounting system with a view to· 
making it an important managerial tool for effecting operation im-
provement and to achieve economy consistent with efficiency, the 
Ministry of Railways have replied that "No restructuring of the ac-
counting system is comtemplated. Nor would any such change 
appear to be necessary. As far as we are aware the essence of the 
structure of Railway Accounts in India is similar to that of railway 
accounts in other developed countries. The present structure has 
also stood the test of time. This does not mean that the railway 

~  has not responded to a need for change in the past or will 
not keep abreast of modern developments in the future. The pro-
gramme includes computerisation of larger fields of accounting and 
statistical activities and use of accounting as a tool of management 
to a greater extent.'· 

7.17. Referring to the written reply given by the Ministry that the 
existing system of accounting on the Railways was introduced as fal" 
back as in 1927, the Committee enquired during evidence whether in 
view of the enermous increase in the Railway operations and their 
complexity as well as in the deveropment of accounting skills, the 
Railway Board had considered the feasibility of a thorough everhaul 
of railway accounts so as to ensure that the accounts were main-
tained in such a manner as to aid management decisions. The Fin-
ancial Commissioner stated that the basic principles of accounting i.e. 
double entry book-keeping. accountal on accrued basis, internal con· 
trols etc. remained the .ame. Although the existing system of accounts 
was patterned on the British model, the process of refinement to aid 
management decisions, was a constant one. Changes were being made 
from time to time, so as to keep pace with change of traction. 
modernisation etc. Complete information was avallable to the Rail-
ways about the sections and gaules on which tbey were incurring 
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loss or making profit. The operation of uneconomic railway lines. 
was being constantly watched. The efficiency indices for each Zonal 
Railway were being watched from month to month and year to year. 

7.18. In regard to a question how the efficient working of the 
Divisions was watched, the Financial Commissioner stated that the 
Zonal Railways were given targets for additional goods traflic to be 
achieved during the year. The same were distributed by the General 
Managers to the Divisions. So far as the financial results were con-
cerned, the earnings were watched over every 10 day period i.e. 
thrice a month at the Zonal level. If a similar exercise had to te 
carried out in respect of each division, it may not serve any purpose. 
On the other hand, it might cost the railways a lot of more expendi-
ture. He added that since the traffic targets were given, the earnings 
targets were also automatically fixed sinet' loadings were ultimately 
converted into earnings. 

7.19. In regard to a qucstion why production units were n::Jt main-
taining any profit and bss account, the Financial Commissioner 
stated that all the products from these units were transferred to 
the Indian Railways at cost. The production accounts were being 
maintained. Norms had been fixed .for ,each operation both in 
regard to man-hours and materials requircd to complete a job. Carp-
ful watch was kept over the execution of the works, supply of 
stores, and utiliSl:ltion of manpower. It was also seen that there 
was no loss, waste of manpower or resources and that there were 
no delays. Each production unit had its own financial Adviser and 
Chief Accounts Officer to go into these matters. There was also a 
representative of the Comptroller and Auditor General viz., the 
Chief Auditor to examine the accounts. Besides, the Railway Board 
also saw to it that the cost of production was always comparable 
to international levels. 

7.20. In re91y to a question whether any significant features had 
come to notice in the accounts for 1971-72 which were compiled ~ 
the basis of a new procedure of apportioning earnings and expendi-
ture among the Zonal Railways devised to ensure that these were-
correctly related to the workload performed, the Financial Commis-
sioner replied that in the first instance, full ct:edit was now beiDa 
given. to the Railways for doing transhipment and terminal opera-
tions. Secondly, expenditure incurred by one Railway on behalf of 
the another was adjusted through debits/credits for services render· 
ed. For instance, previously the Southern Railway wu not getting 
full credit for the expenditure on maintenance of G.T. and DeluAe 
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~  Unc;ier. ~  ~ C ~  ,dqe .oredit was ~ ~  given .tQ 
;tbe Southern Railway for tqe ~  ~  As the'procedure 
had been .introduced with effect from 1st April, 1971, the systeql 
was expected to stabilise during the current financial year. Some 
.complaints had been received from the Zonal Railways that they 
were not getting credits etc. The matter was proposed to be dis-
cussed with all the General Manager and it would be ensured that 
instructions in this regard were fully complied with during the 

.current financial year viz., 1972-73. 

7.21. So far as the question of apportioning the earnings betwel'n 
Divisions were roncerned the Financial Commissioner stated that 

. this ,had to be done only ~  and Gauge-wise. T~  General 
Managers h,ad been given discretion to quote station to station 
rates. If the same discretion was given to l!'le DiviSions it would 
result in confusion and "there will be any amount of ~  

7.22. The Committee pointed out that the Study Team of the 
Administl'ative Reforms Commission had stressed the need f.or 
setting up a Committee of ex;pert railway officers to review the 
.v .. ~  ,provisions ~ ~  in the Accounts, General and Engi-
neering Codes and modify them to suit the etftcient functioning 
of the Railways. The Committee enquired about the ressons for 
delay in taltinJI a decision in this regard. The Financial Commls-
sioper stated: 

.. I confess there has been some delay in implementlng this 
recommendation of Administrative R~  Commission 
Pers::mally I feet that we should accept this recommenda-
tIOn and should take action to implemeat it." 

7.lIS. To a question. whether .it jW.$ zwt. de.irab1e ~ ,b,ave;_ ~
tinuous review of the whole problem, the ~  Commi..tJ$ioner 
stated that "continuous review is done by the various agencies and 
by the various'Direotorates, ·but ~  from t4e qoo.tiAuous ~  

there must be':;al periodical .W'holeule ~~  ~~ S  ~ ~ ,cot\t.i.p.J.1-
ous review, we come to ,amendmattel'.a only ,as ~  ~  our 
notice. What .the A ~ R  ~ ~~  Qas ~  
ed is to sit and review aU :the-,codes at one stretch ~ I thirMc .we 
should do it." • 

7JIt.To afu.tber ~  ,.w.bether any ~ ~  ~  
actually -eJJeatied ~ Ule J.-t 5 ~  a ,result ~ ~ ~ 
.of ·accounting ·.Proaect14f'S ~  x-e¢llCtion )p . ~  ~~  
wwlrlaad indifterent ~  the FUWlcial C ~  ~ 
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that on the traffic accounts sIde. simplification of the procedure had 
given relief· to the Stati:m Master who were very hard-worked. 
Secondly, computerisation had enabled the Railways to keep cent 
per cent check of all invoices and had helped reduction of casp::; of 
underinvoicing etc .. whieh itself came to serval lakhs 10 a y(,ar So 
far as the clerical workload was concerned. 142:1 pC5tS wen' [{'ndl'r-
ed surplus when mechanisation of accounts was introduced. After 
computerisation another 3b clerical posts WNC' rendered surplus. 
By stoppIng fresh l'('cruitmt'nt and bv filling lip of rl'tlrt'm('nt 
vacancies from the ~  rendered surplus all such staff had bCl'1! 

absorbed. 

7.25. The Financial CommiSSIOner added that the Railways Wf.·re 
large borrowers of foreign exchange from the International Develop-
ment Association (IDA). The accounting procedures of the Rail-
ways were therefore. examined not only by their own teams but by 
outside experts also who were specifically asked by the Interna-
tional Development Association to look into these matters. In 1969 
a team of two experienced and well known British Accountants was 
sent by the IDA t3 examine the Accounting System of the Railways. 
The report submitted by the team indicated that they were ~ ~  

with the Accounting system of the railways. 

7.26. The Financial Commissioner added that ()ne ,of the major 
improvements recently made was adoption of the cliscounied cash 
flow method of examination of a project which wal> :(;@sidered 
everwhere to be th" most rr-odern and .be:t method of finanCial 
analysis. This system had been adopted for .1111 projects about 
Rs. 20 lakhs. The Railways had also stjlrted ll:ling var41us ~  

statistical methods like regression analysis, exponential smoothing 
!"te. 

7.27. In this connection, the Committee would Uke.to I',ep,oquce 
the following observations of the World Bank T ~
cd the ~  procedures of the Rqilways in J969··,70;-

"The overriding characteristic of ~  acc.olJV.Wo\g. ilnd ~ ~  
cal system is on the one hand, a vast Jun0l#nt (if rd:et.ailed 
ipformation. recurrent ~  ~  ~~ \he oalcWa-
tion and ~ tion ()f ratios of both Ope.rlltions and 
costs throughout the system. On the oiher hand. the 
Nolume ofinfol"ft'lation, the way in wht«t it iff1pres@flteci 
4Dd 'he put"pclSe for whieh it is preeented, has ~ 
statistical and budgetary· contJ'ol a routine. and ~  
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exercise undertaken and produced by a bureaucratle 
elite. The effect i.; the growth of a reporting procedure 
and allocation of resp:msibility in retrospect. What is 
required is a simple, brief but meaningful presentation 
of data and which is topical." 

. "The information should be appropriate to the performance 
being measured. The produce fringe or only indirectly 
related information is to c:mfuse the issue." 

" What must be avoided i., the need for a reallocation of ex-
penses after the accounts are produced so as to produce 
"functional" or "responsibility" accounts ...... Our view, 
in common with many seni:Jr officers of the Indian Rail-
ways, ~ that many Railwaymen are excessively orientat-
ed to operating a railway as opposed to o!Jerating-a rail-
way at a profit." 

7.28. The Committee are glad to observe that the Railways lire 
alive to the need for refining the accounting procedures to keep 
pace with the development of accounting skills and with the increas· 
ing range and variety of Railway operations due to changes in the 
mode of traction and modernisation in several spheres. Change-
over of aecountal basis from 'received' to 'forwarded' basis for frei-
ght trafti.c:, processing of invoices received from stations at the Elec-
tromc Oata Processing Centre and quarterly closing of accounts are 
some of the important refinements stated to have been introduced 
by the Railways in recent years.. Adoption of the Discounted Cash 
Flow Technique for examination of the &nancial viability of all pro-
ject. costing Rs. • lakhs and above is another welcome step taken 
by the Railways. The need for C'Ompilinl data in a form as to assist 
the 'maDq'ement in controlling day-to-day operations as well as ill 
lakin, decisions has also been reeocnJsed. 

7.!t. WhUe due credit must be given to the RaDways in this re-
gard, the Committee would like to Impress upon the Ministry the 
need for evqlvlq a fully developed system of 'ReQonsibility Ac-
eountlnl" as emphaalaed by the World BaDk Team. in their .pOIt. 
Ballway Manapmeai at aU levels have to realise their individual 
respoDsibility for their sectors of the costs. As stated by the World 
Bank Team "Many R ~  are excessively orieated to operat. 
iDa a Railway as oppoeed to operatin. a Railway at a proftt." 

7.30. The COIDIIIIittee hope that the BaJlway Board win take 
__ Miate IJUI'IM*fal steps to reerieDt the &eeOUDtiq procedures 110 
as .. su'blerve lb. above ebjeetives. 
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'1.31. The Committee further obeerve that the WorW Blink T ... 
had aderlined the Deed for eliminatiDe supedluoua dauiftcationl 
which are now out of date and irrelevant to contemporary need •. 
In order to meet this criticism. the Railways are DOW eontemplatinc 
further chances in accounting classification so as to reorient the 
clauifieation to bring in functional break-doWD of coats .. opposed 
to merely lfstiDC 01 eor.ts under various beadings. The Committee 
desire that this task should be completed with expedition. 

7.32. The Committee, however, regret to note tbat the lUinistry 
of Railways have not so far been able to implement the recommen-
dation of the Study Team of the Administrative Reforms Commis-
sion that • committee of expert Railway Oftleers may be appointed 
to review tbe various provisions contained in the Accounts, Gene-
ral and Engineering Codes and modify tbem to luit present day 
lieNS. They expect that action in this regard would now be expe-
dited and a comprehensive review of the accountinc procedures 
would be undertaken immediately. 

'1.33. Tbe Committee would like the Ministry of Railways to re-
port to the next Convention Committee tt.e procress made tn 
further refininc the accounting procedures in tbe directions men-
tioned above. 

