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k INTRODUCTION

1. the Chairman of the Railway Convention Committee, 1871,
having been authorised by the Committee 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 and 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 financial position of the Railways and would need
closer examination. The Committee in particular mentioned remune-
rativeness of Branch Lines; conversion of gauges; optimum utilisa-
tion of existing Railway assets; 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 Manage-
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 all State Governments
were also requested to furnish memoranda on matters in which the
States may be interested. A Press note was also issued on the 7th
April, 1972 inviting all those who had any suggestions to offer to
furnish memoranda for consideration by the Committee within a

month.
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5. In response to the above, the Committee have received 70 memo-
randa from the following: —

(1) Members of Parliament

. 9

(2) State Governments . 8

(3) Railwaymen's Unions 7

(4) Chambers of Comrherce .

() Professional Organisations 3

(6) Retired Rallway 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 Managers|Heads of’
Departments|Divisional Superintendents concerned. They also visited
some Railway Workshops, Production Units and Research and Train-
ing Establishments. Opportunity was also taken hold informal
discussions with the representatives of local Chambers of Commerce-
and Industry on the wdérking of Railways.

7. At the sitting of the Committee held on the 14th July, 1972, it
was decided that Reports on the following subjects may be prepared
on a priority basis: —

(1) Accountihg Matters;
(2) Suburban Services;

(3) Commercial and a:llied matters; and
(4) Requirements and availability of wagons.

8. The Committee accordingly 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 Raflways on ‘Accounting Matters’ and ‘Subur-
ban Services’ on the 23rd, 24th, 25th, and 26th October, 1972. Evidence
on “Commercial and allied Matters” was partly completed at the
sittings held on the 21st, 22nd and 23rd November, 1972

9. The Committee have held 24 sittings so far. Their Reports on
“Suburban Services”, “Commercial and Allied Matters” and “Re-
quirements and availability of wagons” are expected to be finalised
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-
formation 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 Federation
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 present 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 recommendations|conclusions contained in the
Report is appended to the Report (Appendix VII).

New DEvLHI, R. K. SINHA,

December 14, 1972. Chairman,
Agrahayana 23, 1894 (). Railway 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 inter-alia the following recommendations cov-
ering the périod 1971-72 and 1972-73:—

(i) The existing rate of dividend at 44 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;

regard to the strategic lines, Kiriburu-Bimalgarh and Sam-
balpur-Titlagarh ore lines and the Kathua-Jammu line may
continue;

(ii) The extent arrangements for the purpose of dividend inJ

(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 overcapitalisation 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, extinguishing 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-progress (which could
otherwise be liable to payment of dividend) may be ex-
empted from payment of dividend for a period of 3 years;
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(vi) Consistent with the commercial practice of utilising reserves
as 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

@8 a set off in the dividend payable from the Railways to
the General Revenues.

L1l The Cemmittee recommend that the above recommendations
with regard to the rate of dividend payable by the Raflways to Gene-

ral Revenues and other ancillary matters, may be taken to cover the
next financial year viz. 1973-74 alse. .



CHAPTER 1
DEPRECIATION RESERVE FUND

A. Procedure for determining appropriations

The Depreciation Fund was instituted for the first time on Indian
TRailways in 1924-25. Upto 1923-24, the actual expenditure on replace-
ment of assets by like assets was charged to revenue as and when
the renewal took place, the improvement element in any replacement
being charged to capital.

2.1. The annual contribution to the Depreciation Fund was origi-
nally on the straight-line basis i.e., the original capital cost of assets
divided by the number of years of their estimated life, Detailed
registers were then opened 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 asset 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 1035-36, of the capital cost of each unit of
wasting assets for working out the annual contribution were given
up, and it was decided to simplify the calculation of the annual
appropriation to the Fund by 'fixing it at 1/60th of the total assets,
the rationale being that the at¢tual appropriations on the basis of

3
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detailed records had in fact roughly 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 1850-51, in terms of the recommendations of the Rail-
way Convention Committee, 1948, the annual contribution to the
Depreciation Fund was fixed, in effect, at the amount likely to be
required for replacements during the year; the inteirest 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 'und 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 lifee 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 fall 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 Committee drew attention to the
observations made in memo. No. III furnished by the Financial
Commissioner where it had been stated that a change in the method
of maintaining the record of depreciation was made in 1836-37 when
the detailed registers which were being maintained since 1924-25
were given up and it was decided to fix appropriations at
1/60th of the total capital-at-charge including the cost of non-
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wasting as well as wasting assets. The Committee enquired 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 to adopt the
average figure of 1.67 per cent ie. 1/60th 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
the 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 1969—74, the
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 1950-51 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 according to various age groups within each
category, their current costs and depreciation appropriate to the
lives of the asset in each category indicated that the arrear depre-
ciation accrued up to 31st March, 1968, was of the order of Rs. 860
crores. With reference to 31st March, 1969, this figure would have
gone yp further to about Rs. 850 crores.

2.9. For working out the depreciation accruing during 1969—14,
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
1960—74 may be placed at Rs. 580 crores. This figure does not,
bowever, take into 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 accounting methods was discantinued from
1935-36, consequent on the introduction of a simplified method of
calculating annual contributions to the Fund.

211. The Financial Commissioner added during evidence that
the forecasts of contributions to the Depreciation Reserve Fund
during the Five Year Flans were besed on detatled studies for each
yesr of the Plan. It had been found that the actual expenditure
on replacement wes very close to the annual contribution to Dépre-
ciation Reserve Fund.

212. The CommiMee are further informed that after a careful
-consideration of the systeth usedl for accounting of depreciation, a
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team of consultants deputed by the World Bank concluded (Jan-
uvary 1990) that—

“(a) there is ample evidence that depreciation charges in the
past have been adequate.

(b) Provided this trend continues, and the Railways do _not :
fall into the trap of under-providing for depreciation,
then we consider the present system to be acceptable.

(¢) There is obvious awareness of the need to provide both
for depreciation of capital cost and for inflation in future
costs. It is in the latter provision, making an on-charge
to historical depreciation charges to bring them upto cur-
rent costs, that the danger lies. Here again, however,
figures of past charges indicate that allocations have been
adequate.

(d) Future policy on Depreciation Reserve Fund within the
Five Year Plan period upto 1973-74, confirms eontinuity
of a sound depreciation 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 as suggest-
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 if so, whether they had examined the feasibility of
maintaining a Depreciation Deficiency Account to indicate the accu-
mulated deprecifation, 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 maintaing 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 Fund. Unless contrfbutions to Deprecia-
tion Reserve Fund itself are made on a strictly commer-
cial accounting basis, the Depreciation Deficiency ac-
count will not reflect the eorrect positien and may not,
therefore, serve the intended purpose.”
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2.15. The Financial Commissioner added during evidence that the
need for mgintaining such an account arose only in cases where pro-
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
also 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 tho question of
making provision for general obsolescence 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 such as fire etc. were taken care of by the Deprecia-
tion Reserve Fund. It was not necessary for Indian Railwavs to
follow the example of British Railways as the latter were getting a
subsidy of £71 million a year from the Exchequer and were still
running at a loss.

2.17. The Committte note that contribution to the Depreciation
Reserve Fund is at present related not to the amount of depreciation
calculated as accruing on the wasting assets of the Railways year
by year but to the amounts that are expected to be withdrawn from
the Fund during each five year period. In the absence of any de-
tailed record as to the prescribed lives of various assets, the Ministry
of Railways have been able to prepare only “rough’” estimates of
accrued depreciation—arrear as well as current—based on an ad hoc
assessment made 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 Tcam. 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
depreciation requirements. For this, it is essential that not only the
data with regard to the number of various types of assets requiring
replacement and their distribution in recognised 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-
voive very heavy clerical 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.c., the commencement of the
Fourth Plan. But, for the .assets created during the Fourth Plan
period, they feel 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 fuliy so that detailed
instructions may be issued in this regard. The Committee expect
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 Railways 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 created 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
should 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 vis-a-vis the contributions proposed by the
Financial Commissioner during the first three years of the Fourth/
Five Year Plan are shown in the table below:

Year

Contribu- Accretion  With- Closing

tion sug- to the Fund drawals Balanc:

gested by  (including

Financ al  interest)

C(_vmmis-

sioner
1969-70 . . 9500 102° 34 7378 126 38
1970-71 . . . 100° 00 108 §4 90° 68 144" 41
1971-72 . . . 10§ 00 11416 Q0- K7 167: 61
1972-73 . . . 110° 00 120 20 120° 00 1((;,}}9?
1973-74 11500 bl d et

-
————

.. Totalfor 4th Plan 525700
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2.22. In a note on the subject, the Ministry of Railways have
stated that during the inter-plan period of three years viz. 1966-6%,,
1967-68 and 1968-69, on the basis of 1965 Convention the appropria~
tion to Depreciation Reserve Fund should have been Rs. 345 crores
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 levi!l of appropriation to Depreciation Reserve Fund as ori-
ginally envisaged, this was reduced to about Rs. 290 crores. The
actual witlidrawal was lower than the appropriation on account of
the sluggish industrial activity, labour unrest and the deterioration
in the 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
equipment 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 situation has improved somewhat since 1971-72. The appro-
priations to the Depreciation Rescrve Fund are being regulated
according lo 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 such as UK.
and Japan. The Financial Comtnissioner has furnished the follow-
ing information in this regard:

UK. 77777 TJAPAN )
Year Fixed Deprecia- %, age Capital Deprecia- “/, age
Assets tion-million liabilities  tion (1000
million (1000 million million yen)
£ £ yen)

1966 1934-2 633 33 2685°§ 157°7 58
1967 1945° 6 647 3'3  3055°3 153:0 5.0
1968 1940°7 68:9 36 3376+ § 161°2 48
1969 847°9 438 $'2  3740°3 170°2 46
_m'.m 878:6 452 S 1 4131+ § 1753 42

(Note: Abqve.pe‘rcentages relate {o actual value of asests in U.K. and
capital liabilities in Japan. Figures in UK. are not very relevant
as there wag a large write-off of capital in 1968-69. Capital liabili-
ties of £1557 millions ag on December 31, 1968, were brought down

to £839 mi'lion on Januarv 1, 1969. This is in addition to £500°
miilion written off in 1963).
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2.25. The Committee pointed out that the closing balance to the
credit of Dlepreciation Reserve Fund had shown a progressive increase
from Rs. £9.19 crores in 1961-62 (i.e. first year of the Third Five Year
Plan) 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 the level of expenditure had been kept down despite the fact
that there were heavy arrears of replacement both at the commence-
ment of the 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 straighiway
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/under estimation was automati-
cally adjusted in the next year. In actual practice it had been seen
that the provision:slightly exceeded withdrawals. The balance to
the credit of Depreciation Reserve Fund 'was at present Rs. 164 crores
which was only 5 per cent of the total capital at charge of over
Rs. 3500 crores. This was in accordance wtih the prudent policy of
building up reserves to provide for any contingency in future.

2.26. Asked to what extent the shortfalls in expenditure were due
to over-estimation of the cost of replacement: of various types ' of
assets, shortage of foreign exchange, delays in supplies by foreign
suppliers and/er ‘delays -in supplies. from indigenous sources, the
Financial Commissioner stated that it was very difficult to furnish
any data showing thé éffect of the various factors separately. It was,
however, a fact thit ‘there were shortages and delays in supplies
both from foreign and indigenous saurces. In particular, the Rail-
ways were facing difficulties in getting components for diesel loco-
motwﬁs from the U.S.h after aid from that eountry had been cut off.

. 2.27; The Commlttee note that as a result of mnd-;ecm apprmal
of the Fourth Plan, the Planning Commxsaxon have .approved en-
hancement in the contribution to Depreciation Reserve Fund from
Rs. 525 to Rs. ‘550 ‘crores. ' In: this connection; they wowld like to
refer 'to the following dbservations made by the Public Accounts

Commitwe in para 195 of the Eleventh Report (Fﬁth Lok Sabhg) i

Nors

“Para 195-—The Committee note -that the Railway Conven-

. tion Committee, 1965, after having considered the require-
C# T mertts ‘during the petiodl 1988-«%1 - for:the purpdie of re-
RO plaeemem of hcommlves fmlihg swch nid track- mnewnls

sty hy 83, o o e
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cte. which were estimated by the Railway -Board at
Rs. 650 croves, recommended that “the apprppriation to
Depreciation Reserve Fund from Railway revenues may
he increased to an average of Rs. 130 crores per year for
the quinquennium 1966—71 or as close thereto as possible,
tahing account 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 the 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 years. The Committee consider that in years
when the Railways run at a loss, the contribution to the
Fund should be related as far as possible to the actual
requirements.”

228 In a note showing action taken on the above recommenda-
tion of the Public Accounts Committee, the Ministry of Raitwiys
have stated that appropriations to the Deprecmtxon Reserve Fund
require to be regulated on three considerations viz.:

(1) witfidrawals to meet the expend!ture on renewals and re-
placéribnts, ds plifined in 2 Plin pérted of five ydh;

(ii) need to maintain the Fund baqucep ata reqsonable level
commensurate with the capxtal-at-change and

(il) Anancial position of the Ratlwiys.

2.29. The Mihistry of Railways have added that deapite the.in-
crease in outlaly of the order of Rs. 25 crores sanctioned by:the Plan-

ning '.appmpﬂﬂionbthefﬁndlhéﬂmpropondtobe
képt at Rs. 29’ crorés diirinig the Fourth Plah petiod

2.30. The Committee also note that while agreeing with the exist-
ing policy df fihanéing thé Deprecistion Reserve Fund, the Wofld
Bank teiin hive récommeridedl a bulld up of the Fund, whigh can
only take pllce lf the annual contribution to Depreciation Reserve
Pund is mdre than the withdrawal.

2.31. !beCounithe«luﬂuthﬂMllvhwd»mttMt

the actuml witlidrawals fresi the. Fund.have heam. lots  than the
hdpunpnﬂshmmanmbudmthecwmto
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the credit of Depreciation Reserve Fund having consequently gone
up from Rs. 2819 ecroves at the commencement of the T hird Plan to
Rs. 164 crores at present, the contribution to the Depreciaiion
Reserve Fund during 1973-74 may, as proposed by the Financial
Commissioner, be of the order of Rs. 115 crores, or as close thercto
as possible, taking into account the financial position of the Rail-
ways.

C. Replacement/Rencewal Programme During the Fourth Plan
(1) Replacenient of Rolling Stock.

232 The Committee cnquired what efforts had been made since
the advent of planning (1950-51) to overtake the heavy arrears of
replacement which had accumulated over about two carlier decades,
the extent to which these arrcars had since been over-taken and
whether planning in this regard was made on the basis of detailed
assessment of assets of each category that were required to be retired
at the beginning of each Plan 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 made
at the beginning of each plan period. The figures regarding first
threc plan periods are at present not readily available. Details
regarding Fourth Plan period are, however, given below:

Repl%ement of Rollmg Stock in Fourth Plan

Stock (nndudm g.u o Cnst of Rephammt Cost uf
thorised replaced) Replacement planged in Repilace-
requiring replage- (In crores IVth Plan mcnrl‘rhww
ment during IVth of Rupees) in IVth Plsn

Plan (In creres
of Rs,)
(1) (2) ) (4)
Looes (in steam i 2654 22079 1188 6732
Units
Electric Loces <7 10' 79 53 19°03
Cosches i vehi- 5835 107° 30 3200 61° 36
cle Uaits
EMU Coabees 318 12.71 300 12.43
Wagone (in four- 51097% 141,53 27628¢* 69.%6
wheelers)

(*On the basis of 40, 45 und 50 yearg age basis for BG MG and NG
wagons respectively).

(** Excludes 8000 wagons provided for at the time of ferm Appraisal,
due to enhancement of the outlay to Rs. 550 crores from 525 crores on
Depreciation Rescue Fund approved by Government in consunatwn with the
Planning Commission which may be thrown forward to the Fifth Plan.)
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, 233. The stock actually placed on line on replacement account
Advrmg the First three years of the Fourth Plan i.e. 1868-70, 1970-71
and 1971-72 the number programmed to be replaced during 1972-73

and 1973-74 and the hkely shortage in each category, is stated to be
a's under:

Stock placed on line replacement  Stock pro- Rephoemems Likely

accoynt dunng 1969-70 to gramme to planned in: short-
1971-72 be replaced IVth Plan fall
during 1972-
73 1973-74
1969-70 1970-71 1971-72 Tota)
Locos (in
steam units) 192 234 278 704 484 1188 Nil
Electric locos 2 1 3 36 s3 14
Coaches 488 523 402* 1818 1352 3200 30
EMU Coaches 43 48 48 129 171 300 Nit
Wagons © 8391 5709°S 3759  1759°S  9768's  27628**  Nil

2 34 The Railway Board have explamed in this connectlon
that while the provisioning of stock is done on a five year plan basis,
the provision for production in the Production Units, Railway Work-
shops|Private Builders is done through Rolling Stock Programmes
every year. The actual planning 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 account only on a year to year basis. It is expected that the
original plan targets for procurement of locos, coaches and wagons
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
of 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 orgemi-
sation for follow up of production targets in the Railway Board and

(*Allocation of 402 MG Coaches revised in January, 1972 from additional

account to Replacement account as a result of mid-term appraisal
of the Fourth Plan)

*wExclu s 8000 wag.ns provided for at the time of mid-term appraiasal.
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the progress is reviewed frequently to ensure that there i3 no shert-
faB. Shortfalls, however, occur at times due to causes not oftbm
within the control of the Railways.

2.38. The Committee enquired about the arrears in the replacement
of rolling stock at the beginning of the Fifth Five Year Plan and
the amount that would be required for their replacement. In reply,
the Ministry have furnished the following information:—

Steam Locomotives
B.G. 844
M.G. 473
N.G. 227
1544
Electric Locomotives——18
Coaches o
PCVs OCVs Toml
B.G 562 966 8
MG 946 43 1405
N.G. 343 1
1851 1123 2974
EMU Coaches
B. G. 18
Wagons
('n terms of 4-wh:elers)
B. G, - . 16996 (on th: basis of code 1'fe of 40 years).
M. G. . 4948 (on th: Lasis of code life of 40 years-|- § years).
N. G. . 1525 (on thr basis of cod« life of 40 ycars-; 10 years).
Total | .. 23469

2.37. The estimated amount required for replacement of the entire
overaged content of locomotives, carriages and wagons is givea
below: —

Steam Locoinotives Rs. 154 40 crores
Electric Locos Rs. 313 crores
Carriages Rs. 60° 71 crores
E£MU coaches Rs. 0 28 crores
‘Wagons Rs. 71° 67 crores

Total : Rs. 290° 19 crores
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2.38. In addition to the above, 186 locos. 713 coaches and 14,666
wagons would become due for replacement during the Fifth Plan
i’f&‘i@ _The jotal stook sequiring mplaoemmt during the Fitth Plan

fherefore be as fallows: .
Locos 1'730 .
N . - Casches 3687

P
s R

Wtcom 38135
(ﬂ’ Rel’lammp of Dverage Locos:

239 It has been statdd in Financial Commissioner’s memorandum
(No. IIT) to the Committee that on the basis of the available funds,
it is expected that 419 Main Line Diesel Locémotives, 23 Diesel
Shunters, 83 Electric Locomotives and 124 steam locomotives will be
placed in service on replacement pecount, leaving 844 locomotives on
Broad Gauge, 473 on the Metre Gauge and 227 on the Narrow Gauge

(all steam loco equivalents) to be continued in service overage at
the end of the Fourth Plan period.

2.40. Referrlng to the statement in the Financial Commissioner’s
memo. (No. I'ff) that “actual replacements have heen and will con--
tinue to be, regulated according to the availability of internal and
external ruouqu indigenous capacity to manufacture rolling stock
with the minimum import content and other relevant factors”, the
Committee enquired what the constraints in this regard were and’
what steps were being takén to meet the anticipated replacement
requirements.

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

TABLE=I
BG MG NG Total
Steam | 37 87 — 124
Dies:l main line Locos 279 110 30 419
Diesel Shunters + 23 7 — - 23
Electric Locos @ §3 "7 — —-— 53

2.42. The above represems only the planned 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.

+ !‘or replacement ot steam lwomotives
@For replacement of DC Electric locomotives.
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243, The capacity avmlablg for the manufacture of locomotxvu
in the production’ ‘unils ‘of e Indian Hiftweys ‘viz; Chittaranjsn
Locomotive Works and Diesél Lotomativé Werke ini the Fourth: Phide

.parigd jo meet the requirements of both replchmqnts and additions,
38 mvn below:.

- ) vy TABLB e 1! .
A . bE A N LR Do R |
P Sredm mw v xmp‘_m. 1 sm';. e,
Year —BE——__AA-E tric - (Main Line). lorsa, Tow .

BG BG GM NG BG

”W 32 13 31 58 M ‘ e i 189
“1975:71 s ® o s omos T e o
*191-73 - 1 # ™ 3 5 3
1972-73 - - 51 L 43 - §6 243
| 1973-74 - - 7% ™ 6 - C I
Total -'-‘;é“'-" T Taset eps SElS 10 38 mas

*»F gures for 1969-70. 1970-71 end 1971-72 arc actuals

244. The tptal prodyction capacity hence available during the
Fourth Plan is of the order of : '

TABLE III
B.G. M.G. N.G. Total
Steam 37 60 -— 97
Diseal main line 375 178 10§60
Diseal Shunters 213 -— -— 213°%¢
Electric Locos 252 -— -— 282

("Inclusive of 80 bemg manufactured for pubhc sector undertakinn)

2.45. 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.

2.48. The replacement during the Fourth Plan has been restricted
to the Planned target indicated in Table I, as the balance of the pro-
duction capacity hes to be utilised for the production of locomotives
on additional account to meet the requirements of additional traffic.
It was alsr considered neither feasible nor necessary to meet in full
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the requirements of steam loco replacements in the Fourth - Plan
period itself, due to reasons enumerated below: . ¢

(i) The production of electric and diesel locas in the Preduetion
Units is restricted by the availability of indigenous hought-out, as
well as imported components, as the capacity for mannfacturing
these has yet to be developed fully in our country. Also, too heavy
anoutlay: would have been necessary for a complete. replacement of
all overaged locomotive stock. "y

(i) A Yoo rapid and a speedier expansion, and development. 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 Plans, so as to avoid over-capitalisation 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 locos 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 factlities 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 was
tapered 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 diesel and electric locomotive manufacturing

capacity.
(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 was necessary for placement
of developmental orders and for the indigenous manufacturers to

measure up to the rigid standards of specification, accuracy and qugli-
ty and also to enable them to build up their capacity to meet the in-

ereasing load.
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(vi) These sophisticated modern 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-
mum time-period is required for the running staff and the mainte-
nance staff ih the Divisions to be given conversion training so that
with the gradual increass in the modern 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 modern modes of traction was planned to be effected
at the minimum cost. Such a process is expected to be continued
in the ensuing plan period.

2.48. During the Fifth Plan the outturn is expected to be of the
order of some 400 BG electric locos, 800 BG and MG main line diesel
1ocos and 30 BG diesel shunters and NG main line locos etc. in the
production units of Diesel Locomotive Works and Chittaranjan Loco-
‘motive Works. The equivalents of these clectric and Diesel locos
in terms of steam locos being 2.5 steam locos per main line diesel and
electric loco, and 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 stcam loco stock
thrown forward from the Fourth into the Fifth Plan, but also
simultaneously meet in full the arising of rcplacement locomotives of
the Fifth Plan period itself which totals only to 54 BG. 123 MG and
9 NG locos. Besides this, there will be adequate capacity available
for putting on line a substantial number of diesel and clectric Jocos
on additional account.

2.49. In reply to a further question. the Ministry have furnished
the following information regarding the age groups of overiged
steam locomotives which will be continue:dl in service at the end of
the Fourth Plan:—

1.5 M.G. N.G. ‘T'nal

Age Group

41-45 201 169 41 674
46-50 356 43 62 )
§$1-55% 227 21 24 Q2

— - Q= o=

Above < years

K14 473 727 1644
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,2.50. During evidence, the Committee drew the attention of the
re; resentatives of the Ministry to the fact that as many as 1544
steam locomotives and 18 electric locomotives would be awaiting
replacement at the cnd of the Fourth Plan and enquu-ed to what
extent use of the overage locos had affected the traﬁic carrying
capacity and operationa] efficiency of thc Raﬂways The representa-
tive of the Ministry stated that the overage Tocomotlve were being
downgraded for utilisation on inferior services such as for shunting,
mill pilots and departmental trains. The total requu‘ement bf shunt-
ing engines for such services was about 3,000 for both B.G. and M.G.
The total stock of steam engines with the Railways was 9500 of
which 1544, that is to say, roughly half the number required for
shunting purposes, were overage. The use of such locos in shunting
did not affect the traffic carrying capacity of the Railways. Overage
electric Jocos 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 could be extended
from 40 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 cconomically 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
Railways were anxious to switch over to modern modes of traction
on grounds of cconomy and efficiency, they had also to keep in
mind the fact that being a poor country, they could not scrap old
locos which had still some life in them and replace them by newer
tvpe for which some foreign exchange also might be required.
Moreover, replacement of steam locos by diesel or electric locos
alsn implied reduction in the number of running and maintenance
staff by as muny as 30 persons per engine. The staff were being
trained on a phased basis for manning the diesel and electric locos.
It was. 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 required
more skilled staff. The Railways had, therefore, perforce to proceed

slowly in this matter.
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253, To a question by what time it would be, qssxble to replace
all the overage locos, e representative of the mstu stated that
it would be pnssihle to phase out all the overage steam locomotives
by the end ¢i the Sith Plan depending upon the availability of
diesel oil.

2.54. In reply to a further question, the Financial Commissioner
stated that in view of the fact that two thirds ef the country’s re-
quirements of crude oil were being met through imports, the Rail-
wayvs had been advised to go slow with their programme of diese-
lisation. Moreover, the price of crude oil imported from Middle
East countries had gone up by 20 per cent during the last three
vears. 1t had, therefore, been suggested at an inter-ministerial
meeting that the Indian Railways should not go in for any further
dieselisation. A paper prepared by the Railways about the econo-
mics of using diesel oil had shown that the Railways had still an
edpe over other users of diesel oil and that the Railways will have
to spend a lot more both on Capital and Revenue Accounts if they
stopped further dieselisation. The fact however remained that sup-
plies of dicsel oil could be cut off during national emergency as
happened during the course of recent hostilities with Pakistan. It

was, therefore. necessary for the Railways to continue to use steam
Incomotives.

2.55. The Committec enquired if it was not a fact that the over-
age 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
such 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. 75,000]-
and Rs. 90,000'- whereas a diesel loco now cost as much as Rs. 15
to 16 lakhs. That was why the Railways had adopted the policy of
downgrading them for shunting services. In order to economise on
fucl. the size of the grate of the bigger engines was cut down when
they were required for light shunting work.

2.56. Asked if the Railways Board had worked out the economics
of using overage locos. the representative of the Railway Board
“tated “No, Sir, we do not have exact cost figures but for some
vears now we have followed this policy of downgrading the old

light engines for shunting purposes because it was found to be
cheaper to do this.”

2.57. To a question if the Railways had developed a light diesel
engine for shunting purposes, the witness replied that diesel
hydraulic locos manufactured in Chittaranjan were meant to be
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used for light shunting work. On the other hand, the diesel|electric
Jocomotives manufactured in Varanasi were being utiliml for heavy
duty hump shunting in classification yards.