C. Manacement Accountancy 

7.34. The Committee enquired if the system of manaiement 
accountancy had been introduced on the Railways and whether the 
services of, any specialised institution were obtained in this regard, 
The Railway B::lard have stated in a note that "Modern Manage-
ment Accounting" practices are being adopted ~  on the 
Railways. While keeping a historical record of 'financial transar-
tiom continues to remain a basic accounting function, greater em· 
phasis is now being placed upon making accumulated 'experience 
a more useful guide to actions which would affect financial result,; 
in the future. It is recognised that the modern view of accounting 
service as a management tuol demands that figun!s relating to the 
pest operations should be presented and used primarily as guides 
to the future; Railway Accounts Officers are endeavouring to wb· 
mit purposeful, uptodate, information, in the fonn required, as a 
means of controlling current operations and projections of the pro-
bable ~  as a guide to planning. 

'"OpfratJng Managers had formerly relied UpoIi intuition All$! 
personal observation3 to supplement ,the liniited' f\nancl81 
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daM aVBillltile trom ~ l'CeO'Qhtk:· ~ ~ ~  ·'the, 
runctktns of' gatlleri.u, ~  ~  Ii broad' 
range of ~  it'lfOiination is' ~  S~ I  \'he 
te8poMibHity ()f the Aecou"ts' ~~ S  . . 

"The Railway& have not obtained, the serviees· of' any !If!MeiB-
lised institutions for this purpose. Management a-ooount-
ina practices are ~  ~  itltrowoM- by ~  
Railway Accounts Officers themselves who are develop-
ing their functloons ~ me frildittoriai' ~ ~ of 
financial ~ ~  emerging ~  of M'l:tnRe-
ment a(:couflltant:& on the railways is a prod'Uct of ftteit' 
uwn cOmpetent ~ of SOle finariciai aeeourftirig func· 
tion. 

"Railway Accounts Offioers are undertaking ~ addi-
tional functions which are the erowing edle" of ~ 
work of management accountants and ar.count for their 
management view-point and participation. They arf> 
designing forms' of financial and cost control- ~~  that 
provide each managerial level with the most useful dlta 
at the most appropriate time. They are educating ~

tives in the need for control information and itt the ~ 
of using it. They are working closely with top manage-
ment on long rartge programmes artd policies. They com-
bine their training and experience in both management 
and accounting, 

"The underlying service that the management accountant 
provides, and that is basic to the services that go bl!yond 
it, is the operation and improvement. as may be neces-
sary, of an accounting system that provides vital infor-
mation to management. It needs to be merttioned here, 
therefOre, that a great deal is being dOne to improve th .. · 
existing system of accounting taking full use of the in .. 
troduction of ~ The objectives are to': 

<a) S}DeM 1fJ) aecountin.g and production of· fi,utle$; and 

(.b) present the tMnue& in the form tlYrt is best to- aaeist the-
execatives and. admim.tratiOB to Becwe ~ aaci 
economy in working. 

'the ~  aoeou.l\t& of oGata income ... QtJeNl1i.toPe and 
~ ~~ ~  material ~  to east- and in.ve .. tory con-

trol. 



"The' preslftt limttercl elalNdftellflon of acedants is not best 
sutttd fof giVlftlJ" tr1@ld\iftWft,ll iWfotmation', It is' 1!if!i'nJ! 
reviwd to provide a fundional break-down of east as 
OPpOsed'to merely listing costs under various )readings, 
At the' !IIl'me time, steps are beinS taken to evalwte the 
cost' behaviour ena'l'acteristics of the funetiol'\'S or activi-
ties of the major spending departments. T ~ ~  
would define units of work against cla!l!lifieation of 
actOunting and break-up elements of costs into control-
lable and rron-e<mtrollable item!t so that eo-rehrtion 
between output and cost could be established. TheSt: 
steps w::>uld enllble the Railway A ~ Officers to pro-
vide d8'ta which measures upto the require men ts of faets 
for problem. solving and decisioll-m«king without the moeod 
for speCial studies at every time. 

"Somewhere ahead in the future, it would have to be con· 
sidered ~  standard costs can be used for budgett-
ing. Well designed standards could normally be convert-
ed into perspective costs. H::>wever, changes in the prict's 
in our country and variations in operating conditions re-
sulting from, say, unexpected floods, the deterioration in 
law and order position may render such standards o{ 
little practical utility, their use, may end up only in 
officers c:>ncerned havin& to render more and more ex-
planations for variances over which they have little or na 
control. 

"When fully developed, management accounting on railway", 
would be a service phase of management proper rather 
dian a service to management from the outside of ~ 
management gr::>up, rhifJ does not imply dominance 01 

direction from the ~  but a sharing in the over-
all proces,s to which he would contribute at almost at all 
potrits. The ettectiveness of this contribution, however, 
wctuld depend entirely upon providing a range of infor-
mati-on that is comprehensive and, also, for any particular 
~  cOndensed and pointed. The effort il> 

to ~  the pOte-ntiaiities of accounting fully to be ahlp. 
U) prMde ibtontultfon in tbis manner and thus serve as 
all deetive manaftmeht tool.·· 

7 .•. ~  me C ~ enqaimi vrity the Katl.a,. 
HIRI It8t ~  f/t6Pfit to' ptoeUte t&! ~ 6f ~  

~ .tfth 'it ftw f6 ~  ~~ ~ ori' 
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the Railways and whether they had exposed their own stai! to 
modem methods of management accountancy. The Financial Com-
missioner stated that about 45 Accounts Oftlcen had been JeDt abroad 
under the various technical training schemes. Apart from seminars 
and symposia organised by the Railways from time to time, manage-
ment accountancy had been introduced as a regular course in the 
Staff College at Baroda. The Financial Commissioner added .. I had 
personally felt that we should get some outside consultancy also. We 
have approached the Administrative Staff College, Baroda, the 
Indian lnstitute of Management and some private consultants and 
various other people, and referred to them specific problems. After 
studying the whole problem we have found that they no not have 
anything very material to suggest; theirs are only marginal or 
fringe suggestions. Even then, we have not given up hope. Recently 
we have asked the Indian Statistical Institute to undertake a 
thorough study of coal movement, because there has been criticism 
ab:>ut this matter. In fact, the lSI wanted a high fee of nearly Rs. ~ 

lakhs, but even so we have agreed to it, as we thought a new look 
at the problem from the operations research angle will be usefu1:" 

7.36. The Committee enquired about the facilities available to 
to the supervisory 'staff of the railways for training in management 
techniques and whether these were adequate. The representative of 
the Railway Board stated that the supervisory staff in the non-
gazetted cadre of the Railways were imparted training in manage-
ment at the Zonal Training School of each railway and at a slightly 
higher level in the Centralised Training Institute at Chandausi. The 
content, duration and periodicity of the training courses organised 
in the Zonal Schools were decided by the concerned Railways to 
suit their local needs. Guest Speakers from professio!'l.al and leading 
organisations like the Productivity Councils, industrial concerns etc., 
were invited to deliver lectures on various management problems. 

7.37. The representative eof the Ministry added that in connec-
tion with one of the recommendations of the Railway Accidents 
Enquiry Committee 1968, the question of importing training to 
supervisory staff in management techniques was reviewed in conSUl-
tation with the Railway Administrations and the Board decided that 
the existing arrangements for the purpose were ade!luate. The Rail-
way Staff College at Baroda provided initial traiDing course te 
probationary officers and refreshen, short term and spedal eourses 
for senior ofBcera. In addition, fadlities for traiDiDg in muagement 
had been developed at the colleee which ~ the aeeda of the 
·railway. in relation to IAfety IMaU1'II aDd rail..., operatloDl. 
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During the .Jast three years, 138 Administrative 08laer. had been 
trained in management courses at the College. 

'U8. It was further stated that 5 officers had also been deputed 
for training in non-railwQ institutions like the Indian Institute of 
Management, Calcutta and Ahemdabad and the All India Mau,. 
ment Association, New Delhi. The Board's policy in regard to train-
ing in non-railway institutions was that railway personnel should be 
sent fo! training in such institutions only when considered abso-
luWy eaential and not as a matter of course. Training of railway 
officers in non-railway institutions had equipped the concerned oftl-
cers with the requisite knowledge for . tackling management 
problems. 

7.39. The Committee enquired whether the Railway Board hac:l 
taken advaDtage of the training eourses organised by the National 
Institute for Training in Industrial Engineering, Bombay. The 
representative of the Ministry stated that a few officera had been 
sent there for dealing with specific problems. The services of tI!e 
Institute bad aJso been obtained for dealing with some of the prob-
lems of Suburban Traftlc in Bombay. The question of utiliSing 
services of the Institute in a greater measure was under considera-
tion. 

7.40. To a question about the main functions of the Eftlcleney 
Bureau in the Railway Board, the representative of the Ministry 
replied that the Bureau was required to undertake investigation into 
specific problems of BaUway workill. in the fields of eperatiOdi 
workshop outtum, repairs and maintenance etc. with a view to ayt-
tematising practices, securing economy and improving performance 
in the various departments of the Railways. ·The object of assIgn-
ing these investigations to the Efficiency Bureau was to enable the 
Railway Board to take major decisions in regard to manage mea'. 
operations, practices and procedures on the Railways. -

7.41. The ~ of the Ministry added that apart fram 
undertaking the above types of investigations, the Efticieney Bureeu 
was aJlIO entrusted with varying items of work which were more or 
less of a continuous natm:e. There were: 

(i) Working out aDd maintaining the Zonal. and Divisional 
'worklo8d and operating-eum-eftleiency lDdiees of indi-
vidual Zonal Raflways and Dlvl8ions with a view to ~
tng the RaIlway' Board to arrive at deeiekms with regard 
to the requiremeftfs of p8noru1el and orpnfIatioDal Jet-up 
of the t..al Batlwa;'- and DivtlloDl. 
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(11) Reviewing the trends of staff strength in individual depart-
ments of the Zonal Railways with a view to maintaining 
control on the growth of sta1f vis-a-vis the workload. 

(iii) Reviewing the working of the Railways in the context of 
the operating ratio. (This work had just been assigned to 
the Bureau). 

(tv) Engaging and keeping liaison with the outside consultants 
as specifically directed by the Board in cases where outside 
consultancy was considered desirable. 

7.42. The Committee observed that the reports broug!1t out by the 
Efficiency Bureau during the last three years appeared to indicate 
that they were dealing with specific matters of sectional nature only. 
They enquired whether it was not necessary that the services of the 
Bureau should be utilised for studying major problems which would 
help the Railway Board to reach management decisions and to effect 
economy and efficiency in their work. The representative of the 
Ministry stated that the very large size of the Indian Railways and 
the different conditions varying not only from Railway to Railway 
but from Division to Division, clearly limited the usefulness of any 
investigation undertaken by the Efficiency Bureau on all India basis 
excepting those which were of a general nature. In cases where the 
applicability, feasibility or superiority of specific practices or policies 
had to be investigated, it was necessary to select several representa-
tive sections in different parts of the country for study. The findings 
,of such studies could always be used for taking dc1sions on a wider 
scale and in areas where conditions were more or less similar. 

7.43. The representative of the Ministry assured the Committee 
that while undertaking individual studies, they did not lose sight of 
the broader canvas. For example, a study of the utilisation of steam 
locomotives on the Northern Railway had enabled the Board to apply 
the result to all other railways. Thereby about 563 steam locos (BG 
256 and MG 307) were found surplus. Up to 4th July. 1970 as a 
result of this study, 297 steam locos were condemned and 137 kept 
in good repair, stores thus accounting for 434 locos. 

7.44. The representative of the Ministry further stated that as a 
result of an intensive study of Southern Railway it was found that 
the fall in the operating ratio was mainly due to the formation of the 
South Central Railway which took away from the Southern Railway 
the paying portiODl of lOme of the sections. It was allo found that 
some of the services rendered by the Southern RaUway to other rail-
ways were not given full credit. A change was accordingly made in 
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the Aceounting System as a result of which the working reswts of 
the Southern Railway had shown distinct improvemenf during the 
last three 'Years. This was also true about the North-Eastern Rail-
way. 