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

“The effect of the poor performance of the steam locomotives
on the coal consumption will be revealed from the fol-

lowing facts:
Coal consumption on BG by classes of service [Statement
No. 27(b)].
(In tonnes)
Period Passenger Mixed  Goods Shunting  Deptt. Misc.  Total

o & Siding
L

1960-6.lJ 3034885 133728 5488819 1572882 422031 306187 10958582
1965-6:‘ 3795536 123878 4644096 2052351 562763 333345 11511969
1969-70 3587887 204309 3967455 2252782 506413 247887 10756733
1970-7 l 3420651 208266 3472506 2247104 450238 202658 100014213

(i) Though the passenger tonne kilometres rose from 44,983
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.e. 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 ‘a‘pro- rata basis, ad-
ditional 2.1 million tonnes of coal has beeri consumed.

During the year 1971-72, the coal consumption has been
higher by about 1601 million tomnes. It is seen that
' while the volume of traffic handled by steam has consi-
derably come down, the consumption of coal continues to
remain almost 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/diesel traction.”

2.59. 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
reasons for keeping the over-aged locomotives in service is stated to.
be paucity of foreign exchange required for replacing them by die-:
sel and electric locos. Their replacement will also result in reduc-
tion in the number of running and maintenance staff by 30 persons
per engine for whom it is difficult to provide alternative jobs. The
Committec regret. to note that the ecomomics of continuing the-
over-aged steam locos has not been worked out by the Railways
Board so far. They feel that the continuance of over-aged steam
locos results in:

(i) Excessive expenditure on their annual maintenance;

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

(iii) Continuance of antequated skill in labour force:

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

(v) Continued blocking up and under-utilisation o! much
needed line capacity. .

2.60, The Committee would like the Minutry -of lnﬂw:ys to
examine the matter in depth with a view to ‘ascertain the pn;:iae
effect of using over-aged steam locomotives on the various types
of services and the economics thercof. They would also like the
Railway Board to work out whether the use of dicsel shunters is
more economical than steam locos for such work. The Committee
urge that this matter may be examined by the Eﬁctencv
Bureau of the Raiiway Board urgently. Based on #such a
study, the Railway Board may examine if the policy of wsing steam
locos rather than diesel shunters for shunting work and continuing
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the wse of over-aged steam locos calls for a review and whether
the pregromme of replacement of such locos needs to be accelerated.
Ve Oonmitiee need hard!y stress that a time bhound programine
tor the replacement of steam socos mayv be drawn up by the Rail-
wayv Board.

261 Foe Committee would like to emphasise  that man-power
rendered surplus, as a result of the replacement of steam locomo-
tives, should not he retrenched but may be gainfuilly emploved for
other types of operational and productive work on the Railway
Public Undertakings.

Replacement of Over-age Electric Locos

2.62 The Committee pointed out during the evidence that the
progranune of replacement of electric locomotives during the Fourth
Plan had been lagging behind in so far as only 3 out of 53 locomo-
tives programmed to be replaced during the Plan, had been actually
replaced during the first three years of the Plan and  enquired
about the reasons for shortfall in this respect. The Financial Co-
missioner stated that the HEIL, Bhopal had been able to deliver
only 7 sets of electrical equipment upto 1970-71 and 16 incompletc
sets during 1971-72 as against the railways’ requirements of 27 sets
for which orders were placed in June 1967 and 30 additional sets
ordered in July 1969. The shortfall was due to certain difficulties
faced by HEIL, Bhopal in obtaining the imported equipment from
U.K. The Railway Board were in touch with the Ministry of Indus-
trial Development in this matter.

2.63. The up-to-date position of delivery of electric locos was
stated to be as under:

1970-71 3 Nos.
1971-72 6 Nos.
1972-73 4 Nos. (against 14 programmed)

264. In a further note on the subject, the Ministry of Railways
have stated that replacement of over-aged DC locos (57 Nos.) was
included in the Rolling Stock Programme of the Railways as
under:—

Years Nos.
1965-66 10
1966-67 17

1968-69 30
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Orders were placed on Chittarcaisn Locomotive Works b 1yss.
Orders for the manufacture of Eiectrical equipments for these wcos
were placed by Chitiaranian Lecomonve Works on HELL o the

vear 1968 69,

2.65. Chittaranjan Locomotive Works had initialiy pae gvonaced
to manufucture and suprely ol the 37 locos during tie Fourt, Flin

but the prograinme had to be vevised to 45 locos subscgioily
mainly due to shortipge in supply of equipment by HEILL,
2.66. The supply of cquipments from HEIL during the Fouasth

Plan period has been as under:

1970-71 7 sets (excluding transformer transductor).

1971-72 9 sets  (includes onlv 1 set of transformer’
transductor).

1972-73 8 sets (includes only 1 set of transformer’
transductor).*

*upto 31-10-1972

2.87. To a question when and at what level the question of short-
fall in supplies of Electric components was last taken up with the
Ministry of Industrial Development/Heavy Electricals and with
what results, the Ministry of Railways have replied that supply of
traction equipments from HEIL is being continuously watched and
frequent meetings are being held at all levels with the HEIL
to discuss shortfall in supply, future programme and other allied
problems in the supply of equipment.

. 268. Officers of Railway Board, HEIL and CLW had discussions
in Board’s 0&(‘.& in this regard in June, 1989, February, 1970, April
1970, April, 1971, November, 1971 and August, 1972. In addition to
discussions at Board’s level, General Manager. Chittaranfén
Locomotive Works has been regularly holding discussions with
‘General Manager HEIL, Bhopal.

_ 2.69. Difficulties due to shortage in supply of cquipments were
also brought to the notice of the Ministry of Industrial Development
and the Cabinet in the early part of this vear.

2.70. In spite of all these efforts and constant follow up made by
t}}e Railways at all levels, HEIL have not been able to honour their
promises about thé rate of supply of traction equipments; HEIL madc
downward revision of the promiséd supplies at least 3 times during
the period June 1969 to November, 1971.
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2.71. The Committee are concerned to note that the programme of
replacement of overaged clectric locos has been lagging very much
behind the targets 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
Railways. This is stated to be due to the inability of HEIL, 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 fully achicved

2.72. The Committee regret to note that although replacement of
average D.C. clectric locos was introduced in the Rolling Stock Pro-
piramme for the years 1965-66. 1966-67 and 1968-69 orders were plac-
cd by the Railway Board on Chittaranjan Locomotive Works in 1968
only. The Chittaranjan Locomotive Works placed orders on HEIL
for manufacture of electric equipments for these locos in 1968-69. 1t
i~ thus evident that not to speak of advance action, e¢ven concurrent
action for the manufacture of electric equipment for the locos by
HEIL which takes time. was not taken by the Railway authorities.

2.73. Tt is also regrettable that even after the placement of orders
hy Chittaranjan Locomotive Works in 1968-69 for manufacture of
clectric equipment there was not only downward revision of the
promised supply four times during the period June, 1969 to November,
1971 but also failure to honour even the reduced supplies.

2.74. The Commitice need hardly emphasise that the iradequacy
of electric locos results in under-utilisation of the electrified sections
of the Railways on which heavy capital expenditure has been
incurred. In the interest of optimum utilisation of the electrificd
sections of the Railways' it is very necessary that there should ‘l;w
integrated planning for the production of electric equipment by the
HEIL and the electric locomotives by the Chittaranjan Locomotives
Work<. The Committee would like the Ministry of Railways to take
up the matter again with the Ministry of Industrial Development
at a high level to prepare an integrated plan for the supply of
clectrie equipment by the HEIL to the Chittaranjan Locomotive
Works ~o that the targets of production of clectric locomotives not
only on replacement account hut to meet additional requirements
are fu'ly met. The Commitice need hardly point out that the
Railwave <hould place order< for the manuiacture of electric
equipments on HFEIL well in advance to cenable them to take
necesery action in the matter and plan their production nrogramme

and do? oo ehedule aecovdingly.



27
(&) Replacemsnt of Dverage Wadons )
2.75. It has been stated in Financial Commissioner's memaqran-

duri (Ne. FIP) that during the Pourth Plin 27,858 wagons (in terms
of four-wheelers) will be replaced as utider: o

Broad Gauge 17480,
Metre Gauge 1.!!0.’
Narrow Gauge 2,362

Total: 27,628,

By the end of the new Fourth Five Year Plan, all wagons which
have outlived their normal life of 40 years on Broad Gauge, 45 years
(le. 5 years more than normal life) on metre gauge and 50 ¥ears
(i.e, 10 years more than normal life) on narrow gauge, would be
replaced. This wauld, however, still leave 16,896 on the Broad
QGauge, 4,948 on the Metre Gauge and 1,525 on the Nasrow Gauge
overaged wagons (all in terms of four-wheelers) at the enmd of
Fourth Plan.

2.76. The Ministry of Railways have informed the Committee that
the planned replacement of wagons during the Fourth Plan has been
re-assessed approximately at around 36,000 wagons (including 8000
wagons provided for as a result of mid term appraisal due to enhance-
ment of the outlay to Rs. 550 crores frgm 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 another 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 26,000 to 27,000 wagons per year on replacement and additional
account during the Fifth Plan period, excluding the export demand.

2.78. Based on the actual performance of the private public sector
wagon manufacturing units where it had been noticed in the past
to fall short of the targeted production, a propesal to put up a wagon
menufacturing unit with espacity of approximately 4,000 wagons
annually to provide a cushion for meeting such shortfalls in the
wagon manufacturing programme by existing manufacturing units

2719 LS—4.
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and simultaneously enabling to meet the export demands for wagons
is under consideration. -

2.79. The Committee enquired about the age groupings of -the
overage wagon stock. The Ministry of Railways have stated in a
written reply that “it is very difficult to give with any degree of
accuracy their age-wise distribution as the wagons are taken off the
line by the Railways not purely on the age basis 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 anddates
of purchase of which were known, they were also required to.replage
underage wagons which were involved in accidents etc. As such,
it was difficult 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 nf the Fourth Plan),
1-4-70, 1-4-71 and 14-72 is as below:

— — — —— —

Age groups

4145 4650 §1=—5§ §6==60 6165 Total

-

As on 1-4-69
BG

6342 4459 2558 931 1409 15,699
MG 6618 3386 2402 549 537 13,492
NG 683 565 1076 573 763 3,660
As on 1-4-70
BG 5412 4541 2065 872 1601 14,491
MG $406 4332 2300 287 730 13,05$
NG 816 $42 740 653 951 3,703
As on 1-4-71
BG 3947 4822 2018 1050 1500 13,427
MG 5388 3842 2539 198 545 12,512
NG 843 524 816 631 1008 3,822
As on 1-4-73
BG 3455 4298 2073 885 1514 12,338
MG 4382 4170 2407 237 sio 11,806

NG 84 i §70 888 sto uabi: 78

e . - i e 3 b o b s sy
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2.82. The number of new wagons placed en line on “Replace-
ment” account during the years 1969-70, 1970-71 and 1971-72, year
wise and gauge-wise, is as below:

(in terms of 4-wheelers)

During the Year BG MG NG Total
196Q-70 , . . . . 4719 3672 -— 8391
1970-71 . . . . 4253°¢ 1456 - 57095
1971-72 2669 1014 46 3759

Total | . ., I1.671°§ 6.142 46 17,859°%

2.83. The 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. . 10.78§2
M.G. 3,795
NG 119
Total : 14,(66

(Note: Since wagons are condemned and taken off the line on
an age-cum-cordition 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 any one 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 repeatedly 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 stock with the Rail-
‘ways “should be drastically cut down” as “excessive stocks lead to
-slackness in utilisation and poor outturn. Besides. as wagon procure-
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ment for future requirements is based on indices of current perfor—
mance, the slackness in utilisation of wagons, by depressing the 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)

1969-70 1970-71 1971-72

Original anticipation 211°9 2246 2372
Revised forecast 211°9 217:¢c* 210°0
ACTUAL 207 g0 1990 2080

* ' further reduced to 211.5 million tonnes in July, 1970

2.86. As compared to the actual originating traffic of the order of
204.8 million tonnes in 1968-69, 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 million
tonnes during 1970-71.

2.87. The Committee observe from the Mid-Term Appraisal of the
Fourth Plan that the original and rcvised programme for procure-
ment of wagons (in terms of 4 wheelers) on additional and replace-
ment accounts is as follows:—

On on
atdinenal repiscentane Towl

acconnt dcconnt,
As in the gth Plan ~6.192 26,240 1.01.€322
Revised 33048 38628 68776

2.88. In view of 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
circumspection in making further investments for augmenting their
capacity for manufacture of wagons during the Fifth Plan. The
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iCommittee consider that the estimated requirement of the order of
:26,000 to 27,000 wagons a year on replacement as well us additional
account, during the Fifth Plan period (excluding the export demand)’
indicated 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 san_ctioned.

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

2.90. The Committee cannot help feeling that the records show-
ing dates of purchase of wagons and their age groups ectc.. are not
uptodate and accurate. The Committee would, therefore, like the
Ministry of Railways to look into the matter so that the system of
keeping such records is streamlined and the replacement prograthme
is drawn up on the basis of actual requirements,

(¢) Replacement of Overage Coaches

291. The Committee are informed that the total replacement
needs in the Fourth Plan stand at 6,174 made up of targeted Fourth
Plan replacement; of 1.500 BG and 1700 MG and NG during this
Plan period and throw-forward of 2974 over-age coaches from the
Fourth Plan into the Fifth Plan period.  Against these requirements
of replacement of coaches, the production units in the country con-
sisting of Integral Coach Factory. BEML. JESSOPS and the Railway
Workshops among them have a capacity for the production of 7054
coaches in the Fourth Plan period. Hence, the capacity available
in the country for replacement of coaching 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, there is also an increasingly large demand for additional
coaches. Hence, ncarly 50 per cent of the available manufacturing
capacity for coaches in the country has been planned to be utilised
for coaches on additional account. It has been proposed to replace
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only half the total number of arisings on replacement account. dur-
ing the Fourth Plan pericd. This decision had been taken to enable-
additional coaches being added to the fleet for the reason mentioned’
above. Moreover, on check it was noticed that replacements could®
be spread over a longer period, on age-cum-condition and not merely-
on over-age basis.

. .2.93. Hence in the Fifth Plan period, the throw-forward of over-
aged coaches 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 trends and to take up construction of additional coaches
for the Metropolitan Transport Services to meet the urban needs in
the major cities in this country and to meet export needs, it is neces-
sary to augment 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 overage coaching stock  No. of coaching stock which will fall due for replacement

at the beginning of the <th Plan during the sth Plan,
oLl
PCV OCV  Toml PCV CCV Total (i) & (i1)
) a T
BG €62 $66 1128 249 49 298 1426
MG 946 459 1405* 340 42 383 1788
NG 343 98 441 32 - 32 473
v v T ) 3 - ——— ——
ar ot Al 1441 1723 R974, . 62X I "ﬂ‘ ,q368?

e A e« ot o e ey, b e 3, # g
*These will be between the ages 31 to 3; years.
**Over 35 years of age. °

S—



296. So far as EMU coaches are concerned, the Committee are
informed 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 1873-74 envisages replacement of the remaining
171 EMUs.

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

{

Particulars No. Age cost ) .
(At present cay prices)

1500 DC EMU . (BG) 246 44 yrs. Rs 12-70 crores.
25 KVAC EMU | R . (MG) s4 42 yvrs. Rs. 1'44 ,.
Rs 1514

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
*Mis. 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 FEarth
Movers, Bangalore. The shortfall of about 100 coaches per year
from M|s. 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
gauge cohversion, the Railways should not gd'in for accelerated re-
placément 6f overage MG stock. The replacement requirements had,
therefore, been revised slightly downward.
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2.101. To a question why the programme of replacement of gve-
rage EMU eoaches was legging behind, the ‘witness stated thht in
this case also, the main reason was shortfall in supply of electtie
equipment from HEIL, Bhopal and labour trouble in Jessops. I
had been proposed to place 841 EMU coaches on line during the
Pourth Plan out of which 300 were on replacement account and 541
on additional account. The Railways had drawn up plans for buil-
ding some more coaches next year in the ICF if M|s. Jessqps 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 HEILL, 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 Plan).

e g— e . -

B.G. M.G. TOTAL PER YEAR
AC DC .
ICF 138 251 54 443 90
Jessops | . . . . - 247 —_ 347 70
W.Rly.(by ¢onversion) . —_— SI —_ 3 —_
283 649 54 841 —

2.103. Actual production at these units durmg last 3 years viz.
1960-70, 1870-71 and 1971-72 hes been as under:—

+ — ——

B.G. M.G. TOTAL Production
- PeT Vear.
AC DC
1ICF . . . . . 1ro 61 - 171 24
Jessops | . . . - 122 - 122 30
W.Rly. . . . . . - 45 - 45
o e

t10 248 = ‘338
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*The reasons for shortfall are: —

(i) There was a set back in Jessops due to labour problems
and increased cost demanded by the firm which could not
be met.

(ii) Shortfall in production in ICF has been due to inadequate
supply of traction equipment from the Public Sector Fac-
tory of HEIL/Bhopal as well as other indigenous enuip-
roent such as EP brake equipments, etc,

2.104. Action has been taken to augment the supply of traction
equipment by procurement of balancing requirements from foreign
sources and outstanding issue of prices has since been settled with
Jessops. Capacity of ICF is also being fully diverted towards increas-
ed production of EMU coaches by reducing producing of conventional
coaches to the extent necessary.

2.105. In a further note on the subject, the Ministry has stated al-
though orders were placed well in advance on HEIL, Bhopal for sup-
ply of traction equipments, the supplies actually effected have been

far behind the stipulated dates. The supplies received so far are as
follows: —

1968-70 . 12 sets.

1970-71 .. 20 ,,

1971-72 .. 25 ,,

1972-713 . 8 ,, (Upto 31st October, 1972).

2.106. The Committee are glad to note that the Ministry of Railways
(Railway Board) are alive to the need to augment the existing
capacity for the construction of coaches. They trust that advance
sction will be taken by the Ministry to ensure that not only the
-arrears of replacement of coaching stock are cleared but full require-
ments of additional coaches for non-suburban services as well as for
Metropolitan Transport Services are fully catered to at the earliest.

The Committee have no doubt that while planning for additional
coaches, the Railway Board will take into account not only the grow-
ing requirements of 3rd Class Siecper accommodation on the Rafl-
ways but the need to eliminate over-crowding with the utmost
ex))ediﬁon.

-2.107, The Committee regret to note that out of 300 overaged EMU
‘woaches, programmed to be replaced during’the Fourth Pian, only 129
units were replaced during the first three years of the Plan. As these
units are more than 40 years old (as against their normal life of 25

. ¥ears), it is pecessary that the replacement programme is accelerated.
. ¥he Committee would also like to emphasise that the Railway Board



should assess the requirements of EMU coaches on additional accoumnt .
on a realistic basis considering the acute over-crowding on the Subux- -
ban Services and inter-city services where they are used and pro-
gramme for their production accordingly.

. 2.108..In this connection, the Committee regret to note that against
the planned production of 443 and 347 EMU coaches by the ICF and
JESSOPS respectively during the 4th Plan period, actual productiom
during the three years has been 171 and 122 respectively. In view
of the poor production performance of these Units, particularly,
JESSOPS, the Committee would strongly urge that concerted mea-
sures should be taken by the Railway Board to ensure that not only
the production programme of EMU coacltes during the remaining
two years is fulfilled by these Units but the earlier shortfall in pro-
dution is made up, so as to meet the requirements of EMU coaches
for the suburban trains,

2.109. The Committee have suggested in an earlier paragraph
that the question of timely and adequate supply of electri¢
components by HEIL, 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 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 Financia] Commis-
sioner’s memorandum (No. III) that “Major arrears in Track re-
newals had becen made up by 1968-69. In the new Fourth Plan
(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 match
the renewals with indigenous production of rails, sleepers, fish plates
ete. 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 rail renewals (cost
Rs. 8 crores) 2,110 Kms. of secondary sleeper renewals (cost Rs 9
crores) and other casugl renewals expected to cost Rs. 14 crores.
This track renewal programme would require a provision of Rs. 180
crores, '

2.111. The Committee enquired about the aetual progress made
so far in the matter of track renewal. The Railway Board have:"



37

stated that the revised targets and the progress achieved till July..

1972 are as under: —
Revised  Achieve -
, Tarper rereeil]
(Kms.) July 72
(Kma.)»
Primary Rails Renewsls | . . . . 7.070 4.c<1
Primary Slecper Renewals R . . . 10.0f0 4.584
Secondary Rail Renewals . . . . . 1.81¢ 1,310
Secondary Sleeper Rerewals . . . . . 1.800 1.059-

2.112. The Committee enquired whether the supplies of rails,
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 figures given below:—

1969-70

1970-71

1671-72

Quantitics Supplies

Quantities Supplics

——

Quantitics Supplics

1egened

111288

MIT
(«8%)

1P4c2
M/T
(28-:9)

12€co
M/T
(67%)

12903
M/T

(36%)
gx” lakh

Indented received Indented received Ircertcd
L Rails 105364 69540 1453c0 114240 11380
s2 Kg. M/T M/T M/T M/T M/T
(66°2%) (18- 7%)
90 R 46881 27493 644520 24376 6s2¢co
M/T M/T M M/T M/T
(59°4%) (37:89%)
7s R 14953 11604 11660 4439 188co
/T M/T M/T M/T M/T
(77:8%) (38%)
6o R ‘31760 17170 17¢07 8801 15880
MIT . M. M MIT MIT
(78-8%) (s1-89%,)
IL.Steel Trough 8:40lakh 5:33 Lakh8-43lakh 4°74lakh 7:7lakh
Sleepers Nos. Nos Nos. Nos Nos,
(63-4%) (56°2%)

& e
* y

(80%,.

|
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2.113. The position of track fittings has also not been sguachgory
Against the requirement of about 25,000 tonnes of track fi
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 received. 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. From the figures given above, it will be seen that the posi-
tion becamr: indeed critical during 1969-70 and 1970-71. This was
mainly du. to the general shortage of steel in the country. The
matter wa: taken up at the highest level with the Steel Ministry
and Supply Ministry. A special meeting was held in Secy./Steel’s
room on ‘'!nd September, 1971 when the requirements of rails by
Railways was discussed and the following decision taken:

“g, Shri H. R. S. Rao pointed out that 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
on 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 markedly deteriorating trend which had set in dur-
ing 1970-7]1 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 years of the Fourth Plan,
the supplies in the remaining two years of the Plan are expected
to reach the figure of about 2.5 lakh tonnes per year. In the first
five months of the current year ie. from April to August, 1972,
about one lakh tonnes of rails have already been despatched by the
Steel Plants.

2114 In reply to a question as: to the expenditure actuall in-
curred on the track renewal programme during the first threq. .years
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of the Fourth Plan, the Ministry have furnished the following
figures: —

1969-70 . . . . . . . . Rs. 21 18 crores
1970-71 . . . . . . ‘Rs. 26 14 crores
1971-72 . . . . . . . Rs. 31°'to crores

Total : Rs, 79°12 crores

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 in 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 up with the Steel Ministry. The present es-
timated cost of track renewal programme during the Fourth Plan
was Rs. 193 crores as against the original estimate of Rs. 180 crores
due to rise in prices by about 10 per cent during the Fourth Plan
period.

2.117. Asked what efforts the Railways were making to make good
the shortfall in supply of sleepers through alternative sources, the
Chairman, Railway Board stated that they were taking all the dura-
ble hardwood species of sleepers that were offered to them. It was,
however, 1ot possible for them to take soft wood sleepers hecause
of acute shortage of creosote in the country. He further stated that
the Railways were seeking foreign collaboration for manufacturing
concrete sleepers and it was hoped that the production of such sleep-
ers will pitk up soon. The witness added that for main tracks
where heavy and fast traffic moved, they would prefer stecl sleepers.
Supplies fiom the Durgapur Steel 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 years.



40

2.118. In a further note on the subject, the Ministry of Railways
have stated that although Railways’ requirements for steel sleepers
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 performante. On this basis, the requirements advised
to the Durgapur Steel Plant during the last five years are as under:

Year Requirements
1968 —69 . . 65,600 tonnes
1969 -—70 . . 64,6co EY)
1970~ 71 . . 64,8c0
1971—92 . 65,000 4,
1972 =73 . . 60,000 ”

2.119. The installed annual capacity in Durgapur Steel Plant is
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:—

Year Requirement

1968-69 56,200 tonnes

1969-70 40,900 "~

1970-71 36,500 ”

1971-72 47,600 ”

1972-73 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 policy 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 are very substantial and the Railway Ministry has
been urging the Ministry of Steel to step up production in Durga-
pur ‘Steel Plant to the maximum extent possible by three shift
operation.

2.123. A new design of steel sleepers has also been made out and
the question of its production by Bhilai Steel Plant is under consi-
deration. When this is finalised and the supplies start from Bhilai



41

. Steel. Plant, the Railways’' requirement of steel sleepers 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-
wai 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
their cfforts in procuring the requisite quantities of rails, sleepers
and track fittings with the Ministries concerned. They would also
like the Ministry to ensure that the track renewal programme is
phased out in such a manner that the operational efficiency of the
Ra’lways on trunk routes which carry bulk of the traffic as well as
safc running of trains is in no way affected.



CHAPTER N}
A. Payment in lisu of Passenger Fare Tax.

3.1. A pussenger fare tax was levied with effect from 15th Sep-
tember, 1957 under the Passenger Fare Tax Aect, 1957. Up to 3lst
March, 1961 the actual collection made was passed on to the State
Goevernmen(s concerned, less 0.6 per cent retained by the Railways
as the cost of collection. It was suggested to the Railway Convention
Committee of 1960 that in view, on the one hand, of th2 need for
the Railwavs 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 with
the existing fares, and the Railways might make every year a lump-
sum payment for transfer to the States, equal to the average collec-
tion of passenger tax during the preceding years. The Convention
Committee 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 average of the actual payments for the years 1958-59 and 1959-60.

3.2. 1t was reported to the Railway Convention Committee, 1965
that under the system of such fixed payments there is no provision
for an increase in the amount available for distribution to the States
corresponding to growth in the volume of Railway passenger traffic.
It was added that this question also came up before the Finance Com-
mission, 1965, when the States had expressed the view that the fixa-
tion of a grant at a particular level had deprived them of a poten-
tially elastic source of revenue., They had urged that the grant
should be raised in proportion in which Railway passenger earning
had increased since the merger of the passenger tax.

3.3. In order to augment the contribution being made to the States.
the Railway Board had suggested that keeping in view the rate of
increase in traffic during the last five vears and the expected increase
in subsequent vears, the annual payment of Rs. 12.5 crores may be
increased to Rs. 16.25 crores. It had also been suggested that in
order to cover the extra payment of Rs. 3.75 crores per year and
also to make available to General Revenues a further sum which
could be earmarked to assist the States to provide their portion of

42
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the resources required for financing railway safety works, the need
for which has been stressed by the Railway Accidents Enquiry Com-
mittee, an increase of 1 per cent should be made on the dividend of
4} per cent now payable on the Capital-at-charge of the Indian Rail-
ways as on 31st March, 1964, raising it to 5§ per cent. Agreeing with
this suggestion, 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 March, 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 1971-72.

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 which

2779 L.S.—5 e
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are wholly assignable to States. In view of this, their de-
sire for reimposition of the tax can be regarded as legiti-
mate. Nevertheless, we have also to consider the implica-
tions of .am 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 tax 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 railway 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 (h) of our terms of reference. We have no doubt
that the Rallway Convention Committee 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 1 per cent of the capital invested upto 31st
March, 1964.