7.45. To a question to what extent the work study units of the 
Zonal Railways and the Efficiency Bureau of the Railway Board had 
succeeded in employing modern techniques like operations research. 
linear programme, queueing system of planning and scheduling et.c. 
in respect of various operations with a view to improve productivity, 
increase effiCiency and effect substantial economies, the representa-
tive ot the Ministry replied that these techniques were being progres-
sively mtroduced on the Railways. The follOWing steps were being 
taken in this regard:-

(1) Suspects like linear programming, queueing theory etc. 
were being taught in the Railway Staff College at Baroda 
regularly. 

(2) Various study courses were attended by Oftlcera and other 
personnel of different Departments to acquaint them with 
sound basic knowledge of modern theory of operations re-
search. 

(3) Separate courses on these subjects were being conducted 
in the Railway Staff College, Baroda for the benefit of 
senior oftlcers for a period of six weeks. Such COUt8et1 
were proposed to be conducted regularly. 

(4) Direct applications had been made of these theories in the 
Railway Working... . 

'The representative of the Ministry added: 

"At the same time, I say that we are not fully satisfied with 
what has been done. We are thinking of increasing the 
scope. One point is that these operational research cou.nes 
are given to junior officers or middle level ofIlcers i.e., 
OfBcera who have been promoted to the junior administra-
tive grade. We are also thinkiDg of extending theee cour-
lieS to heads of departments, General Managers, Members 
ot the RatlWay Board etc. _that they. could participate in 
these ooura. aDd take advanta,e of them. We alJio propote 
to IItait • aeparate DiiectoNte" operaUoDal r.nearch In· 
the Board. W,e are al" thiDkingofdeputing Oftken from. 
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that Directorate to the various Zonal Railways 80 that they 
will be able to give leetures on the spot, which could be' 
attended by senior oflieers like Heads of Departments aDCI 
General Managers. Thereby we can widely d!ftuae this 
knowledge. We also will produce some pamphlets 
with a practical bias in a question and answer form so that 
We can explain the problems that arise every day in the 
actual working of the Railways. We are thinking of 
enlarging this programme and making it applicable to the 
top levels of management." 

7.46. The World Bank Team of Transportation and Distribution 
Consultants have, in their Report observed as follows in this l'E:-
gards:-

"The eJlormOUS Railway organisation, operating under central 
Government control, is responsible for complex railway 
operation in a vast country. The task of management is. 
substantial. It is not surprising that a comprehensive and 
inflexible system of operational and financial contro1s has 
developed over the years in an endeavour to meet the need 
to control and develop rail transport". 

"The accounting, statistical and costing controls, with which we 
are concerned, are extremely elaborate .... The data which 
the control system produces is considerable in volume 8Jl'd 
comprehensive. The system itself is a relentless develop-
ment of a system built up many years ago. It has been 
added to and occasionally substracted from but never fun-
damentally changed." 

"In our view, the need is not only for Railway managers to be 
persuaded of the need to reappraise the system. but even 
more important, to examine the fundamental objectives of 
management and then desilW 11 control system to enable 
those objectives to be fulfilled." 

7.47. '11le Committee nete that althoulh the Bail .. )'S are alive 
to the need for evolvt.c a system of 1Il8JIq ...... t Kcoutaney to 
... We them to take expeditious weU-ealcal.ted dedi_ii wblle 
ban", tile C4DpIex problems of RaIlway A .... istratlen, they 
have, t.y ad Iarp, relied apon their own pereemael to develop tile 
manapment teelmlqaee. RaIlway ~  ~ we atatetI .. 
be "elUleaYOUl'lnc to sa"" ,., ... bI, apte"'e .......... . 
...... of eoatrolllat earreat ... 1 .............. 'II ." the ,... 
baWe tatun as a .pIde to ,......... . r 
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'1.61. 'I'IIe Committee CODSider that DO elective ~ of moderll 
..... apmeat a«ountaacy has been developed .. the ...... ys aad 
Aut' the operational and ftDantial controls exerebe41 are ~  

D41. ',..,..ted 'Therefore the acbievemellts ill tbll fteld, belDl 
, a aat., _ iar from satisfactory. The Committee conslder that 
~  slow, 8h , • .. of operatine a vast net-work for over a hund-

with their expene.ftct. "ould have taken more concrete and pur-
re4 yean. the Rail.ways ....... . combinin it ill the system which 
poseful steps in this direction It) .. L" ery ntoderD a d the 

ak th t • h·1 .. y v n, m es e en Jre manalement P I 01010_ _ W rid Baak Team it 
techniques uptodate. As pointed out by the •. 0 ..... aocl examine 
is high time for the Railways to reappraise the .y....... "OIltrol 
the fuadamental objectives of man .. ement so that .fteathr. ~  -
systems could be desiped to enable the oDjectives to he ~ 
It i& of the utmoat importaace that the Railways eet ap ayatelBadt! 
plaJID.iDg uad eoatnl system with a view to d • ..., eleuly mad-
8pJDeDt objectives and strateeies aDd plans to aebleve t .... ~ .. 
tives and evolviq llonnS to mODltor perfonnuee ...... the ow,. 
jectives set. For this purpose. there is need to introduce an eflec ... 
tive system of manaeemeat accouataDcy on the Bailways as ex.,... 
ditiOUlly as possible wlalch would act as a tool of maDalement con-
trol and provide conCUl'l'ent and purposeful data at all straterrfc 
levels to reach appropriate decisions. 

7.49. In thi i connection, the Committee would like to draw the 
attention of the Ministry of Railways to the appointment of a high 
level Action Committee by Government to examine interalia the 
suitability of systems management and adequacy of admiaistrative, 
IIccountine and technical procedures foUowed in public undertaking" 
and to sugeest chanee5. The Committee consider that the Task 
Force recommended earlier in paragraph 7.10 may also be entru:o;t-
cd with the responsibility of critically examining the acCOUDting and 
admini5trative procedures on Railways with a view to pro\idillR 
manaeement accountancy. as an aid to management decisions at 
all appropriate levels of control. 

7.50. The Committee further consider that it would be Wieful for 
the Railways to expose their ofticers to modern methods of manltj(c, 
ment by sendin, personnel drawn from different sapeniaory leveJs 
for ~  courses conducted by the lastltutes of Man-
agement in the couatry. A regular system of invitiDa- DlaDaaement 
experts for deUverlnl lectures In the RaUway Stal CoDeee, Baroda 
and other trainlae scheols of the Zonal RaUwa,. would abo be of 
mutual _neSt. 
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7.51. The Committee Ilote that at present ~ ltailw.,,,, lane Jl sys-
tem of internal audit by the Financial Adviser and Chief A ~  

Officer on each Railway. The Committee eOllsidel.' that tbe feasibility 
of utilising the services of Cost AccOUIltantalClaartered Accountants 
and Management Accountants, ou,taide the RaHways, on payment of 
moderate fees to examine the workinc of the various establishments 
of tbe Railways and sulcest avenues of improvement and earninc 
more revenue may be got examined by the Task Force recommend-
ed in paragraph 7.10 in the intetest of 'operational eftleiency of the 
Railways. 

D. Traftle costing 

7.52. The Committee have been informed that one major deve-
lopment in the sphere of statistical compilation in recent years is 
in the field of traffic costing. Systematic analywis of cost of opeta-
tion is being done fOJ' good. services and arrangements are under 
way for costin·g palSeDger services. It has been stated by the Rail-
way Board that "cost analysis is a continuous process and takes 
into account the changing ~  of traffic and. improvements in 
operating techniques and technological improvements. This ana-
lysis serve. as a potent tool for management in the sphere of 
investment planning, costing the different segments of rail trans-
port, framing the rate structure with an eye to the costs of trans-
port etc. The cooting cell forms the special charge of the Joint 
Director, Statistics." 

7.53. The Committee enquired during evidence about the broad 
findings of the studies made in regard to traffic costing so far as 
goods services were concerned and whether it would now be pos-
sible for the Railways to quote differential rates for different com-
modities and for different destinations with a view to increasing 
the earnings. The Financial Commissioner stated that a number 
of studies had been made regarding goods services and the freight 
structure of several commodities. It had been found that the 
freight rates for nine commodities were so low that they did not 
pay for the cost of transportation either on the B.G. or on the M.G. 
for any distance. These commodities were-tire-wood, charcoal, 
farm yard manure, grass (green or dry), sugarcane, fruits and 
vegetables. bamboo, fodder (bran) and iron ore for export. Besides, 
these. 8 commodities were carried at below cost on the MG for all 
distances tliz. foodgraJns, bonerneal, iron ore, manganese ore, tiles 
common (roofing), oil-cake (manure or fodder) cotton unpressed 
lind cael. Because of the tapering effect of rates, certain commo-
dities did not pay for their cost hl'Yond specific ~ S on BG and 

... , 
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there were a number of goods which did not pay beyond 1,000 
Kms. In fact, some of the commodities did not pay even for the 
first 100 Kms. on the BG and for any distance on the MG. 

7.54: In regard to differential rates, the Financial Commissioner 
stated that the existing freight classification of goods traffic did 
provide for ditl'erential rates for different commodities varying 
from cateeory 30 to category 150. Above category 52.5, it could be 
said that the traffic was profitable. But the commodities falling 
below category 52.5 did not pay for all distances. Enhanced powers 
had been given to the Zonal Railways to quote special station-to-
station rates without any constraint in order to make rail transport 
fully competitive with road transport subject. of course, to the 
condition that the rates quoted were nor below cost. 

7.55. In regard to a question how long it would take to ascertain 
the cost of passenger services, the Financial Commissioner stated 
that the study of coaching costing had just been taken in hand for 
the first time on the IndillIl Railways. 'I11is study was to be done 
in difterent phases like costing for mail, express and ordinary pas-
senger trains, costing for different classes of travel etc. It was 
hoped that the estimation of cost for mail, express and passenger 
trains would be possible by about middle of next year. 

'7.56. In this connection, the Committee would like to draw 
attention to the following observations made by the Team of Wor14 
Bank experts:-

"The need to estimate whether or not 'a traffic is worth carry-
ing on the railway and if together with all other traffics 
it makes an improvement in the net operating results 
is more important when margins are slender than 
when they are not." 

"The principal objectives of introducing traffic costing as a 
separate organmation are: 

(a) to study the pattern of cost in rail and in competitive 
transports; 

(b) to develop and improve methods of cost assessment; 

(c) to carry out studies of the. costs of particular opera-
tions 80 as to discover the range of costs in various 
circumstances and the factors which have an impor-
tant effect on cost levels; 

(d) to explore ways in which the information obtained can 
best be presented to give a picture of the profitability 
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of aerviees and 80 that it can be used for charting pur-
posesj 

(e) to increase the understanding of tr8ll8port costs among 
those responsible for the commercial and operating 
sides of the business." 

7.57. While nothing the work done by the costing cell, the Team 
had pointed out that "There are no Traftlc Costing, teams in the 
Zonal Railways .. this is an inadequate complement for the work 
of traffic costing to be done in Indian Railways." 

"Our opinion is that the time is fast approaching in India when 
railway charges will have to be much more closely related to costs .. 
For this to happen, there must be m8(jor changes in the present 
tariff system and much more flexibility in its application ...... Our 
view is that an important part of the research programme of the 
Railways' traffic coating should be with this possibility in view." 

1.58. The Committee note the ellorts made by the COItilll Cell 
of the Hallway Board to ueertain· the cost of card .. e of various 
commodities wlUeh has enabled tbe zoBel Railways to quote station-
to-statio. rate. in order to make raU transport competitive with 
road trlUllJlOrt. 

1.59. The Team of World Bank experts has expressed the need 
for developiDr and strengthening the Costilll Cell Organisation at 
tile Zonal level 80 tbat tbis work could be done in a more effectiv. 
and sustained manner. 