39. It was considered that the inclusion of this payment from
the railways in 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 further question as to what wouid héve been
the actual collection during 1968-70, 1876-71 and 1971-72 on account
of the Passenger Fare Tax, if it had not been repealed and how much
contribution was actually made by the Railways during this period,
the Ministry have stated that it has been roughly estimated, on the
basis of a statistical analysis, that the coHection on account of the
Passenger Fare Tax Act, 1957, if it had not been repealed, would
have amounted to about Rs. 24.46 crores in 1969-70 and Rs. 26.17
crores in 1970-71. Roughly half the increase over the level of 1858-69
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 the 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 fares in recent years had not been able even to ncutralise the
rising cost of operation particularly increase in cost of staff, prices
of fuel and other materials. Any increases in passengcr 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 keenest 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 1950-51 at
the instance of the State Governments. The suburban services in
Metropolitan cities run at a loss. The Railways maintain the Rail-
way Protection Force some of whose duties are usually expected to
be performed by the State Police.”
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3.15. During evideace, the Financial Commissioner added that al-
though the reliefs given by the Committee in the interim report were
welcome, the additional burdens since cast on the Railways by the
Miabhoy award (Rs. 12.5 crores per annum in revenue expenditure
and Rs. 12 crores in capital expenditure), the additional interim relief
granted by the Pay Commission (Rs. 14 crores per annum) and the
further burdens likely to be placed by the Pay Commission in their
final report would all 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 nof 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
revehues 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 regard 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 matter have
advised as under: B

The position is that 1 per cent on capital investment upto
31st March, 1964, is passed on to the States in Heu of tax
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. 43 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. 12 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 payment 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 a fixed amount of Rs. 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 Stale Governments in lieu of the passenger fare
tax, it would be more appropriate if the nomenclature of the Demand
“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. Tt has been represented to the Committee by the Government
of Kerala that “the existing principles for allocation of assistance
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fsam fhe Balway Salety Works Rund are inequitable and unjust” as
dbey bear no zelatidnship 40 the objectives of the Fund und have to
be peformuleted for they do mot take into account factors like den-
@ity of pepulationjtraffic, the tereain, length of roads etc,, in a State.

32L In a pote on the subjest, the Ministry of Railways have stat-

ed as follows:

“The Railway Safety Works Fund was set up on fhe lst April,
1966, to assist the States ‘to provide their portion of the

resources required for financing safety works such as
manned level crossings, over-bridges and under-bridges.’
The amounts, credited to the Fund are allocated to differ-
ent States “in the same proportian ag their shares of Pas-
senger Fare Tax”, which is distribyted in the ratio of the
average of the State-wise earnings from non-suburban
passenger traffic.

“The Fund was constituted as a result of Recommendation No.
3 of the Railway Convention Committee, 1965, as approv-
ed by the Parliament. The constitution of the Fund had
been proposed earlier by the Railway Accidents Enquiry
Committee, 1062.

“The problem of providing protection against accidents at level
crossings depends on the location of the level crossings and
the density of rail and road traffic passing over them.

“The existing method of gistribution of the contribution to the
Fund amangst the haneficiaries, does not fully reflect all
the relevant factors mentioned above. Distribution based
on the number of approprigte types of level crossings may
prove to be more equitable.

Level crogsings are classified as below: '
Spcial For National/State :Highways. Read's within municipal .ard acr-
“%' 8&:& mynicjpal towas, other surfgced roads.
* Class

‘C’ Clags (manned> )
“C’ Class (un-manned, | For Earth-roads and cart tracks.

‘D’ Class For cpttle crossings and foat patha.
“The classification of a rail-road level crossings is settled
mutuelly by the Railway and Road Authorities keeping in
sdew the class of the yoad, wisibility eondition, the valume
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“Gates are provided at each ‘Special’, ‘A’ and ‘B’ class crossing
in the interests of safety. Gates or chains are provided
at ‘C' and D’ class levgl-ggos‘alngx only in the following

cases: o v k .
(i) When the line is on a curve and the road and rail view
is not clear.

(ii) When speed of trains and volume of traffic are (gremt
(iii) When the level crossing is, within those lirb.its at a

station between which shunting is normally likely to
be carried out.

(iv) On portions of the line which are fenced throughout
on one or both sides, except when efficient ¢aftle zutdl

are provid !
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“'I;wpulda ar thyt ‘Special’, ‘A’ and ‘B'clnsl gl cxosgings

would qeﬂect more or less gorrectly the jesds’4 and
rpqulrepents of prote¢tion against accidents ‘into’ aé-
count location of the. level crossings and the demsity of
rpil and road traffic passing over them.

“‘Bhe recommendation of the Rajlway Cogvention C:mmn'tee,

erred to above, envisaged dxstnbutlon of the ton-
tnbutlons to the Fund among only the States. According-

- ly, no share is at pregent gi¥en to Union Terxitories. The

problem of safety at level crossings would arige in the case
aof level crossings in Union Territories also. It is there-
fore, for consideration whether the Unior Territories
should also -be .given a share in future.

“The following Table shows the likely percentage share that

qach State and Union Torutory would get if the amounts
gredited to the Fund are distributed among them in pro-
portion to the number of ‘Special’, ‘A’ and ‘B class level
crossings; the corresponding percentage in which the con-
tribution to the Fund i now being distributed to the
States js also shown below:

Statpment showing the percentage share of the different States of
the Railways’ contribution to the Railway Safety Works Fund.

Percentage Share

Description On the base No. On existing  basis
N of “‘special” ‘A’ & ‘B’ (1969 "-Finance Coth-
Class level crossings  misgicn’s  Report).
as on 31- -I97I
I 2 T3
.Shares.
1. Aungdhra Pradesh | . . 8:9¢ 846
2* Assam . . . . 283 288
3. Bihar, . . . . . 817 10-86
4. Gujarat . . . 7° 88 6:91
§. Haryana . . , R 1°42 2:46
6. Himachal Pradcsh . . . 0'21 —@
7. Jammu & .Knshmn- . . . .. o'l
8. Kerals . . . . 3-08 1-28
' 9° Mudhya Pndeth . . 685 9 Q2
20. Mgharashtra . . . . 724 9-'1-:

@Umo‘\ Territory at.the .time the percentages were worked out by the Finane
omm'l;:no;:';@ Since it:is flow a State proportionate share (not yet giet
s’ to given



1 2 3
1. Myscre . e 5°98 383
12. Nagaland | . . 002 001
13. Orissa . ) . . . 2°20 2:126
14. Punjab . . . . . 31:49 476
15. Raigsthan | . . . . 2°52 643
16. Tamil Nady . . N . 12: 89 S s4
17. Uttar Pradesh | . . . 15° 38 1y CH
18. West Bengal . . . . Q62 5«1

Union Territaries

19. Pondicherry, . . R 013
20. Delhi. R R R 0-62
21. Chandigarh . .

22. @Qoa 0-02

100°CC 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 needs to be made and, if so, whe-
ther (a) the contribution to the Fund may be distributed
among the bheneficiaries in the proportion of the number
of ‘Special’, ‘A’ and ‘B’ Class level crossings and (b) the
Union Territories should also be given their proportionate
shares.” v + 8

3.23. During cvidence, the Committee enquired whether the p?b-
posed change in the system of allocation of funds would be accept-
able to all the States. The Financial Commissioner stated 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. The revised system of allocation had the merit of
providing funds to the States on “need based” principle, that is to
say, the funds to be allocated would be related to the number of
level crossings which were required to be bridged in a particular
State. The Financial Commissioner, however, submitted that in case
the revised scheme of distribution of funds was acceptable to the
Committee, it should have effect only in respect of future contribu-
tions and that the contributions already made to the States may
not be effected. .
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3.24. The Committee enquired how funds were at present 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 made by
the Railway Board and he was not aware -how far it would be ac-
ceptable to the Convention Committee. No Union Territory had
asked the Ministry of Railways to take up the matter on their behalf.

3.25. To a question to what extent the allocations prescntly being
made to the States would be reduced if the suggestion was agreed
to, the Financial Commissioner replied that allocations to the States
would be reduced by about 0.77 per cemt 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
same proportion as their share of passenger fare tax which is dis-
tributed in the ratio of the average of the State-wise earnings from
non-suburban passenger traffic The Government of Kerala have
suggested changes in the existing principles of allocations from this
Fund to take into account factors like density of population|traffic,
the terrain, and length 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 factors like location of the level cross-
ings and density of rail and road traffic passing over them,

3.28. While all these factors need careful consideration, the Com-
mittee feel that any change in the existing method should 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 Government in consultation with the Planning
Commission and the State Governments. They recommend that
the existing method of distribution 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.
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& % (b) Utilisation of the Fund

IST YO .

3.29: Referring to the statement made in Memo. No. V submitted
by the Financial Commissioner that for various reasons the State
Governments had not utilised any part of the contribution (Rs. 8.52
crores during 1866—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 by
the State Governments, especially as the speedy execution of rafl-
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|under bridges.”

331. 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,
1871. Further modification was advised in May, 1971. Briefly sum-
marised, the latest procedure is as under: —

(1) Each State should compile the list of ‘New Works' in
consultation with the concerned Railway Administration
by the 1st November of the yenr preceding the financial
year during which the works are proposed to be taken
up.. Thé list should, inter-alia, show reference to the
Railway Administration’s letter, the sanctioned total esti-
mated cost, share of the cost chargeable to the State Gov-
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ernment as pér extant ruled and the expenditure pro-
to be met out of the Safety Works Fund. This list

shoeld be Mbmitedd 1o the Miivistty of Finavicé afid the

Rttty of RMIWeYs i the presertbed Proforrii.

(2) After exarination of the above list, the Ministty of Radl
ways would igdifé sanctions showing the amiounts upto
whith the Stite Government ¢an clatfn reimbursemeéiit in
respect of each work. The State Governmént wit indi-
cate the armnal provision proposéd to be made by them
in the ahnual Budget stitement to be subritted to Finance
Ministry vide sub-para 3 below. Coples of these santtions
will be sent also to Fitiance Miniitty by the Radwey
Ministry.

(3) On the basis of the sanctions, the State Governments will
request that provision may be made in the Ceritral Gov-
ernment’s Budget, for the expenditure likély to bé Hicur-
red by the State Government as assistance from the Rdil-
way Safety Works Fund, for both *“Works-in-progress”
and “New Wotks”. To enable the Ministry of Finance
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 Finance,
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 sinte the coming into force of the revised
procedure. They have been advised as follows: —

“Sinice ‘the introduction of revised procedure in March, 1971,
the Ministry of Rallways have issued sanction for reim-
bursemeént to State Governments upto Rs. 119.09 lakhs in
all ih respect of fertain specified works. Details of the
satiction are given below. Thé amourit actudlly drawn by
the State Governmients dgainst this sahction is being
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‘asertdined ﬁoﬁ the Acconntant Geamital; Centril Neéve-

mier
Stifte No. 6f  Amoimit upto which Date of idncilen
Wotks rcli\bmi:lgmt ahc
tioned (Rs. in lakhs)
Keralw | . . ) . 6 14-13 6-1-1972
AGdfed Praddih . . . 4 #5-64 6:7-xo72
Guijarat R 1 7803 30-71972
Total 119°09

~ 3.33. Further sanction for Rs. 4.69 lakhs in respect of last named
Goverament of Gujarat is also under issue.

3.34. A statement showing the State-wise break-up of the funds
(totaﬂing Rs. 10.80 crores) placed at the disposal of thié Stite Gov-
ernments duting the years 1968-67 to 1971-72, is given in Appendix I.

3.35. During evidence, the Cominittee pointed out that although
funds were being allocated 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 Governments
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 o Finance
were concerned. These had since been sorted out and the proc
for claiming reimbursements had been streamlined. The main
reason for non-utilisation of the allocations to the State Govern-
ments was that most of the over|under bridges were in crowded
urban localities and there were delays in acquiring the land. In a
number of cdseés, the parties Had gone to the High Courts on writ
petition and had obtained imjunctions. The State Governments ¥lso
took time to understand the new scheme and the procedure. The
scheme, had, however, now gathered momentum and a few States
namely Andhra Pradesh, Gujarat and Kerala had made good pro-
gress in this regard.
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3.37. To a question if the non-utilisation of the funds was due to
the requirement of some matching grants by the State Government,
the 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 of 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 over/under 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-ordination 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
Accountant General concerned who regulated the 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 Commissioner
stated that this matter was specifically 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 reimbursement
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 regarding the creation of a “Road
Fund” contributions to which should be made not only from Rail-
way Finances but from the Central and State Finances as well. The
Financial Commissioner stated that the Railway Safety Works Fund,
as already constituted, served to some extent the purpose which the
Administrative Reforms Commission had in view. The fund was
fully financed by the Railways but they could not afford in the
present state of their finances, to make any further contributions or
start a new fund. The Ministry of Transport and Shipping had also
been consuled in the matter. They had stated that the funds for
over/under-bridges were already being provided out of the alloca-
tions made for development of national highways. That Ministry
had no specific fund for central financial assistance. If a specific
provision was required it would have to be discussed with and
cleared by the Planring Commission. The Ministry of Transport
and 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 which contributions
were made through a custom excise levy of 3.5 paise per litre on
motor spirit. 80 per cent of the amount was distributed to fhe
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 therefore, of the view that the States could
meet their share of road over and under-bridges from this source.

3.42. To a question if the responsibility for construction of road
over and under bridges could be taken up by the Railways gnd thc
expenditure incurred.out of the proceeds of the Central Road Fund,
the .Chairman, Railway Board stated, “If no land acquisition is in-
volved, and if it'is not in a built up area, we can do the work. For
new lines we do it sometimes”.

2779 LS—8.
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3.43. The Committee enquired whether the Ministry of Railways
had considered the feasibility of executing the necessary works
themselves and then asking tbe State Governments for their 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 difficulty in this regard
was that the land required for the purpose could only be acquired
by the State Governments through the local authorities and the Rail-
ways could do little  about it.

3.44. The Financial Commissioner further stated that in highly
urhanised areas and at the crogsings of the National Highways, the
need for conversion of level crossings into.over|under-bridges was
most urgent. The Railways were, therefore, anxious that all such
level crossings were eliminated as early as possible. It had, there-
fore, been suggested by the Ministry of Railways that.funds should
be specially earmarked for construction of over/under-bridges to the
State Governments out of the allocations made for the National
Highway Plan during the Fifth Plan.

3.45. The representative of the Ministry 's8ded so far as he was
aware, there may be a shortfall of approximately Rs. 60 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" also
relieve the problém o6f unemployment to some extent. -

3.46. Asked whether the matter had been taken up with the
Planning Commission, the representative of the Ministry stated that
it had been brought to the notice of the Planning Commission last
year, but was not condidered as meriting assistance from funds
allotted for relief of unemployment. )

3.47. From a note on the subject subsequently furnigshed fo them,
the Committee observe that the Ministry of Railways have suggested
to the Planning Commission and the concerned Ministries that a
special pattern of financing the construction of road over|under-
bridges outside the normal plan of the Railways and the State Gov-
ernments Road autharities is required during the Fifth Plan. The
estimated outlay on this account would be of the order of Rs. 50
crores. Salient points made in the note are given below:—

(1) There are 257 special class, 1215 ‘A’ Class and 367¢ ‘B’
Class level crosgings as on 31-3-1972 = Most of these are
situated in important 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 overjunder-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.

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 are being
taken over as National Highways. Only about 10 level
crossings on National Highways were replaced by road
over|under-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.

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 system 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 extant 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 liahility
in this regard because of their difficult financial position.

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 required. The special
programme should be over and above the normal 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 fo unedu-
cated workers. The labour employing potentigl 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 wauld be scattered all over and not
concentrated in any one particular State.

(6) Unless a real effort is made to achieve a break-through in
the matter of replacement of 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 recommendation made by the Railway
Accidents Enquiry Committee, 1968 that upto 10 per cent of the
amount in the Railway Safety Works Fund should be earmarked for
manning/upgrading of utftinanned level crossings and that the Zonal
Railway Administrations should be authorised to draw directly the
amount so earmarked, the Committee enquired if the same had been
implemented. The Ministry of Railways have informed the Commit-
tee that for implementing the recommendation of the Railway
Accidents Enquiry Committee, 1968, the Ministry of Railways had
sought the concurrence of the Ministry of Finance. The latter,
while agreeihg to the recomrhendation, suggested that the Railway
Coiiventidh 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-
rations to draw directly from this Fund upto 10 per cent of the total
grant to each State Government, the Ministry of Railways have al-
ready advised the State Governments to reserve 10 per cent of the
grants for the purpose of manning of un-manned level crossings and
upgradation of existing level crossings.

3.50. The Committee enquired whether the Railway Board were
in touch with the experiments being made in safety devices on road-
rail crossings in foreign countries such as automatic half barrier level
crossings and closed circuit television surveillance equipment intro-
duced in U.K. on an experimental basis. The Financial Commis-
sioner replied that Indian Railwavs were also experimenting with
these devices. The reaction of road users under the conditions
obtaining in our country was being watched.

3.51. The Committee observe that out of a total comtribution of
about Rs. 10.80 crores made by the Railways to the Safety Works
Fund during the years 1966-67 to 1971-72, the sanctions actually is-
sued so far for reimbursement to State Governments are of the
order of about Rs. 1.24 crores only. The Funds actually 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 heen
simplified and that all pending cases have been cleared by the Min-
istry of Railways. The Committee consider that construction of
over/under-bridges at busy level crossings is 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, the
funds should 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 stream-
lined, the Committee hope that the State Governments will he in a
position to utilise the funds expeditiously.

353. The Committee suggest that the availability of funds for
the construction of over under-bridges in respect of each 3 State
should be adequately publicised by the Railways and specifically
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brought to the notice of the State Governments concerned at the
highest level. They would also like the Kailway Administration to
take initiative in this matter and draw up long term perspective
plans as well as 5 years and annual Plans in consultation with the
State Governments for construction of overjunder-bridges in their
areas, having regard to the density of rail and road traffic as well
as location of the level crossings. The progress made in providing
over/under-bridges against the agreed programmes should be watch-
ed and mentioned in detail in the Budget papers and other docu-
ments presented to Parliament by the Railways.

.. 3.54. The Committee further consider that in view of the need
for wider bridges over level crossings on account of deasity of tra-
fiic, the extant rules providing the sharing of expenditure on 50:50
basis by the Railways only for a bridge of 24 feet width, need modi-

fication. F 2

3.55. The Committee further note that the Ministry of Railways
have suggested to the Planning Commission and the concerned Min-
istries that a special allocation of Rs. 50 crores may be made for
construction of overjunder-bridges at 250 level crossings during the
Fifth Plan. This outlay should be besides the Plan outlay of the
Railways and the Stdites/Road authorities. In view of the ever in-
creasing traffic on account of growth of the national economy, the
Committee are in agreement with the Ministry of Railways that a
crash programme has to be launched for eliminating the level cros-
sings in areas of high traffic density as quickly as possible. The
Committee, therefore, trust that a decision in this regard will be
taken expeditiously,. In the meanwhile, the Committee recom-
mend that the Planning Commission may consider the feasibility
of dlverﬂng part of the funds allocated for development of nationsl
highways during the Fourth Plan which are likely to remain un-
utilised for construction of over/under-bridges. As stated by the
Rallway Minister in his letter of 2nd July, 1971 to Chief Ministers
of all States “these proposals generate immediate employment op-
portunities to unemployed graduate emgineers. Government of
India schemes of providing employment will also get added poten-

tial”.

3.56. The Committee further recommend that up to 10 per cent
of the amount in the Railway Safety Works Fund should be ear-
marked for manningjupgrading of unmanned level crossings and
that the Zonal Railway Administrations should be authorised to
draw directly the amount so authorised. .



CHAPTER IV
DEVELOPMENT FUND

4.1. The Develpment Fund bears (i) the cost of all works relating
to amenities for passengers and other railway users including addi-
tions to existing or new works falling within one or more of the
categories listed for the purpose, irrespective of any monetary limit;
(ii) the cost of all labour welfare works, falling within one or more
of the categories listed for the purpose, 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 Rs, 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 t» furnish revised figures of the likely surplus during
1971-72 and 1972-73 as well as of the likely accretions to and with-
drawals from 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
Pgrliament. The Ministry have stated in a note on the subject that in
1971-72 the actual earnings amounted to Rs. 1096 crores as against
the budget anticipation of Rs. 1070 crores and revised estimate of
Rs. 1078 crores. The revised Estimates for 1971-72 envisaged a
surplus of Rs. 9.08 crores against the budgeted deficit of Rs. 6.87
crores. This improvement in the financial position was largely due
to relief of Rs. 21:53 crores in the dividend liability recommended in
the Interim Report of the Railway Convention Committee, 1971, and
accepted by the Patliament. The position has further improved
owing 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 close 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 (Rs. 6.5 crores),
flood damage (Rs. 3.1 crores), and other miscellaneous items (Rs. 9
crores).

4.3. The higher surplus would result in a larger allocation to the
Development Fund than envisaged earlier in the Budget Estimates
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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 surplus 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 a 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 the budget proportion of Rs. 374.68 crores.

45. 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 follows:

(Rs. in crores)

Actuals Anticipated
1969-70 1970-71 1971-72 1972-73 1973-74 Total]
—1I0 —20 31 2 66 119

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

4.8. 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—

(Financial effect in crores of rupecs for a full vear)

Grant of second instalment of Interim Relicf sanctioned by Govern-

(i)

ment in September. 1972 on the recommendatin of the Pav Commissicn 1400
(ii)  Implementation of Miabhoy Award (Revenne portion oniy). | . 13:00°
(iii}  Increased cost of stcel . 900
(iv)  Increase in the price of coal during 72. | 200
v Increase in cost of diesel oil . . . 1'20
(vi)  Misc. arbitration awards, such as, Night Duty Allow.mce CW“‘I Lcu\g

to workshop staft cte. 200
(viiy  Increase in the rates of running allouance parl of whxch not tuken into

account in the carlier forecast. 200
(viit) Increase repair and maintenance cxocduuc on "‘rack buil hngs

locomotives, wagons, carriages, Signalling and Telcommunication eguip-.

ment, Elcctrical assets due to increase in the cost of steres andmaterials 700

5220

ma——
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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 Planning 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 Crores)

Actuals Anticipated
1969-70 1970-71  1971-72 1972-73 1973-74 Total
—10 —20 18 44 18 €0

“As the accounts for 1971-72 have also since been closed the
adjustment 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 IIL."”

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 expected 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 case 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

*Assuming (hat the relicfs provided for 19~1-72 and 1972-73 were to continue,
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such unremunerative works, without adding to their capital debt,
as have to be undertaken to improve their operational efficiericy or
to provide amenities to railway users, or to cater to Staff Welfare,
LCharging 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 improvementis costing
more than Rs. 3 lakhs should be allocated to Development Fund.
Thenceforth the expenditure on such works costing less than Rs, 3
lakhs each was to be charged to Open Line Works -Revenue. This
position had been accepted by the sucessive Convention Committees.

411, 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 accruing thereon. The Financial Commissioner stated that
the total liability of the Development Fund in respect of loans taken
and interest accruing thereon as omr 31-3-1972 and 31-3-1873 was|

would be as under:

(Rs. in crores)

1972-73
1971-72 (BE) (present gseessment)
Principsl . . 86 6% 90'24 86°6< (as on 31-3-72)
~—8°12 (repayment)
Interest . 352 419 4°'12

Total : . . . 90° 17 94°'43 90°77
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4.12. The Committee are glad to observe that the improved fin-
ancial position of the Railways has enabled them to increase the
allocations to the Development Fund out of their revenue surpluses
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. .

4.13. The Committee note that the total liability of the fund as
on Jlst March, 1972, in respect of loans taken from General Reve-
nues was of the order of Rs. 86.65 crores by way of principal and
Rs. 3.52 crores as interest. Regarding the question whether the loans
obtained by the Railways for payment of interest on the principal
should bear interest at the average borrowing rate chargable to
commercial departments or the current borrowing rate which is
about 1 per cent higher, the Committee reiterate the recommenda-
tion made by them in the Interim Report submitted to Parliament
last year that interest on loans whether taken to finance the ex-
penditure on Devclopment Works or to pay the interest on the
principal of such loans, be levied at the average borrowing rate
chargeable to the Commercial Departments.

(a) Railway Users’ Amenities
414, 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-
gers and other Railway users is given in Appendix IV. The
amount budgeted and actually spent during the Fourth Plan period

so far is as follows: —
(Rs. in crores)

1069-70  1Q070-71  1971-72  1Q72-73  1972-74

Budget Estimates 2:99 3:01 408 2% 4°'00 (Tentative)
Actals | . 1406 3-74 3-83 — —

4.15. The Committee are glad to note that the expenditure on
Railway Users’ amenities during the three years of the Fourth Plan
has been Rs. 12:03 crores i.c., on an average of Rs. 4 crores per ycar
as recommended by the Railway Convention Committee, 1965.. The
Committee would, however, like to emphasise that the Railways
should give top priority to provide clean and cool drinking water
and improved types of latrines for the usc of passengers at the plat-
forms. They also expect that electricity will be provided at all
stations where it is available in the vicinity.

4.16. The Committee notc that Railways have provided water
coolers at great expense at various Railway stations, but it has been
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the experience of the Committee during their teurs 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 conditien 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 be 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 given to evolve a suitable
design so that the taps are 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 »: and improve-
ments to existing ones.

(b) New Schools and additions, alterations and improvements
to existing ones.

(¢) 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 ete.

4.19. The expenditure on staff amenities vis-a-vis the budget
estimates during the last three years was as follows:—

Ry in crores

Years ) Budget Estimates  Actnals Shorttall
1969-70 7060 687 o' R2
1970-7T1 . 9 0% R 26 079
1971-72 Q24 Ko7 020
1972-"1 RNy —_ -
197374 Qo6 —_— —

‘Tentative?
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4.20. The Committee regret to note that there has been persist-
ent shortfall in expenditure on staff amenities in spite of the fact
that there is great shortage of quarters for Class III and Class 1V
staff. the expenditure on which is met from the Development Fund.
In view of the acute shortage of housing and their high rents, par-
ticularly in big towns and metropolitan cities a large number of
Railway employees, who are waiting for Railway accommodation
and have to pay high market rent, are suffering serious hardships.
It is very essential that the Railways should give due priority to
the provision of quarters particularly to non-gazetted and other
essential staff.

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



o CHAPTER V s
REVENUE RESERVE FUND

(a) Objects of the fund

5.1. The Railway Reserve Fund was a creation of the Separation
Convention, 1924, under which Railway finances were initially sepa-
rated from General Finance. The main object of const‘ltutihg this
Fund were' A ' o ¥ q

(i) to secure the payment of the annual contributibn to the
General Revenues;

(ii) : to proyide, if necessary, for arrears of depreciation;

(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;

(ii) making up any Jdeficit 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, 18954 and 1960, did not
make any change in the purposes for which the Fund could be used.

55. 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-
tions from Railway Revenue, from year to year, as may be possible
on the financial results of each year.”

T2
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5.6. The Fund had a balance of Rs. 62.89" crores on 1st April,
1966. Continuing deficit from 18668-67 onwards compelled the Rail-
ways to withdraw a total sum of about Rs. 58 crores upto 1968-69
for the purpose of equalisation of dividend. The interest of Rs.
5,72 crores earned during this period was utilised for amortisation
of part of the element of over-capitalisation., The balance in the
Fund stood at 2 nominal amount of Rs. 3.18* crores on 31st March,
1969. The closing balance as at the end of the year 1971-72 was
Rs. 31 lakhs only representing investments in shares of and loans to:
Branch Line Companies. '

(b) Accretions to and Withdrawals from the Fund

5.7. With reference to the data furnished by the Financial 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
reliefs provided by them in their Interim Report presented to Par-
liament last year.

5.8. 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 aceount the reliefs recommended by the Committee for 19871-72
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 loans for repayment of the original loans or paying interest
charges on the loans) should be paid by the Railways at the current
borrowing rate. The following figures of the current and average
borrowing rates since the commencement of the Plan have beemr
furnished to the Committee:— '

_ Current Borrowing  Average bencwirg

rate rate
1968-69 . . . . . . 500% 4'33%
1969-70 . ... L. 5:00% 4:43%
1970-71 . . . . . . < $0% 4°%3%,
1971-72 . . . . . $°50% 4°65%,
197373 ., . . . . Not yet intimsted 4:76%

. by the Mitiswy of
Finance.