7.60. The Committee understand that the Railways have not 50 

far worked out tbe cost of parcel name as well .s the goods mile 
CMt for each traiD •. The Committee hope th.t the Ministry of Rail-
ways would take suitable steps to strengtben the Costing Organisa-
tion to enable it to work out detailed cost of eacb operation on tbe 

*NOTE: At the time of factual verification. the Ministry of Railways have 
stated as ~  

··For several ~ past. the RailwaYs have been working out the 
llveral!e ('ost of moving a passenl!er train/a passenger vehicle per 
km. as well 85 the average ('ost of moving a goods train / a goods 

~  per km.. gaulfeJWlse and Railwaywise. These figures (Ire 
being pUblished in statement No. 15 of the Supplement to the 
Annual Report of the .Railway Board. In addition. for management 
purposes, /'08t per wagon km. and per tonne km. has been worked 
out for diffet'ellt types of goods trains (through or shunting\. trac-
tion-wise (diesel electric Or steam). gauge-wile (BG. MG or NG) 
and operation-wise (line haul. tel'l1linal. marshalling, tranl'hlpment. 
repacking. shunting, documentation. etc.). From thetle figures. the 
rost of transportlnl one tonne of goods for different distance slabs 
has been worked out for a number of important commodities. 
Arrangements have also been initiated for working out the detailed 
costs of similar types of operations tor parcela." 
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.......,. wit ...... to Ht-t their ntes to .. ....t poeaiW. 
80 .. to Meet IUe'CelsfaDy the POWirar eGDlpeClCioe fI'GIIl Boad Ser. 
~  

1.'1. The Committee retret to note dIM eoet:t,.. of ptlSseDpI' aer-
viees bas bot so far beea dODe by the Railway.. They bote that a 
bePnn1II& ill this direction baa bee. DUMIe receat1y. It is ilapodabt 
that the Railway. should work out the eost of ...... _ .. me. 
class-wise for MaillExpress and Pauenpr Trains .pantely. 
The Committee hope that .tudies ib this reprd would be planned 
out and completed expeditiously t. eDahle the Bailwa,. to identity 
the du. of services Ob wbkh they .... losiBc, the extent of IAIch 
I .... and the JDeaStLreS that could be takeD to oftiate the.... sana-
luIy. In wOl'ldq out the cost .f suburban aerri ... luther ...... 
meat should also be made by the Ranways to ebsure that the eosts 
of such services are realistically assessed. 

E. Computerisation 

7.62. The Committee are informed that another major develop-
ment in the sphere of statistical compilation is that accounting 
applications and compilation of Commercial statistics have been 
integrated the computer system. 14 computers have been instaU-
ed on the Railways as under:-

(1) Railway Board 1 
(2) Zonal Railways 9 
(3) Production Unit!; 3 
(4) Moghalsarai Marshalling Yard 1 

7.63. The Ministry have stated that op£'l'ating statistics are also 
by and large, being compiled on the computer. In place of 119 
commodities prior to mechanisation, at present information i-;; collect-
ed on 527 commodities every month by the second week of the 
following month and in respect of smalls 100 per cent ~ is 
ensured in place of 3 per cent sampling earlier. ComputerisatiOD of 
Operating and Fuel Statistics is stated to be contributing substan-
tially towards the growth of a comprehensive Management Infor-
mation System with facilities for "exception-reporting", and 
information for managerial conttol at diflerent levels. 

7.64. From a separate note on computerisation of stores accounts 
and stores functions furnished by the Ministry, the Committee 
observe that in order to ensure smooth Bwitch over of the work 
to computers, the programme as drawn up in July 1968 emiaaged 
completion of the work in five phases in the course of a year or 18 



116 

months on all the Railways, where computers had been installed. 
The handling of stores accounting and stores (recoupment and 
reorder) functions by the computer was expected "to contribute 
substantialIv to better inventory management i.e. lower inventory 
levels and higher service efficiency, with a saying on the dividend 
liability due to a reduction in stores balances." 

7.65. During evidence, the Committee enquired about the 
precise progress made in the completion of various phases of the 
work and the reasons for delay in adhering to the time schedule laid 
down. The Financial Commissioner stated that "the time schedule 
of an year or 18 months stated in the Board's letter of 1()th July, 1968 
was intended to be a tight ta.rget and we wanted to give them a sort 
of very strict schedule so that they could go ahead aud the first 
Schedule is the most important one and it takes a lot of time." 

7.66. Further explaining the position, the Financial Commissioner 
stated that the preparation of a "Unified All Railway Nomenclature 
List" for inventory items so as to identify each item by a unique 
number on the entire Railway system would facilitate easier ex-
change of inform9l1:ion and stocks, standardisation, variety reduction 
and lay down the foundation for the entire Railway system. This 
task of preparing all India numbers took considerable time due to the 
need for collection of data, co-relation of description, specifica-
tions, units of accountal etc. Thereafter they had to prepare 
receipt. issue and transfer documents to conform to the card design-
ing so as to reduce punching errors and ensure better accuracy of 
the input data. Due to priced ledgers on many railways being in 
arrears, they had to resort to physical verification of ground stocks. 
On some railways they had to clear arrears in reconciliation between 
the priced ledger (PL) and the numerical ledger (NL). 

7.67. The Financial Commissioner further stated that the scope 
of phase II was enlarged to produce various control and Exception 
Statements and Action Documents to assist the Stores Department. 

7.68. In regard to a question about the progress made in comple-
tion of the various phases of the programme, the Financial Com-
missioner stated that Phase-I had been completed to the extent of 
90%. The balance 10% pertained to Aleo diesel loco items for which 
code numbers were under finalisation and would be completed soon. 
Phase-II had been completed for all items on computer as far as 
Exception Reports were concerned. However, discontinuance of 
numerical ledgers was being attempted at a· slower pace. Phase-III 
systems and programmes were ready and were expected to be com-
pleted by JunE:'. 1973. Phase-IV dealing with payment of Vendor 
Rills had been dropped because of certain difficulties. Phase V 
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~  be taken up after June, 1973 and completed a year later sub-
ject to expansion of computer hardware, if necessary. 

7.69. The Committee enquired what steps had been taken by the 
Railway Board to ensure quick and smooth transfer of the stores 
accounting and stores functions to computers. The Financial Com-
missioner stated that the entire Scheme and its implementation was 
closely coordinated and -supervised by the Railway Board through 
periodical reports as well as periodical meetings with Computer 
Officers as well as COS and FA and CAO. 

7.70. The Committee enquired whether the Railway Board had' 
reviewed the results achieved consequent on completion of the first 
two phases of the programme in the context of the objectives laid 
down and whether it had been possible to bring down the inventories 
during the last three years. The Financial Commissioner stated that 
the objectives set for Phases I and II had already been achieved. 
They were now having prompt, accurate and error-free accountal of 
stores transactions. Priced ledgers, class ledgers, debitlcredit sum-
maries etc. were being issued within 10 days of close of the month. 
The Stores Department was being furnished with a variety of con-
trol and exception statements and Action Documents to assist them 
in their functioning. 

7.71. With regard to the question of redUcing the inventories, the 
Financial Commissioner stated that Ph8$e-1 was merely transfer of 
accountal. Under Phase-II, certain reports and documents were 
produced to assist the COS in his functions. This included a state-
ment of non-moving items. However, review and liquidation of 
such items would take some time. Real impact on inventory would 
come only on completion of Phase .111 and V and thereafter by pro-
gressive introduction of modem concepts. There had also been some 
external difficulties which had resulted in their inability to reduce 
the inventories. Not only they had to import more steel but also they 
had to hold on to used or scrap rails because of the injunction issued 
by the Delhi Court. 

7.72. The Committee enquired about the areas of Railway opera-
tion which were at present being monitored through computers and 
the results achieved thereby. The Financial Commissioner stated 
that the items taken over by the computer were-trafftc accounting 
and traffic statistics (about ~  fuel ~  opprative statistIcs, 
analysis of claims, ~  accounting, payment of incentive. work-
shop and ~  pay roll etc. The areas monitored were-traffic load-
ed and traftlc performance, performance of hlgb rated traftlc on ABC 
baais and operating statistics and performance indices. In the Rail-
way Board, the computer was being utilised for monitoring Inter-
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.change movement of wagons from 48 pOints-speclally the POL stock 
and for annual census of BG and MG wagons. In the production 
units, the computers were employed for keeping COIltrol on inve:n-
. tories, production and cost. 

7.73. To a question if any time-bound programme had been 
. drawn up to cover major areas of Railway .operations through com-
puters, the Financial Commissioner replied that no such programme 
had not been drawn up because each application had to be experi-
mented on one Railway before extension to other Railways. The 
-cost benefits had also to be studied before computrisation in all rail-
ways was decided upon. Due to uncertainty regarding procurement 
of third generation computers which had still to be cleared by the 
Electronic Commission and the procedure laid down in the Automa-
,tion Committee Report etc. they could not proceed on this project. 
The final decision of the Government in the ma.tter was still 

.awaited. 

7.74. To a queltioll what steps the Railway Board proposed to 
.take to ensure that muimum advantage was derived from these 
sophisticated system and economics of scale were affected thereby, 
the Financial Commissioner stated that even in foreign countries 
99% of the work done by the computers was data processing. This 
was an essential work for further sophisticated applications in regard 
to stores accountal, inventory control etc. Only when third gene-
ration computers were available, it would be possible to utilise these 
systems ror more sophisticated items of work and affect economies 
of scale. 

7.75. Asked if any staff had been rendered surplus, the Financial 
Commissioner stated that the Railway Board had ensured both the 
All India Federations of Railway employees that there would be no 
retrenchment or any reduction in emoluments. 315 persons had al-
ready been absorbed in existing vacancies. Shadow posts had been 
created so that promotion prospects of the employees were not adver-
sely affected. Staft had also been assured that those who may be re-
placed would not be transferred from their existing stations without 
their consent. 

7.76. To a question, if the Railways had examined the feasibility 
of processing the data with regard to schemes for development of 
Mass Rapid Transport Systems in Metropolitan cities with the aid 
of computers so as to expedite the projects reports, the representative 

, of the Ministry of Railways stated that it was not possible to utiltse 
the present type of computers for the purpose the' Committee had in 
view. Only when the· Railways actually started operatfng the Mafll 
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P.apid Transport System. it would be possible to utilise these com-
puters. 

7.77. To a question whether Government had considered the feasi-
bility of manufacturing the computers indigenously, the Financial 
Commissioner stated that all the 14 computers installed in the Zonal 
Railway Headquarters, Production Units and in the Railway Board 
had been imported at a time when these were not manufactured 
within the CQuntry. Even now. the Electronic Corporation of India 
were l11cmufacturing only very small cumputers. The Government of 
India had appointed 11 high level Committee to examine if computers 
of the type available with the Railways could be manufactured with-
in the country in collaboration between the BEL and a foreign 
firm the ICL. In regard to third generation computers, the witness 
stated that these were very CQmplicated instruments installed by 
some of the foreign airlines. 

7.78. Increasing use of computers to handle m:ljor sections of the 
statistical and accounting functions has been welcomed by the World 
Bank Team as "an excellent. devf.']opment". They have, however, 
observed: 

"Provided full regard is paid to labour saving and to the funda-
mental point of whether the system being computerised is 
in itself right. then we can but endorse present policy to 
extend computerisation throughout the system." 

7.79. The Committee ob!lerv(' that in the matter of taking over 
stores accounting and stores (recoupment and reorder) functions on 
computers, there have been delays in adhering to tht" time schedult" 
laid down for completion of the various phases of the programme 
due to initial teething troubh·s. Whereas it was initiaily hoped 
(July 1968) to completl' the work (five phases) within a year or lR 
months i.e .. by end of 19;0, only the fint two phases of th(· pro-
gramml' (in case of Phase I the progress is stated to he 90 per cent). 
have been completed so far. According to the r('vised projtramme. 
Phases III and V (Phase IV has been omitted) wiJ) now hfo compll't-
ed only by June, 1974. The Committee would like thl' Minit'ltry 
of Railways to keep a close watch on the implementation of th(' 
protn'amml' with a ,·j(,W to l'nsur(' thAt tht're nr(' no further delays 
in this Tl'gard. 

7.80. The Committee note that economies of scale would be pos-
sible with the installation of third generation computers which are 
stift to be developed in the country. They alllO note that the pro-
Mlrement of these computers is to be cleared by the Eledronit's 
Commi!'lsion and that the "hal decision of Governmelit in the lIIat-
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ter is still awaited. The Committee would like the Government to 
expedite their decision haviug regard to the need for installing these 
computers by the Railways with a view to better inventory and 
managerial control and for effecting economics of scale. 

7.18. In this connection, the Committee would like to point out 
that the Railways are holding heavy stocks of stores and spares 
which amounted to Rs. 146.10 crores including fuel and outstandings 
in suspense account as «m 31-3-1971. They hold about 35,000 items 
of maintenance stores and the value of their ~  and equipment 
purchased during 1970-71 amounted to Rs. 363.7 croreS. The Com-
mittl.'e note that since 1968 the Railways have taken initiative to 
introduce modern techniques of inventory control like codification, 
standardisation, variety reduction, value analysis, A.B.C. analysis 
etc. The Committee need hardly emphasise the imperative need of 
reducing ~ excessive inventories held by the Railways to the mini-
mum ~  possibh! as a commercial organisation like the Railways 
can, hardly afford to block much-needed capital on this account. 
With the acquisition of computers, the Committee urged that the 
Railways should review their system of planning, programming and 
purchasing of stores and spares with a view to reducing the sallle 
particularly when indigenous supplies of stores and spares are readi-
ly available in most cases. The Committee would ~ the Railways 
to appoint a committeE' to go into the whole question of planning. 
programming and holding of slores thoroughly with a view to bring 
altout improvements in the existing systems and procedures so as 
to streamline them. The Committl.'t' would like the Railways to 
make a specifi(' mention in their Budget documents about the mea-
sures taken to rationalise the inventory holdings and c('onomies 
achieved. 

7.82. The Committee appreciate the steps taken by the Railways 
to ensure that the staff who may have to h(' replaced on account 
~  are not put to hardship and even their promotion 

prospects are not affected. The Committee would like the Ministry 
to further explore what other areas of Railway operation could he 
monitor(·d with the aid of computers so that maximum advantage 
is derived from these sophisticated systems. 

December 14, 1972. 
Agrahayana 23. 1894 (S) 

R. K. SINHA, 
Chairman. 

Railway Convention Committee. 
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APPENDIX IV 
(Vide para. 4.14) 

List of Items Classified as Amenities for PaBsenger. and other 
Railway. U_seTf._ , .. ___ _ 

]. Water supply at stations for ~ use of -passengers, including 
not only general water supply arrangements which are used for Pl'Q_ 
viding wa.ter for use of railway users in carriages, stations, parcel 
offices and goods libed premises, but, also purification- plants ~  
water coolers, electric or otherwise, water trolies etc. 'provided for 
use of railway users. 

, 2. Provision of waitini accommodation inoludiDf reinforced 
cement concrete and other types of benr.hes at stations, parcel 
offices, goods sheds etc., including extensions or improvements to 
existing waiting arrangements. to meet the requirements of railway 
users. 

3. Refreshment Rooms/Retiring rooms· and vendors' stalls of 
all descrJ.Ptiorut _ at stations, .parcel offices, goode- meds etc. provided 
for catering to railway users, except those which the vendors are 
required by contract to provide at their own cost. I 

4. Provision of improvement of latrines provided for railway 
users at stations. parcel offices, goods sheds etc. 

5. Miscellaneous improvements, viz, provision of seats,hedges, 
shady trees on ~  at stations. parcel offices and goods sheds 
etc. to cater 110 the needs of railway users. 

, 6. Raising, extending, widening, surfacing. covering or other 
improvements on platforms at stations, except when such works 
are required for other than pa,ssenger amenity reasons, e.g. exten-
ston of platforms at "big ~ to ~  fUll length trains 
carrying additional"' coaches providedia' relieve over,-cJ:'Owding, pro-
vision of additionBplatfonns to facilitate crossing of trains. 

7. Provision" ~  foot 9"et'brldges, improvements and 
covering of existing 6Verbridges or subways within station premises 
to ~  platforms or officea at stations. parcel office, goods ~ 
etc., to serve the ,nUds of railwayulien. _ ' -' , _., 

(}.. . ;. " ~  , 
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8. ~ .. '1:. bathtn, fiei11ties at .taUOnsfor ' .. of passen-
gers. Provision. :of. wuhable'lprona d!l pu.engera' platform lines 
& provision at-. overhead and/or ground level arrangements at 
stations lor filling water in carriages. 

9. ,iroviaiOii ~  of approaches and circulating areas 
at stations, parcel offices, goods sheds etc. including improved ~ 
ing, tonga-car-taxi-cycle riclcshaw stan.d$. sheda for . bullock and 
other carts; wa.ter troughs etc., to cater' to the' ~  of rail-
way users ... 

10. Improvement to existing ~  sucl1. as provision .of fans, 
~ ~  lilJUing and ~ special insulation in roofs. bigger 

water tanks in carriages. better fittings etc., intended tb pI'Ovide 
improved facilities for passengers, cost of additional coaches to 
compensate the loss In seating capacity when old coaches are re-
placed. by new coaches which have a. ~  .car.rYing capacity due 
to provision of better 'facilities lor users. 

, 
11. Improved lighting and provision of ans on platforms or in 

waiting halls and sheds or vendors' stalls at stations. parcel offices, 
goods sheds etc. to cater to the requirements of railway users. 

12. Opening of new flag stations or conve!l8ion of halts into ftag 
stations, as a passenger facility where there is no financial justifica-
tion. 

13. Exhibition of sheet time tables in glass frontedframes at 
stations to serve the requirements of passengers . 

• 14. Works under all the above heads meant to ~  railway 
usel'l, provided tn connection with Melas and required for periods 
exceeding 6 months. 

15. Any other works considered essential for meeting the require-
ments of railway users a.t any station, e.,. provision of Information 
Oftlce or Kiosks, provision of public anDOuncement systems etc . 

• NO'l'£: Works of this nature required for periods leSs than six 
months will be treated as temporary' and charged to' ordinary Re-
venue under paragraph 937-GI. 
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~ 
of over-c:apitaliu-
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(iv)For ~ 

~~  ,.81 '8184 29'6f,' 

CLOSING BALANCE 

Cash. 2'00 3'93 
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(13'00) (12'49) (9'00) 
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(vide para 15 of Inttoduction) 
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Sum.$4ry of RecommendAtions / Conc:luStom contained i"the Report 
, ~  " ,.. L •• , • 

, " Reference to ., 
S. No. ' , " Para/No. of . 

,the: Report ". 
SUD)D11ry ~  ~  

~ " ,},' ~  ." 

~ .. ~ ~ ~ ~ ~~~ ~
1 

, ., 

I, 

2 3 

:1 and ;.i--·' - 'The ~~~  in their Interim.: Report 
presehted'tO' Parliamep.t last year, made inteT-
alia the 'fol1owing reeommendations covering the 
period 197i-72 and 1972--73:-

(i) l'he existing rate of dividend at 4t per 
cent of the capital invested in the Rail-
ways upto 1963-64 with an addition of 
1 per cent in lieu of passenger fare tax 
and at 6 per cent of the capital ~ -
after 31st March, 1964 should continue to 
be paid by the Railways to the General 
Revenues; ~ 

(ll) The extant arrangements for the purpose 
of dividend in regard to the strategic 
lines, Kiriburu-Bimalgarh and Sambal-
pur-Titlagarh ore lines and the Kathua-
Jammu line may continue; 

(iii) The Capital-at-Charge of the non-strat-
egic portion of the Northeast Frontier 
Railway and the unremunerative branch 
lines as also' .the element of overcapi-
talisation may be exempted from pay-
ment ~  

(iv> The existing arrangements of (a> defer-
ring the payment of dividend on the 
.c.pital-at-charge of New Lines charge-
~  at the average borrowing rate of 

130 
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interest during ~ period of their con-
. structiQn as wen as .tQr the first five 

~ their,Qpe.q; and (b) closing 
• J. the' acCount 6f deferred dividend of New 

. . Lines after a PElriod of .. ~ years from the 
.' . date of theft: QperrlM:'extinguishing any 

.. " .' 'liability' for deferred. dividend not liqui-
dated withiQ. .tb"t pefjod, may be con-

.:.'.,' .. tinued{ ,. : ..... 
• ' t, 

.,.',r,l , , 

... .r,,'" 

2.17. 

(v) HaVing ~  to ~ {ong period of con-
: ':'struction/gestation of' railway invest-

ment in general and the time taken J;>y 
such 'jnvestments . to reach full earnirl'g 

" potentfal, 25 per cent of outlay in a year 
on' works-in-progress (which could other-
'wise . ...,e liable to payment of dividend) 
!'hlly be exempted from payment of divi-
dend' for ~ period ~  years; 

(Vi) -Consistent with the commercial practIce 
.of utiliBiIlg'M8erVC!t all "in temal resources, 
the Railways should be given the benefit 
of interest at the current dividend rate 
.on the fund'balances by being pennitted 
to take' credit for the difference between 
the dividend rate and the average bor-
rowing rate at wlrlch Interest accrues at 
presentio the lI'unds as a set off ill the 
dlvidend payable from the Rail ways to 
the General Revenues. 

,The Coiru:Qittee recommend that the above re-
commendations with TeJ{ard to the rate of divi-
dend payable by the Railway. to General Re-
venues and other ancUlary matters, may be taken 
to cover the next financial year viz. 1973·74 alia. 

The Committee note that eon.tribution to the De-
preciation Reserve Fund. is at present related 

, I)otto .the amount of depreciation calculated as . , 

ac:C1"\I.ing OIl ,the wutiDg Ulets of the RaJlwayl 
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year by year but to the amounts that are expect-
ed to be withdrawn from the Fund during each 
Five Year period. In the absence of any detailed 
record as to the prescribed lives of various assets. 
the Ministry of R ~  have been able to pre-
pare only "rough" estimates of accrued deprecia-
tion-arrear as well 8i current-based on an ~ 
hoc assessment made lOme yean ag(\. The Com-
mittee consider that in order to keep the appro-
priations to DRF at a realistic level and as point-
ed out by the World Bank Team. to avoid the 
risk of any future Wlder provision, it is neces-
sary for the Minilltry of Railways to further re-
fine the technique of assessing the depreciation· 
requirements.. 'For this. it is essential that not 
oo1y_ the data with regard to the number of 
various tYP88 of assete requiring replacement and 
their distribution in recognised age-groups is 
readily available but also their current replace-
ment costs are known and depreciation appro-
priate to the lives of assets, in question. is pre-
ciaely determined. 

The Committee are given to understand that it 
would involve very heavy clerical labour to pre-
pare the detailed records at this late stage. In the 
circumstances, the Committee have no objectIOn 
to the existmg method of providing for deprecia-
tion in respect of assets created upto 1969-70 i.e .. 
the commencement of the Fourth Plan. But, for 
the assets created ~ the Fourth Plan period. 
they fpel that it is desirable that full data in 
respect of such assets is maintained by th(' Rail-
ways and provision for depreciation thereof is 
made on a scientific and rational basis taking into 
account the cos't and lifE' of such assets. The 
Committee recommf'nd that Government should 
constitute without delay a Working Group consist-

~ of experts from Financ!'. Accounts. Audit and 
technical discfplines to examine the matter fully 
so that detailed instructions may be issued in 
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tJus regard. The CommitM expect that the re-
quintments of Depreciation Reserve Fund for the 
next Hve year plan would be worked out on the 
above basis and placed before the next Rail way 
Convention Committee. 

2.19. The Committee ~  recommend that the re-
quisite iruormlltion ~  the total assets of 
Railways and Depreciatioll implications of these 
assets should be specificalJy mentioned in the 
Budget papers for in!orma.tion of Parliament. 