*excludes. Rs. 0 31 caores représenting investments in Branch Line Companies.
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5.10. The reason for making a distinction in the interest liability
-on loans 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 for repayment of the Principal or interest charges thereon are
charged at the current borrowing rate, should continue.

(c) Amortisation/Restructuring of Railway Capital

5.12. In regard 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-
lisation. 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 interest by appropriation from Railway Revenues.

5.13. So far as the Fourth Plan is concerned, the Financial Com-
missioner has stated that “it will not be possible to build up any
balanz in the Fund in subsequent years of the Fourth Plan, as the
net surplus will not be adequate to meet fully the requirements of
even the Development Fund even if the reliefs sought in the payment
of dividend are granted. It will not be practicable or desirable to
approriate any amount directly from the revenue for the purpose
of amortisation, as such appropriation will only go to reduce the
net 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
remaining 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 is
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 profia-
bility of the different elements included therein, the technical justi-
fication for any scheme of restructuring 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 1968-69, on
the basis of the recommendations 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 elements of capital, the
matter has to await better times. The more drastic step of restruc-
turing of the Capital need be taken up only as a very last resort
and, in any case, a detailed and careful technica] examination must
precede 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-
ed, no interest was being earned thereon now. Due to the difficult fi-
nancial position of the Railways, 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 already
heen informed that the Railwavs would first like to liquidate the
loans so that they could save 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—T7.
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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-Charge 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 been permitted to
reduce their capital liabilities drastically in recent years.

5.17. The 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 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 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 1857. The employees
who joined service after 16th November, 1957 compulsorily 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:theme. 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
1o cover this situation.

6.2. As a commercial organisation, it is necessary that BRailways
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 for
each year of service by all the pensionable staff. If due provision
is not made concurrently, the current Revenue will be relieved of
bearing its accrued lidbility. But the deferred liability will throw
disproportionate and unduly heavy burden on Revenue in future
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
so widely from year to year as in the case of Railways where a
number of non-pensionable employees in different age groups came
under Pension Scheme within a short period of time. The pension

K
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payments on the Railways will stabilise after some 25 years hence
when the ‘post-November 1857 entrants who are all pensionable
begin to retire from year to year in more or less regular numbers,

B.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 determined. '

6.5. The Committee enquired whether, in. view of the fact that
the annual expenditure on pensions amounted to a:‘bare } per cent
of the total Railway Budget, there was sufficient justification in
having a separate fund for the purpose. The Ministry of Railways
have informed the Committee that the annual contribution to the
Pension Fund was determined on an Actuarial basis by the Govern-
ment Actuary in 18684-65 after collecting the necessary sample data
from major Railways. On this basis iit was foreseen that pension-
ary payments will ultimately rise .to .Rs. 30 crores.a -year.

6.6. It was also assessed that in respect of 80,000 railway
employees who had opted for pension by that time, the outstanding
pensionary liability for this population alone amounted to Rs. 75.60
crores. Bearing this assessment in mind, the Government Actuary
recommended an annual contribution ranging from Rs. 12.27 crores
to Rs. 1441 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:

(In ciores ¢f R

Year Contriburion estimat- Actual Contyibrtion
- ed bv the Acnery
1964-65 1227 12°¢co
1965-66 12° %0 12° S0
1966-67 12:73 14°cC
1967-68 12°Q7 10° 30
1Q68-60 1221 1¢° 3¢
1969-70 13- 42 10° 30
1970-71 1267 15 %0
1971-72 . 13:91 12°¢C0
1972-73 (B'E) 14-16 16° €0

118 8¢ 11280
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6.7. It will be seen from the above table that the totdl amount
actually contributed to the Pension Fund from -Railway revenues
over the years has been more or less what the Government Actuary
hadrrecommended:: '

6.8. There have, hewever, been- variances from’ year to year in
the amount actually contributed and the one recommended for the
relevant year by the Government Actuary for the following factors:

(i) The population of pensionable employees has gone up
from 3.77 lakh in 1985 to abou: 6.0 lakhs in 1971-72;

(ii) Liberalisation in the Family Pengion Rules; inérease in
emoluments due to merger of a pertien of dearness
allowance  with pay; and grant of ex-gratia pension to
retired railway employees;

(iii) Unfavourable revenue position of the Railways during the
particular vears; and

(iv): Making upof the arrears of pensionary liabflity in respect
of those years when lesser annual contribu‘lon 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, thé 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 1964-65 to nearly Rs. 10 crores in 1972-73.
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 become necessary as a result of merger of a
portion of the Déarness Allowance with pay in 1968-70-and ‘incréisés’
in the number of pensionable employees, etc. ' This' re-assessment’ ha
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 the
Railways for payment of pension has increased 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 exercise. 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 1964-85, giving reasons for variations
between the budget estimates and actuals, is given in Appendix VI

6.12. The Committee pointed out that the closing balance to the
credit of the Pension Fund had been rising steadily—from Rs. 44.09
crores in 1986-67 to Rs. 110.89 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 Railway 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 stabilise 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, the 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 cost of retirement pensions
and family pensions of railway employees.
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8.14. The first actuarial evaluation was made in 1964-85 based on
the sample data. The assessment 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 Rs. 30
crores. - T '

6.15. The Railway Board have already accepted in principle the
need to have actuarial assessments made periodically. They have
already collectei reievant data from some Railways and are in'
correspondenc2 with the Government Actuary in regard to expedi-
tious assessment of the adequacy or otherwisé of annual contribu-
tions to the Fund taking into account thé changes that have since
taken place in the number of pension optees and in their salary
structure. In fact, a provision of Rs. 20,000 exists in the current
vear's budge: to meet the cost of this service. Recently, another
ortion 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
vi!l be made in *he context of the changed situations.

6.16. During evidence, the Financial Commissioner {nformed
the Committee that the Report of the Government Actuary was
likely ¢o be received 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 budsget provisicn by Rs. 1.20 crores, Rs. 1.40 crores and
Rs. 0.76 crores respectively. The Committee enquired why it had
not been possible to frame more realistic estimates 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 employees 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 1970-71.

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
during these years were due to the difficult ways and means position
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of the Railways during 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 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 adequnte
provision therefor from year to year without causing any vioient
fluctuations in the budgetary position. They nevertheless consider
that it is necessary for the Railways to have an accurate assess-
ment, of their liabilities from time to time. They hope that the
Report of the Government Actuary expected to be received in ahout
six months’ time will help the Railways to frame more realistic esti-
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 the year.



CHAPTER VII
BUDGET & ACCOUNTS
A. Improvements in Budgetary Procedure

7.1. 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-explanatory and meamngful

7.2. In a note the Ministry have 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 1924-25, all Railway expendi-
ture was divided into two demands, Capital and Revenue.
With the separation of Railway Finance and General
Revenues 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 expendxture
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 a'l Departments, Repairs and Maintenance of all Depart-
ments, 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 Expenses 5 per cent, Miscellaneous 4 per cent
and Labour Welfare 3 per cent .

“Each of the above demands is sub-divided Railwaywise and
into suitable blocks of expenditure. Under the existing
arrangemenis, the Workmg Expenses are. divided into a
number of groups and each group comnrivs expenditure

83
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of the same character and is, therefore, well-defined. for
example, under each Railway, the Repairs and mainte-
nance Demand is divided into repairs and maintenance of
track and structures, Locomotives, Carriage and Wagcn,
Ferries, Electrical Services, Signal and Tele-communica-
tion Services and other Expenses. Similarly, Operating
Staff under each Zonal Railway is divided into Locomotive
Staff, Carriage and Wagon Staff, Steamer Staff, Traffic
Staff including staff at stations, Electric traction staff and
Signal and Telecommunication staff. Likewise, ‘Fuel’
under each Railway is divided into ‘Coal’, ‘Other Fuel’ i.e.,
Diesel and Electric current for traction. Other Operaiing
Expenses 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 and
grants, compensation for accidents, catering expenses, etc.
Labour Welfare is distributed over Medical Department,
Health & Welfare Services, Education, Canteen and other
staff amenities.

“Tt may be relevant to point out here that as the Indian Rail-
ways are a commercial concern, owned and managed bv
the Government, the accounts of the Railways follow the
essential requirements of commercial accounts and at the
sarae time conform to the formalities of government
accounting. Under Article 150 of the Constitution, the
form ir which the Railway Accountis are maintained is to
be prescribed by the Comptroller and Auditor General of
India.

“For the purpose of maintenance of accounts and day to day
control of expenditure, ‘Ordinary Working Expenses’ are
traditicnally classiied by Departments, namely, Civil
Engineering, Locomotive Traction, Carriage & Wagon,
Ferries, Traffic, General 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 existing arrangements of the units under which the

Working Expenses have been divided are of a reasonable
size, These secure a reasonable efficiency of control over
Railway expenditure and at the same time provide a
limited latitfude to Railway Administrations to re-appro-
priate funds within each unit.

“The works expenditure was divided into three demands in

“In

uln

“In,

1047 as against two in the past. These three demands
were for (i) Construction of new lines (Demand No. 15),

(ii) Open Line Works—Additions (Demand No. 16) and
(iii) Open Line Works—Replacements (Demand No. 17).

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. 18—Betterment Fund (Passenger Amenities)
to provide for expenditure met out of the Betterment
Fund on ‘Passenger Amenities’.

1950-51, a separate demand (Demand No. 9-A—Labour

Welfare), later renumbered as Demand No. 10, was
introduced 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).

terms of the Recommendations of the 1949 Railway Con-
vention Ccmmitiee, 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-
tated changing the nomenclature of Demand No. 18—
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 lakhs.
Consequently, Demand No. 12 was also split into two
parts—Demand No. 12-A (Open Line Works—Revenue—
Labour Welfare) and 12-3 (Open Line Works—Revenue--
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Other- than Lakour Welfare). The former was w cover
the cost of ‘Labeur Amenity Works’ costing not more than
Rs. 25 thousand each; while the latter to provide for the
expenditure on ‘Unremunerative Operating Improvements’
costing not more than Rs: 3 lakhs. These deftands were
subsequently re-numbered as Demand No. 13 and .Demand
No. 14 respectively.

“The Railway Convention Committee of 1949 also recommend-
ed guarantee 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
Revenues'.

“Fromn 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—Open Line Works—Labour
Welfaie and the former Demand No. 14—Open Line
Works—Revenue—Other than Labour Welfare, both
being chargeable to the same Revenue head, were com-
bined into a single demand, referred to now as Demand
No. 13—Open Line Works—Revenue, with the following
detailed heads:

(a) Labour Welfare Works—
(i) Staff Amenities; (ii) Staff Quarters

(b) Other Works.

The works hitherto charged to Demand No. 13 were shown
against 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 & 17—Open Line Works—
Additions—and Open Line Works—Replacements—
respectively, were merged into a single demand and
referred to now as Demand No. 15—Open Line Works—
Additions and Replacements.

(c) In order that multiple budgeting for the same item in the
system of gross budgeting was reduced to the minimum,
and inflation of the gross demand obviated to the extent
possible, issues from ‘Manufacture Suspense’ to Works
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-and Services, funds for which were provided within the
same ‘Demand as the ‘Manufacture Suspense’, head,
were taken -as a reduction of ‘Debit’ for the purposes of
Gross Budgeting (as was done in the case of ‘Stores
Suspense’ with effect from 1-4-1860) and not as a ‘Credit’
outside the gross demand, as in the earlier years. In
the case of ‘Stores Suspense’ also, issues for fabrication
etc., viz, to ‘Miscellaneous Advances Capital' within the
sam2 demand, were taken in reduction of ‘Debit’ for the
purposes of Gross Budgeting.

“In 1964-85, consequent upon the introduction of Pension
Scheme on the Railways, two new demands were created
in this connection (Nos. 11-A and 11:B) to operate as
‘“‘contributions to, and ‘withdrawals from, the Railway
‘Pension Fund.” '

‘‘In. 1965-66, another important change was made in the struc-
ture of demands for grants for works expenditure. The
Demand No. 15—Open Line Works—Additions and Re-
placements and Demand No. 16—Open Line Works—
Development Fund was merged into a single demand
which was thereafter referred to as Demand No. 15—
Open Line Works—Qapital, Depreciation Reserve Fund
and Development Fund. In eddition to ‘reducing the
number of demands the merger of the two demands was
sought to eliminate some more of the multiple budgeting
for some items which inflated the gross demand. Issues
from ‘Stores Suspense’ and ‘Manufacture Suspense’ to
works and services chargeable to Development Fund were
to be taken as reduction of debit for the purposes of
gross budgeting within the same demand, instead of as
‘credits’,. which were to figure outside the gross demand.
In its place, Demand 11-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
Fund and to Development Fund. for payments towards
Amortization 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 Demands is
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intended to provide an adequate machinery. Further,
grants are now obtained from Parliament for the gross
expenditure and not for ‘net’ expenditure,’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 fluctuations in
credits and recoveries.

“‘From the foregoing. it will be observed that the structure

“In

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. '

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 aspects
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 budget,
demand for additional eéxpenditure both for the current
year and the new year and any other feature necessitat-
ing detailed exPposition.

“Financial statistics are also now maintained by the Railways

to enable the administration to watch regularly the
trends of traffic on the one hand and 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 exercised. Of late, a pamphlet 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
Railway performance against the background of national
economy, the growth of freight and passenger traffic,
analyses the utilization of railway assets 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 alonk 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
Problems’’ 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

It

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.

.

will thus be noted that every possible effort is made to
make the presentation of the Railway budget as informa-
tive and meaningful as possible and this is a continuing
process.’’

Programme, Planning and Budgeting System

7.3. 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 plannihg and deciding activity in seneral
management and that costs are properly analysed and interpreted
with a view t> making available purposeful financial statements to
managements at different levels.

74. In a note, the Ministry of Railways have stated as under:—

“Programming, planning and budgeting implies that the

budget should be prepared in the context of activities/
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programmes for which spending decisions ‘have to be
taken. ‘What is intended is that the budgeting exercise
for internal management should show -each activity/
programme separately in‘the budget arnd-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

“In

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.