2.20. The Committee further CMlider that the Rail-
WBI/ Uoarci should undertake a critical study to 
determine whether in confonnity with accepted 
principles of lICCOunting, a .. par ate Renewal Re-
serve Fund should be created out of their profits. 
if· any, to provide for lnfiationary and improve-
ment elements in the cost of assets. The intention 
is, that the net revenue surplus deficit of the 
RaUwq. should be ascertained with greater pre-
owon and on accepted acco.unting principles and 
procedurea. The result of such a study may be 
placed before the next Convention Committee 
for their con8idel1ltion. 

6 2.31. The Committee consider that keeping in vi(>w tht:-
fact that the actual withdrawals from the Fund 
have been less than the budgetary provisions 
over a number of years, the closing balance to 
the credit of Depreciation Reserve Fund having 
consequently gone up from Re;. 29.19 crores at 
the commencement of the Third Plan to Rs. 164 
crores at present. the contribution to the Depre-

-"- . ciation Reserve Fund during 1973-74 may. all 
proposed by the Financial Commissioner, be of 

~ the order of Rg. 115 crort!s, or as close thereto 
~  ~ ._,.-. as po9!ible. taking into account the financial posi-

tion of the nailways. 
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The Committee note that out of 2654 locos (in 
steam units) requiring replacement during the 
Fourth Plan, as many as 1544 locos will have to 
be continued in service at the end of the Plan. 
Of these, as many as 870 locos will be over 46 
years old. The main reason for keeping the over-
aged 10C<lmotive in service is stated to paucity 
of some foreign exchange required for replacing 
them by diesel and eleCtric locos. Their replace-
ment will also result in reduction in the number 
of running and maintenance· staff by 30 persons 
per engine for whom it is difficult to provide 
alternative jobs. The Committee regret to note 
that the economics of continuing the overaged 
steam locos has not been worked out by the 
Railway Board so far. They feel that the continu-
ance of overaged steam locos results in: 

(i) Excessive expenditure on their annual 
maintenance; 

(ii) Continued dispersal of maintenance faci-
lities for these locos over the entire 
Railway net-work; 

(iii) Continuance of antequated skill in labour 
force; 

(iv) Lower output potential of stearn locos 
compared to diesel and electric locos; 

(v) Continued blocking up and under-utilisa-
tion of much needed line capacity. 

The Committee would like the Ministry of Rail-
ways to examine the matter in depth with a view 
to ascertain the precise effect of using overaged 
steam locomotives ,on the various types of services 
and the economics thereof. They would also like 
the Railway Board to work out whether the use 

-_._---_._-------------------
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of diesel shunters is more economical than steam 
locos for such work. The Committee urge that 
this matter may be examined by the Efficiency 
Bureau of the Railway Board urgently. Based 
OIa such a study' the Railway Board may examine 
if the policy of using steam locos rather than diesel 
shunters for shunting work and continuing the 
use of overaged steam locos calls for a review 
and whether the programme of replacement of 
such locos needs to be accelerated. The Committee 
need hardly stress that a time bound programme 
for the replacement of steam locos may be drawn 
up by the Railway Board. 

The Committee would like to emphasise that 
man-power rendered surplus, as 8: result of the 
replacement of steam locomotives, should not be 
retrenched but may be gainfully employed for 
other types of operational and productive work on 
the Railways/Public Undertakings. 

The Committee lIrc concprned to note that the 
programme of replacement of overaged electric 
locos has been lagging very much behind the 
ta:rgets in so far as out of 53 locos to be replaced 
during the Fourth Plan, only 13 have been so far 
delivered,to the Zonal RlitWays. This is stated 
to be due to the inability of HElL, Bhopal to 
supply the requisite sets Of components according 
to schedule. At the present pace of delivery, it 
is hardly likely that the planned programme of 
replacement of 36 overage DC locos during 1972-
73 and 1973-74 will be funy achieved. 

The Committee regr(,t to nok' that although 
replacement of overaged DC. electric locos was 
included in the Rolling Stock Programme fo), the 
years 1965-66, 1966-67 and 1968-69. orders 
were placed by the Railway Board on Chittar-
anjan Locomotive WOl"ks in 1968 only. The 

----------------------_. __ .. _.-
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Chittaranjan Locomotive Works placed orders on 
HElL f()r manufll;cture of electric equipments 
for these locos ~ IIMJa-69. it is thU1i evident that 
not to speak of II-dvance action, even concurrent 
action for the nianufacture of electric eqUipment 
for the locos by ~ whidl takes time, was not 
taken by the RaUway authorities. 

It is also rearettable tll_t even after the place-
ntent of ~ by Cbittaranjan Locomotive 
Works in ~ for manufacture of electric 
equipmen.t there was not only downward 
mISton of the proi;nised supply four times during 
the period June, 1im9 to November, 1971 but 
also failure to honour even the reduced'suppliea. 

n.e C ~ t:leed hardly emphasise that the-
taldeqtlleY of electrle ~  results in under-
utili_tion of the electrified sections of the Rail-
w-.y. on wlUeh heavY capital expenditure has 
bMn ihcurred. In the interest of optimum utili-
sation of the electrified sections of the Railways' 
it i.I very neeesurythat there shOuld- be inte-
IfMed plaImtng for ~  of electrified 
equipment by HEtL and the ~ T  locomotives 
by the Chtttaran,an Locomotive Works. The 
Committee would like the Ministry of Railways 
II tit. up the matter again' with tlie Ministry of 
Induatria4 D4welopment at a high level to prepare 
an intelfI'8ted plan for the supply of electric 
equipment by the HEn. to the Chittaranjan 
Locomotive Works SO that the targets of produc-
tiOn ot electric loeoJnotivei not only on replace-
meftt account but to meet additional Il'equire-
ments are fully met. The Committee need 
bardly point out that the Railways should ~ 
orders for the manufacture of electric ~ 
on HElL well in advance to enable them to take 
DeCesaary action tn the matter and plan their 
~ ~ ~  and delivery sdted.ule 

aecordingly. 
--------- --- -- - -----------_._----------
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In view of the above data and the findings of the 
Public Acootlhts Committee and the Administra-
tive Reforms Commission, the Committee consider 
that the Railways have to exercise extreme 
circumspection in ma·king further investment» 
for augmenting their capacity for manufacture 
of wagons during the Fifth Plan. The Committee 
consider that the estimated requirement of the 
order of 26,000 to 27,000 wagons a year on re-
placement M wen a.i additional account, during 
the Fifth Plan period (excluding the export 
demand), indkated by the Ministry of Railways 
heeds <l! very careful scrutiny before any proposal 
tor I€xpan.s.ion of the .xiliting manu.fac turin g 
Clipacity or setting up of a new wagon building 
unit is sanctioned. 

So far as the fiJ(ures of replacement of wagons 
during the 4th Plan period are concerned. the 
CommiUee note Utat t.hHc have gone up by 
about 8.000 as a result of the mid-term appraisal 
and the availability of ~  These wagons 
would. however, materialise ouring the Fifth 
Plan Deriod. 

The Committee cannot help feeling that the 
record, showing dates of purchase of wagons 
ami their age groops etc., are not uptodate and 
accurate. 'llle Committee would, therefore, like 
the Ministry of Railways to look into the matter 
., that the system of keeping such records is 
streamlined and the t'eplacement programme is 
drawn up on the basis of actual requirements 

The Committee arc glad to note that th(> Minis-
try of Railways (Railway Board) are alive to 
the need to ~  the existing capacity for 
the construction of coaches. They trust that 
aciYance actien will be taken by the Ministry 
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to ensure that not olll,. the arrears of replace-
men,t of coacl:ling stadt are cleared but full 
requirements of additional coaches for ~
~  serVices as well as for Metropolitan 

Transpc:>rt Services are fully catered to at the 
, - ' earliest. 

2.107. 

2.108, 

The eoinmittee 'have no do\.&bt that while 
planning fOr 'additional' coaches, the Railway 
Board wID take Into account not only the grow-
ing requirements of 3rd Class Sleeper accommo-
dation on the Railways but the need to elimi-
nate over-crowding with ~  utmost expedition. 

The Committee regret 'to note that out of 300 
overaged EMU coaehes programmed to be re-
placed duririg the Fourth Plan, only ~ units 
were replaced during the first three years of 
the Plan. As these unit's are more than 40 
years oIr:! (as against their normal life of 25 
years), it 1s necessary that the replacement 
programme is accelerated. The Committee would 
also like to emphasise that the Railway Board 
should assess the requirements of EMU coaches 
on additional .ccounton. a realistic basis consi-
dering the acute .over-cr.wding on the Sub-
urban Services and 'inter-eity services where 
they are used and programme for their produc-
tion accordingly. 

The Committee regret to note that againllt 
the plannedproductlon of 443 and 347 EMU 
coaches by the I~  and, JESSOPS respectively 
during the 4th Plan period, actual production 
during the three ~  been 171 and 122 
~  tn view of the poor production 
performance of these Units, particularly 

-------------- --,,-, ,-_._----,,-,,-----------,----------
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JESSOPS. the Committee would strongly urge 
that concerted measures should be taken hy the 
Railway Board to ensure that not only the pro-
duction programme of EMU coaches during the 
remaining two years is fulfilled by these Units 
but the earlier shortfall in production is made 
up so as to meet the requirements of EMU 
coaches for the suburban trains. 

The Committee have suggested in an earlier 
paragraph, that the question of timely and ade-
quate supply of electric components by HElL, 
Bhopal needs to be taken up at a high level. The 
Committee need hardly point out that concerted 
measures will have to be taken by the Railways 
and the Public Undertakings and other organisa-
tions concerned if the target'> in this ~  are 
to be achieved. 

The Committee are glad to note that the arrears 
of track renewals were, by and large, cleared 
by the Railways by the end of the Third Plan 
period. They, however, observe that thp. track 
renewal programme of the Railways during the 
Fourth Plan has suffered a set-back due to short-
falls in supplies of rails and sleepers from 
Hindustan Steel Ltd., and track ftttings from 
indigenous suppliers. The supply position in 
respect of steel sleepers from the Durgapur 
Steel Plant appears to be particularly unsatis-
factory. The Committee would like the Minis-
try of Railways to pursue. energetically their 
efforts in procuring the requisite quantities of 
ratIs, . sleepers and track flttings with the Minis-
trIes concerned. They would also like the 
Ministry to ensure that the track renewal pro-
gramme is phased out in such a manner that 
ftle operatIonal efftcfency of the RaUways on 
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trunk routes which carry. bulk of the traffic as 
well as safe. ~ of trains is in no way 

~ 

The Committee would reiterate the recommenda-
tion made by them in their Interim Report that 
there is. hardly any scope at present for increas-
ing the payment to States in lieu of passenger 
fare tax in proportion to the growth of passenger 
traffic or earnings. The Committee, therefore, 
recommend that the existing arrangements 
whereby additional 1 per cent on the capital in-
vested upto 31st March, 1964 is paid to the 
General Revenues for payment to States of If 

fixed amount of Rs. 16.25 crores in lieu of pas-
senger fare tax and utflisation of the balance to 
.ssist the States (in the same proportion as their 
shares of the passenger fare tax) to provide their 
portion of the resources required for financing 
safety works such as manned level crossings, 
overbridges and under-bridges, may be ~  
during 1973-74. 

The Committee cQDsider that in view of the fact 
that the additional 1 per cent dividend on capi-
tal invested upto 31st March. 1964 is passed on 
to S~  Governments in lieu of the passenger 
fare tax, it would be lllore appropriate if the 
nomenclature of the Demand "Dividend to Gen-
eral Revenues' J is changed to "Dividend to Gen-
eral Revenues and contribution for Grants to 
States in lieu of Passenger Fare Tax." 

The Committee note that the amounts credited 
to the Railway Safety Works Fund are allocated 
to difteMnt f>tates in the same proportion as 
their .ure of passenger fare tax which is dis-
triblltecl in the ratio of the average of the State-
wise earalop from non-suburban passenger 

trafflc. The Government at Kerala have suggested 
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changes in the existing principles of alloca-
tions from this Fund to take into account factors 
ltke density of popuJation!traftic, the terrain, and 
leqth of l"OIIds etc., in a State. The Ministry of 
RaUways have also hinted that the method of 
distribution of the Fund may take into account 
factors like location of Qle level crossings and 
~  of rail and road traffic passing over 
them. 

While all u.e.e factors need careful considera-
tion, the Committee feel that any change in the 
existing method sbould not be made without 
ascertaining the views of the State Governments 
in this regard. The Committee suggest that this 
matter should be got examined by ~  

in ~  with the ~  Commission 
.rut the S ~ ~~  They recommend 

~ the e"isUllg ~ Qf distribution of the 
ftWJ to Uae States Qlay ~ followed for the 
wbole pf the ~  ~ period and the matter 
lllay 1¥ ~  btl· the next Railway Con-
v.ention ~  

~ Committee ~  that out of a total con-
ttibutiop of a,boqt Rs. 10.80 crores made by the 
~  ~ ~ ~  \'lorks Fund during the 
Y-WS I~ W ~  ~ sanctions actually 
~ so far for ~~  to State Gov-
ern8leats .re of the qrder of about Rs. 1.24 

~~ ·onJ.v. 'file P'y.zu.J.s ~ ~  remained un-
lltijJseti ~ .as ~ ~ ~ y.r due partly to the 
~~~ ~~  involved in clatmtn, 

reimbursement and partly due to the diftlcult 
resources position of the States and delays in 
~  .. I land. 

~ ~  The ~  ~ ~  ~  procedure has .lnce 
~ ~  ~ ~ ~ pending cues have 
~ ~ ~ ~ ~ of RaUways. The 
C~~ . £9fWc1er fllat construction of 

--------- .-
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over!underbridges at busy level crossings .is as 
much in the interest of the Railways as it is in 
the interest of the State Governments. It is a 
paradoxical situation that while the needs are 
urgent, the funds should have remained unuti-
lised for as many as five yea.rs. Apar.t from the 
safety aspect, the very purpose of widening and 
improving the roads and highways is defeated 
if traffic is held up at the level crossings. Now 
that the procedure has been streamlined, the 
Committee hope that the State Governments 
will be in a position to utilise the funds expedi-
tiously. 

T ~ Committee suggest that the availability 
of ~ for the construction of overlunder-
bridges in respect of each State should be ade-
quately publicised by the' Railways and specifi-
cally brought to tlte notice of the State Govern-
ments concerned at the, - highest level. They 

, would also like the Railway Administration to 
take initiative in this matter and draw up long 
term perspective plans as well as I) years and 
annual Plans in consultation with the State 
Governmepts for construction of over lunder-
bridges ill their areas, having regard to the den-
sity of rail and road traffic as well as location 
of the level crossings. The progress made in 
providing overlunder-bridges against the agreed 
programmes should be watched and mentioned 
in detail in the Budget papers and other docu-
ments presented. to Parliament by the Railways. 

The Committee' further consider that in view of 
the need for wider bridges over level croainas 
on account of density of trame, the extant rules 
providing the sharing of expenditure on 50:50 
bula by the Railways only for a bridge of 24 
feet width, neect modiftcation. 
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The Committee further nott" that the Ministry of 
Railways have suggested to the Planning Com-
mission and the concerned Ministries that a 
special allocation of Rs. 50 cron'S may be made 
for construction of over!under-bridges at 250 
level crossings during the Fifth Plan. This 
outlay should be besidt>s the Plan outlay of the 
Railways and the StateslRoad authorities. In 
view of the ever increasing traffic on account of 
growth of the national economy, the Committee 
are in agreement with the Ministry of R<'lilways 
that a crash programme has to he launched for 
eliminating the level crossings in areas of high 
traffic denSity as quickly as possible. The Com-
mittee, therefore, trust that a decision in this 
regard will be taken expeditiously. In the mean-
while, the Committee recommend that the 
Planning CC"nmission may consider the feasi-
bility of diverting part of the funds allocated 
for development of national highways during 
the Fourth Plan which are likely to remain 
unutilised, for construction of overlunder-
bridges. As stated by the Railway Minister in 
his letter of 2nd July, 1971 to Chief Ministers of 
all States "these proposals generate immt"diate 
employmt'nt opportunities to unemployed gra-
duate engineers. Government of India IIChemes 
of providing employment will also get added 
potential". 

The Committee further recommend that upto 
10 per cent of the amount in the Railway Safety 
Works Fund should be earmarked for manningl 
upgrading of unmanned level crossings and that 
the Zonal Railway Administrations should be 
authorised to draw directly the amount so 
authorised. 

The Committee are glad to observt' the 
improved financial position of the Railways has 
enabled them to increase the allocations to the 
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Development Fund out of their revenue sur-
pluses during 1971-72 and 1972-73 and also to pay 
off part of the loans taken in earlier years to 
finance the expenditure from this fund. 

The Committee note that the total ~ of 
the fund ~ on 31.3.1!Q72. in respect of loans 
taken from General Revenues was of the order 
of Ra. 86.65 crores by way of plincipal and 
Ri. 3.5.2 crores as interest. Regarding the ques-
tion whether the loans obtained by the Railways 
for payment of interest on the prinCipal should 
bear interest at the average borrowing rate 
chargeable to commercial departments or the cur-
rent bon'owing rate which is about 1 per cent 
higher, the Committee reiterate the recommenda-
tion made by them in the Interim Report submit-
ted to Parliament last year that interest on loans 
whether taken' to finance, the expenditure on 
Development Works or to pay the interest on 
the principal of such loans, be levied at the 

.average borrowing rate chargeable to the Com-
mercial D.epartrnents. 

4.1a. The Committee are glad to note that the expen-
diture on Railway Users' amenities during the 
three years of th.e Fourth Plan has been Rs, 12.03 
crores i.e., on an averge of Rs. 4 crores per year 
as recommended by the Railway Convention Com-
mittee, ~  The Committee wou1q, however, 
like to emphasise that the Railways should ~ 

top priority to provide ~  and cool drinking 
water and improved types of latrines for the use 
of passengers at the ~~  They also expect 
tl}at electricity wm . be ,provided at all stations 
where it is ~  in ~  vicinity. 

4.16. The Committee note that Railways have ~ 

water coolers at great expense at various Railway 
~  but it has ~ the experience of the 
Committee during their tours that they do not 
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give trouble free service. The Committee would 
urge the Hallway AdminiaU'ation to ensure that 
water coolers are maintained in working ~

tion partteularly durlng summer and are so situ-
ated.u to be of milxiWl1111').' .ervice to the travel-
ling public. The Committee would also like to 
impress that the ~  for washing of 

. glasses should be hygienic. 

The Committee have noticed that the taps for 
drinking water provided at the stations 8rt:? of 
antiquated designs. The Committee feel th:lt 
high priority should be given to evolve a sultabJe 
design so that the taps are convenient to use and 
there is no wastage t)f wlter. 
The Committee regret to note that there has bct'r. 
persistent shortfall in expenditure on staff ameni-
ties 10 spite of the fact that there is great ~  

of quarters for Clau III and Class IV staff. the 
-- expenditure on which i. met from the ~

ment Fund. In view of the acute shortage of 
housing and their high rents, particularly in 
big towns and metropolitan cities, a large num-
ber of Railway employees, who are waiting for 
Railway accommodation Bnd have to pay high 
market rent, are lUftering serious hardships. It 
i. very t:aen.tlal that the Railway should give 
due pnority to the provtllon of quarters parti-
cularly to non-gazetted and other essential staff. 

Now that the Government are thinking of social 
hOUSing, the Committee would Uke the Railways 
to evolve a suitable scheme to enable the Rail-
way employees to build houses for thcmJelves 
before they retire. 

The Committee recommend that the extent 
arranaement whereunder loans taken from ~ 

era! RevenuutD finance the expenditure from 
Revenue Reserve Fund. induding further Joan. 
for repayment of the priDclpal or interest charges 

--------------------



148 
---------_ .. _------------------------
1 

'1 

2 3 
._--------_._ .. _--- ~ .... -.----

thereon are charged at the current borrowing 
rate, should continue. 

5.16. The Committee observe that the Capital-at. 

5.17. 

6.19. 

Charge of the Rail ways includes a fairly large 
element of over-capitalisation (Rs. 118.25 crores) 
which needs to be amortised. It has not been pos-
sible to make may substantial dent into the pro-
blem due to the difficult ways and means position 
of the Railways. The Committee also understand 
that the British Railways have ~ permitted 
to reduce their capital liabilities drastically in 
recent years. 

The Committee feel that the question whether 
over-capitalisation of the Indian Railways should 
be amortised and if so, during what period or 
whether the capital structure of the Railways 
should be restructured is a complex one and will 
have wide repercussions on other sectors of the 
infra-structure needs a comprehensive study 
into all its ramifications. They suggest that this 
matter may be examined in all its aspects by an 
expert group consisting of the representatives of 
Ministries of Finance, Railways, and some inde-
pendent economic experts etc. and their recom-
mendations made available to the next RRilway 
Convention Committee for consideration and 
report. 

The Committee note that the balance to the credit 
of the Pension Fund has risen from Rs. 44.09 
crores in 1966-67 to Rs. 110.99 crores (budget 
estimates)- in 1972-73. The Committee recognise 
the need for making an adequate provision for 
the present and future liabilities of the Railways 
on this account and to make adequate provision 
therefor from year to year without causing any 
violent ftuctuat;ons in the budgetary position. 
They nevertheless consider that it is necessary 
for the Railwavs to have an accurate assessment 
of their liabilities from time to time. They hope 

-.-------
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that the Report of the Government Actuary ex-
pected to be received in about six months' time 
will help the Railways to frame more realistic 
estimates of expenditure from the Pension Fund. 

6.20. The Commi!tee would also like the Ministry of 
Railways to issue necessary instructions to the 
Zonal Railways to frame more realistic estimates 
under this head taking due note of the actual 
number of persons retiring during the course of 
the year. 

7.S. The Committee note that there are 21 Demands 
for Grants in regard to the Railways and that the 
structure of the Demands has been periodically 
reviewed to meet the growing requirements of 
accountability to Parliament and changes in ac-
counting systems. The Ministry have also stated 
that the existing arrangements have stood the 
test of time and have provided meaningful and 
precise information on important aspects of RaH-
way expenditure to the Parliament and in turn 
to the public at large. It is pertinent to note in 
this connection that the World Bank Team did 
not consider the present system of budgetary con-
trol on the Railways to be effective for the pur-
poses of "sound financial management" and had 
emphasised the need "to cut back on the volume 
of data produced by ~  Indian Railways Sys-
tem." They had desired that the preparation 01 
the budget should aim at "a realistic forecast of 
proposed activity expressed in cost terms". The 
Committee have also seen the annual Reports of 
the British Railways Board and are impressed by 
the concise manner of presentation of the finan-
cial results of the working of the British Rail-
ways and their activiti£'s during the course of 
the year. While the Committee appreciate the 
anxiety of the Railway Board to keep Parliament 
and public informed of the various facets of 
their activities, the mass of data given in the 
Railway Budget papers would not appear to 
.--- ._------_.- -------._- _._-- _ .. _---
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gft!'atly subservethe purpose in view. What 
is needed is that meaningful data corelating costa 
to results should be presented in a simple and 
lucid manner 80 as to be easily understandable 
by a layman. This is all the more important as 
massive investments are being made on the 
Railways and due Capital-at-charge of the Rail-
ways in 1971-72 has already risen to about 
Rs. 3500 crores and is bound to increase sub-
stantially in the Fifth and subsequent Plan 
periods, It is necessary that the Railways, AS a 
premier p':lblic undertaking, should keep Parlia-
ment fully informed about its performance in all 
vital aspects of working in a manner easy and 
intelligible, so that the future investments may 
be judged in their proper perspective. 

'!'he Committee would like Government to 
undertake a comprehensive ~  of the form 
and content of the Railway Sudget and the num-
ber of Demands for Grants as well as the various 
documents accompanying it, with a view to 
rationalising and simplifying their contents in 
the interest of proper accountability to Parlia-
ment and -the public. 

The Committee suggest that in view of the com-
plexity of the task, the review may be entrusted 
to a small Task Force consisting of financial 
experts drawn from the Ministry of Finance, the 
Railways and the Comptroller and Auditor 
General of India- This Task Force may also co-
opt eminent experts in the field from the Institu-
tes of Mangement, Institutes of Chartered Ac-
countants and Cost Accountants. 

J The Committee note that the Estimates Commit-
tee have, in their 24th Report (1972-73) pointed 
out that the teC'hn:que of performance budgeting 
has yet to be perfected. They have emphasised 
the need for an integration of the Performance 

-.--.-.-----.--.--.------' .. ~ ~ .. --. 
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Budget with the Demanda tor Grants. As stated 
by the Committee, Parliament would be more 
interested in the prescription of norms and 
standards which would enable them to evaluate 
and eriticaUy review the work of every Ministry. 

The Committee recommend that the terms of 
reference of the proposed Task Force may also 
include the question of preparation of a perform-
ance budget by the Railways as an intergrated 
part of the Demattds for Grants. 

The Committee would like the Railways which 
are the oldest public undertaking, to introouce 
Perfonnance Budget according to a time bound 
programme 50 that it can ad as a model to otheJ:' 
public utilities. 

7.28. The Committee .are glad to observe that the Rail-
ways are alive to the need for refining the 
accounting procedures to keep pace with the 
development of accounting skills and with the 
increasing range and variety of Railway opera-
tions due to changes in the mode of traction and 

, modernisation in several spheres. Changeover 
of accountal basis from 'received' to 'forwarded' 
basis for freight traffic, processing of invoices 
received from stations at the Electronic Data 
Processing Centre and quarterly closing of ac-
counts are some of the important refinements 
stated to have been introduced by the Railway. 
in recent years. Adoption of the Discounted Cash 
Flow Technique for examination of the financial 
viability of all projects costing Rs. 20 lakhs and 
above is another \Velcome step taken by the 
Railways. The need for compiling data in a fonn 
as to assist the management in controlling day-
~  operations as well as in taking decisions 

has alao been recognised . -_ .. _-_._._ •.. _-- . _--_ ... _--------_ .... 
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While due credit must be given to the Railways 
in this regard, the Committee would like to im-
press upon the Ministry the need for evolving a 
fully developed system of "Responsibility Ac-
counting" as emphasised by the World Bank 
Team in their Report. Railway Management at 
all levels have to realise their individual res-
ponsibility for their sectors of the costs. As 
stated by the World Bank Team "Ma"lY Railway-
men are excessively oriented to operating a Rail-
way as opposed to operating a Railway at a 
profit." 

Tht: Committee hope that the Railway Board 
will take immediate purposeful steps to reorient 
the accounting procedures so as to subserve the 
above objectives. 

The Committee further observe that the World 
Bank Team had underlined the need for elimi-
nating superfluous classifications which are now 
out of date and irrelevent to contemporary 
needs. In order to meet this criticism, the Rail-
ways are new contemplating further changes tn 
accounting classification so as to reorient the 
classification to bring in functional f>reak-down 
of costs as opposed to merely listing of costs 
under varioUS headings_ The Committee desire 
that this task should be completed with expedi-
tion. 

7.32. The Committee regret to nota that the 
Ministry of Railways have not so far been able 
to implement the recommendation of the Study 
Team of the Administrative Reforms Commission 
that a committee of expert Railway Officers may 
be appointed to review the various provisions 
contained in the Accounts, General and Engineer-
ing Codes and modify them to suit present day 
needs. They expect that action in this regard 
would now be expedited and a comprehensive ---------- ------------- ----- -- --------- ------ ------_.-----
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review of the accounting procedures would be 
undertaken immediately. 

The Committee would like the Ministry of Rail-
ways to report to the next Convention Com-
mittee the progress made in further refining 
the accounting procedures in the directions men-
tioned above. 
The Committee note that although the Railways 
are alive to the need for evolving a system of 
management accountancy to enable them to take 
expeditious well-calculated decisions while hand-
ling the complex problems of Railway Adminis-
tration, they have, by and large, relied upon 
their own personnel to develop the management 
techniques. Railway Accounts omcers are stated 
to 'be "endeavouring to suhmit purposeful, up-to-
date information a.,j a means of controlling cur-
rent operations and projectiOns of the probable 
future as a guide to planning". 
The Committee consider that no effective sys-
tem of modern management accountancy has 
been developed on the Railways and that the 
operational and financial controls exercised art' 
inadequate and antiquated. Therefore, the 
achievements in this field, being very slow, are 
far from satisfactory. The Committee consider 
that with their experience of operating a vest 
net-work for over a hundred years, the Railwaya 
should have taken more concrete and purposeful 
steps in this direction by combining it in the 
system which makes the entire management 
philosophy very modem and the techniques up-
to-date. As painted O1lt hv the World Sa,nk Team, 
it Is high time for the Railways to reappraise 
the system and examine the fundamental ob-
jectives of manal!ement so that effective control 
systems could hp deshmed to enable the objec-
tives to be fulfilled. It is of the utmost Impor-
tance that thp A ~ ~  UD sv8tematlt' Dlan-
nlng and control systems with a view to deftning 

-------------------
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cleady manaaement .objectives and strategies and 
plans to achieve these objectives and evolving 
norms tomonttor performance against the 
objective& set. POI' this PUrPose. there is need to 
introduce an effective ~  of management 
accountancy on the Railwa:ys as expeditiously as 
possible which would act as a tool of manage-
ment control and provld1!' concurren't and pur. 
poseful data at all strategic ~  to reach ap-
propriate decisions. 

The Committee would like to draw the attent:on 
of the. Ministry of Railways to the appointment 
of a high level Action Committee by Goverll-
l1leht to ~  inter alia the suita.bility of 
systems marttlgement ahd. adequacy of adminis-
trative, accounting and technical proceduT(;f; 
followed in public undertakings and to sugge,.,t 
changes. The Committee cOnsider that the Task 
Fotce recommended earlier in paragraph 7.10 
may also be entrusted with the respOnllibility of 
Criticillly examining the aeeounting and adminis-
trative procedures on Railways with a view to 
providing management aeeountancy, as an aid 
to management decisions, at all appropriate 
levels of control. 

The Committee further consider that it would 
be useful for the Railways to expose their offi-
cers to modern methods of management by 
sending personnel drawn from different <;uper-
visory levels for refresher Itraining courses con-
ducted by the Institutes of Management in the 
country. A regular system of inviting manage-
ment experts for delivering lectures in the Rail-
way Staff College, Baroda and other trainifl,", 
schools of the Zonal Railways would also be of 
mutuill beneftt. 
The Committee no"e that at present the Rail-
ways have a system of internal audit by tne 
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Financial Adviser and Chief Accounts Officer 011 

each Railway. The Committce consider that the 
feasibility 'Of utilising the services of Cost Ac-
countants/Chartered Accountants and Manage-
ment Accountants, outside the Railways, on pay-
ment of moderate fees to examine the working 
of the various establishments of the Railways 
and suggest avenues of improvement and earn-
ing more revenUe may be got examined by the 
Task Force recommended in paragraph 7.10 in the 
interest of operational efficiency of the Railways. 

The Committee note the efforts made by the 
Costing Cell of the Railway Board to ascertain 
the cost of carriage of various commodities 
which has enabled the Zonal Railways to quote 
station-to-station rates in order to make rail 
transport competitive with road transport. 

The Team of World Bank experts has expressed 
the need for developing BOO strengthening the 
Costing organisation at the Zonal level so that 
this work could be done in 8 more effedive and 
sustained manner. 

7.60. The Committee understand that the Railways 
have not so far worked out the cost of parcel 
traft\c as well as the goods mile cost for each 
train. The Committee hope that the Ministry 
of Railways would take suitable steps to 
strengthen the COlting Organisation to enable it 
to work out detailea costs of each operation on 
the Railways with a view to adjust their f4riff 
rates to the extent possible so as to meet success-

fully the growing competition from Road Ser-
vices. 

7.81. The Committet' regret to Dote that costing of 
passenger services has not so far been done by 
the Railways. They note that a beginning in 
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this direction has been made recently. It is 
important that the Railways should work out the 
cost of passenger services class-wise for Mail/ 
Express and Passenger Trains separately. The 
Committee hope that studies in this regard would 
be planned out and completed expeditiously to 
enable the Railways to identify the class of ser-
vices on which they are ll>sing, the extent of such 
losses and the measures that could be taken to 
obviate them. Similarly, in working out the cost 
of suburban services, further refinement should 
also be made by the Railways to ensure that the 
costs of such serv;ces are realistically assessed. 

7.79. The Commi:tee observe that in the matter of 
taking o'Ver stores accounting and stores (re-
coupment and rec>rder) functions on computers, 
there have been delays in· adhering to the time 
schedule laid down for completion of the various 
phases of the programme due to initial.:et"thlng 
troubles. Whereas it was initially hoped (July 
1968) to complete the work (Five phases) with-
in a year or 18 months i.e., by end of 1970, only 
the first two phases of the programme (in case 
of Phase I the progress is stated to be 90 per 
cent), have been completed so far. According 
to the revised programme, Phases III and V 
(Phase IV has been omitted) will now be com-
pleted only by ~ 1974. The Committee would 
Uke the Ministry of RaUways to keep A cloee 
watch on the implementation of the programme 
with a view to ensure that there are DO further 
delaY' in tbia regard. 

7.80. The Committee note that economies of scale 
would be possible with the installation of third 
generation computers which are stm to be «leve--
loped in the country. They also note that the 
procurement of U- computers is to be cle.red 
by the Electronics ~  and that the final 
dedaton of Govenlmerlt in the matter 1. stIM 

----_.- .. -------
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awaited. The Committee would like the Gov-
ernment to expedite their decision having regard 
to the need. for installing these computers by 
the Railways with a view to better inventory 
and managerial control and for effecting econo. 
mies of scale. 

The Committee would like to point out that the 
Railways are holding heavy stocks of stores and 
spares which amounted to Rs. 146.10 crores in-
cluding fuel and outstandings in suspense ac-
count as on 31-3-1971. They hold about 35,000 
items of maintenance stores and the value of 
their stores and equipment purchased during 
1970-71 amounted to Rs. 363.7 crores. The Com-
mittee note that. since 1968 the Railways have 
taken initiative to ~  modern techniques 
of inventory control like codification, standard-
isation, variety reduction, value analysis, A.B.C. 
analysis etc. The Committee need hardly em-
phasise the imperative need of reducing the ex-
cessive inventories held by the Railways to the 
minimum extent possible as a commercial orga-
nisation like the Railways can hardly afford to 
block much-needed capital on this account. With 
the acquisition of computers, the Committee 
urge that the Railways should review their sys-
tem of planning, programming and purchuing 
of stores and spares with a view to reducing the 
same particularly when indigenous suPpU. of 
stores and spares are readily available in most 
cases. The Committee would like the Railways 
to appoint a committee to go into the whole 
question of planning, programming and holding 
of stores thoroughly with a view to bring about 
improvements in the existing syltems and pr0-
cedures 10 as to streamline them. The Commit-
tee would like the Railway. to make a specific 
mention in' their Budget document. about the 
measures taken to rationaUee the Inventory 
holdings and ~  achieved. 
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The Committee appreciate the steps taken by the 
Railways to ellSure that the staff who may have 
lobe replaced on account of computerisation are 

not put to harcls1:atp and eYen their promotion 
pl'08pects are nc(.. affected. The Committee 
would like the MWstry to ~  ~  ..... hat 
other .req of. Railwf,Y oper.tion could be IJ"Ioni-
tored with the aid ~  cOZl)puters 80 that maxi-
mum advantage ilt ~ from these sophisti-
cated systems. ' 
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