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 exvenditure 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 which is held responsible 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 correlating the expenses with the appropriate
units of performance. For instance, expenditure under
fuel is linked with gross tonne kilometers and engine
kilometers and workshop repairs costs are related to the
nurber of Tocomotives coaches and wagons periodically
3verhauled in workshops. The expenditure on perma-
nént way maintenance is predominantly dependent on
gang strength which is fixed on the basis of work studies
taking into account the density of traffic, terrain, gradi-
ent, curves, etc. hese threé items of expenditure, ie.,
‘operation, fuel and repairs and maintenance, account for
about 40 per cent of the total ordinary working expenses
of the Indian Railways.

*“QOther itemns of expenditure include General Administration

(Demand No. 4). Ordinary repairs and maintenance of
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rolling stock and other assets (Demand No. § other 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 staft
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-
tion. 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 ensuing 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
staff is allowed only when the anticipated activities justi-
fy the same and there is no cushion in the existing staff
strength. This provision of additional amount in the
budget bazed on detailed justification is itself a kind of
financial 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
Managers of Zonal Railways have details of expenditure
Department-wise and function-wise compared to budget
allocations. General Managers are accountable to the
Board for ensuring that the respective budgetary allot-
ments are adhered to.

“The fundamental issue 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 acting quickly to make changes,
when necessary, does not require flnancial control. For
-example, the rate of consumption of fuel could be con-
trolled engine-wise, driver-wise in each shed. Detention
of wagons in yards and performance of shunting engines
«could be controlled separately in each yard. Control on
these physical performances would automatically be re-

... .flected in the financial picture,

2779 LS—8. !
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“Further, it is riot apparent that redefining these’ work units
in monetary terms would add to théir effectiveness at
the operating lével. Even if it i§ done, because of data
processing time involved, they will not be available in
time. But knowletige of certain standard unit costs, such
ag cost of shunting engine hour, cost of provision of a
wagon or locomotive, would induce cost consciousness
amongst staff at the operating level. These unit costs
updated periodically are proposed to be exhibited pro-
minently at the works sités to 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 performance 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 financial 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
Qinistry of Railways to the following observations made in the
Report of the Team of World Bank experts (1970) in this regard:

“The budgeting procedure in no way measures management
performance or allocates financial responsibility....We do
not consider that the present system of budgetary control
is effective in the encouragement of sound financial man-
agement.”

7.6. The Team further observed:.

“Budgeting by Idtun Raflways is actually the preparation of
& seriey of Parfameritdry estimatés for approval by Gov-
eérhmrent dfid’ an- allééation of public funds for the coming
year's operations #idedd, at whatever levél; vbt' exammed_

[
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the budgeting procedure, the process of budget preparation
is one of meeting a Parliamentary procedural need rather
than tb provide a control mechanism of financial manage-
ment.”

1.7. The Team had recommended that “It is our view that the
first step-should be to cut back on the volume of data produced by
the Indian Railways' system rather than add to the amount of data
produced”. They had further pointed out that the preparation of the
budget was not to be seen so much “the fulfilment of a part of the
system to enable headquarters to fill in the right forms in the right
time but rather a realistic forecast of proposed activity expressed in
cost terms.”’

7.8. The Committee note that there are 21 Demands for Grants
in regard to the Railways and that the structure of the Demands
has been pertodically 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 and in turn to the public at large. It is pertinent to note in this
connection that the World Bank Téam did not consider the present
systemr of budgetary control on the Ratfways to be effecttve for the
purposes of “sound financial management” and had emphasised the
need to ¢ut back on the volume of dita produced by the Indfanm Ruil-
ways System”. They had desired that the preparation of 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 man-
ner of presentution of the financial results of the working of the Bri-
tish Railways and their activities during the course of the. yeur.
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 greatly subserve the purpose in view. What is
needed is that meaningful data corelating costs to results should be
Presented in a simple and lucid manner so as to be easily under-
standable by & layntam. This s sfl the more itportant as massive
investments are being made on the Railways and the Capital-at
Charge of the Railways in 1971-72 bas already risen to about
Rs. 3500 crores and is bound to increase substantially in the Fifth
and subsequent Plan periods. It is necessary that the Railways, as
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a premier public undertaking should keep Parliament fully informe
ed 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.

7.9. The Committee would therefore like Government to under-
take a comprehensive review of the form and content of the Rail-
way Budget and the number 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 accountabi-
lity to Parliament and the public.

7.10. The Committee 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
Task 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 have,
in their 24th Report (1972-73) pointed out that the techmique 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 stand-
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 question of prepara-
tion of a performance budget by the Railways as an integrated part
of the Demands for Grants.

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

B. Modernisation of Accounting Procedures

7.14. The Committee enquired when the existing system of ac-
counting on the Railways was introduced and what improvements
h¥%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 M/s Price, Waterhourse and Co. on a specific assign-
ment from Government of India.

“(2) The following are the prinaipal 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 must be found out through dis-
agreement with the control account. The new system
with the assistance of mechanical methods was to avoid
a great deal of the detail work and duplication that ex-
isted earlier, was to ensure greater accuracy and con-
duce to greater speed in the preparation of final accounts.
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(c) The Railways shouyld prepare Profit & Loss account -and
a balance sheet, at the end of each year.

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

“(4) The basic aims of the system are:
(a) better presentation of commerical results;
(b) earlier prepartion of accounts, and

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

“(5) A number of changes have been introduced during the
years since. These changes 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 presentation of commercial results

“(i) The final accounts of the Railways now include a Block
Account. Expenditure of a capital nature incurred on railway assets
is classified under four heads viz. Capital, Depreciation Reserve Fund,
Development Fund and Open line Works—Revenue. To give an
overall picture of the expenditure of a capital nature as distinguish-
ed from the expenditure actually charged to Capital (loan account),
a separate account is compiled namely, a Block Account giving the
entire expenditure of a capital nature irrespective .of the head of
account to which it has actually been charged. The Loan Account
will give only the extent.of expenditure actually charged to loan
capital, The balance sheet reflect.all the fixed and floating assets as
in the block account.

(i) In addition, the Railways also now prepare statements of
funds and their utilisation bringing out the extent to which the re-
quirements of capital nature have been financed 'from internal
sources. ' '

‘(b) ‘Refinements in the method:of preparation of Accounts.

7.15. The -accounting system has besn refined and advantage has
‘been itaken of the introduction-of computers to:speed up accounting
and-thus make the information avdileble to:managemsent earlier.



o7 -

(1) Change in the basis of accountal of freight trafic from ‘re-
ceived’ to ‘forwarded’ basis has 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
station. Further, the invoices are now brought from the stations to
the Electronic Data Processing Centre by couriers on the following
day in case of large stations and within a few days in the case of
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.

(¢) Compilation details in the form that will assist the management

“(i) A great deal is being done to enable the managemnt to use
the figures pertaining to past operations as reflected in accounts as
a guide to the future. This is being achieved by the progressively
greater use of management accounting techniques. Effort is being
made to present purposeful, upto-date, figures, in the form required
by the management, for controlling day-today operations and creat-
ing policy. ‘ :

“(ii) The Railways now compile information on the movement of
500 commodity groups. The information required by Marketing and
Sales. Staff in this connection is made availahle to them within 20
davs.

“(iii) The activities of {the Electrical .and Signalling vDe'gaxjtmen_ts
have heen expanding. They have also been 9%11@!13 mare modern
and  sophisticated equipment. n order to enabfe b t’;er control to be
exercised.on the operating and maintenance expenses of ,F“'.e?s";tm:;
the expenditure thereon_has been segregated into separate abstracts
vie, Abgtzact I (g;mmlz of Signal & TAlecommiication Depart
ment), H (Expenses of Electrical Department) Sigilarly, with' the
introduction of diesel and electric Tractions in réplacement 3f steam,
the expenses relating to steam, diesel and eléctric tractions are being
recarded sgparately. , Further changes in accounting classification are
ynder consideration in order to reorient the classification to bring in
fungtional breakydown of costs as apposed to mqgiy listing’ cost

under varigus headings.
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“(iv) The accounts are also being analysed to cost various opera-
tions. Traffic costing has been introduced inter alia to assist the
management in rate making and in project profit planing. It may
be mentioned here that the Railways are now using Discounted Cash
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
accounting 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 far
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 development 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 same. 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 available to the Rail-
ways about the sections and gauges on which they 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 traftic 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 ke
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 since loadings were ultimately
converted into earnings.

7.19. In regard to a question why production units were not main-
taining any profit and loss 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 required to complete a job. Care-
ful watch was kept over the execution of the works, supply of
stores, and utilisation 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 reply to a question whether any significant features had
come to notice in the accounts for 1971-72 which were compiled orr
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 credit was now being
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 was not getting
full credit for the expenditure on maintenance of G.T. and Deluxe
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xakes. Under.the revised procedure, due oredit was being given to
the Southern Railway for the services rendered. As the procedure
had been introduced with effect from 1st April, 1971, the system
was expected to stabilise during the current financial year. Somne
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., 1872-73.

7.21. So far as the question of apportioning the earnings between
Divisions were concerned the Financial Commissioner stated that
_this had to be done only railwaywise and Gauge-wise. The General
Managers had been given discretion to quote station to station
rates. If the same discretion was given to i1ae Divisions it would
result in confusion and '‘there will be any amount of litigation™"

7.22. The Committee pointed out that the Study Team of the
Administrative Reforms Commission had stressed the need for
setting up a Committee of expert railway officers to review the
-various provisions contained in the Accounts, General and Engi-
neering Codes and modxfy them to suit the efficient functioning
of the Railways. The Committee enquired about the reasons for
delay in taking a decision in this regard. The Financial Commis-

sioper stated:

“I confess there has been some delay in implementing this
recommendation of Administrative Reforms Commission
‘Personally 1 feet that we should accept this recommenda-
tion and should take action to implement it."”

7.23. To a question whether it was not. desirable to have .a cou-
tinuous review of the whole problem, the Financial Commigsioner
stated that ‘continuous review is done by the various agencies and
by the various Directarates, but apart from the coatinuous rewiew,
there must be:a periodical wholesale xawiew hecause in a continu-
ous review, we come to.amend matters only .as they come to our
notice. What .the Administrative Refarms Commission has suggest-
ed is to sit and review all the .codes at one stretch and I think we

should do it."” ¢

7.2¢.-To a further question .whether any .economies had been
actually effected during the Jast 5 years as a result of pxmphﬁcatmn
ot .accounting .progedyres .and consequent reduction jn the clerical
warkload in different foxmations, the Financial Commissiqner stated
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that on the traffic accounts side, simplification of the procedure had
given relief. to the Station 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 cases of
underinvoicing etc., which itself came to serval lakhs in a ycar. So
far as the clerical workload was concerned. 1423 peosts were render-
ed surplus when mechanisation of accounts was introduced. After
computerisation another 315 clerical posts were rendered surplus.
By stopping fresh recruitment and bv  filling up of retirement
vacancies from the staff rendered surplus all such staff had been
absorbed.

7.25. The Financial Commissioner added that the Railways were
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 maiters. In 1969
a team of two experienced and well known British Accountants was
sent by the IDA t> examine the Accounting System of the Railways.
The report submitted by the team indicated that they were satisfied
with the Accounting system of the railways.

7.26. The Financial Commissioner added that one .of the major
improvements recently made was adoption of the discounted cash
flow method of examination of a project which was ¢qosidered
everwhere to be the most modern and .best method of financial
analysis. This system had been adopted for all projects about
Rs. 20 lakhs. The Railways had also started using varigus refined
statistical methods like regression analysis, exponential smoothing

etc.

7.27. In this conpection, the Comumittee would like to reproduce
the follawing observations of the World Bank Team which..examin-
ed the accounting procedures of the Railways in 1969-70.—

*“The overriding characteristic of .the accounting apd statisti-
cal system is on the one hand, a vast amount of (detailed
information, recurrent breakdown of data and the calcyla-
tion and presentation of ratios of both operations and
costs throughout the system. On the other hand, the
~olume of  information, the way in whieh it ig:presented
and the purpese for whieh it is presented, has-made
statistical and budgetary control a routine .and dogged
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exercise undertaken and produced by a bureaucratic
elite. The effect is the growth of a reporting procedure
and allocation of responsibility 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 confuse the issue.”

"“What must be avoided is 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 senior officers of the Indian Rail-
ways, is that many Railwaymen are excessively orientat-

ed to operating a railway as opposed to overating-a rail-
way at a profit."”

7.28. The Committee are glad to observe that the Railways are
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 accountal basis from ‘received’ to ‘forwarded’ basis for frei-
ght traffic, processing of invoices received from stations at the Elec-
tronic Data 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 financial viability of all pro-
jects costing Rs. 20 lakhs and above is another welcome step taken
by the Railways. The need for compiling data in a form as to assist
the management in controlling day-to-day operations as well as in
taking decisions has also been recognised.

7.290. While due credit must be given to the Railways in this re-
gard, the Committee would like to impress upon the Ministry the
need for evqlving 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
responsibility for their sectors of the costs. As stated by the World
Bank Team “Many Railwaymgen are excessively oriented to operat-
ing a Railway as opposed to operating a Railway at a profit.”

7.30. The Committee hope that the Railway Board will take
immediate purposeful steps to reerient the accounting procedures so
as to subserve the above objectives,
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7.31. The Committee further observe that the World Bank Team
had underlined the need for eliminating superfluous classifications
which are now out of date and irrelevant to contemporary needs.
In order to meet this criticism, the Railways are now contemplating
further changes in accounting classification so as to reorient the
classification to bring in functional break-down of costs as opposed
to merely listing of costs under various headings. The Committee
desire that this task should be completed with expedition.

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

7.33. The Committee would like the Ministry of Railways to re-
port to the next Convention Committee the progress made in
further refining the accounting procedures in the directions men-
tioned above.

C. Management Accountancy

7.34. The Committee enquired if the system of management
accountancy had been introduced on the Railways and whether the
services of any specialised institution were obtained in this regard.
The Railway Board have stated in a note that '"'Modern Manage-
ment Accounting'’ practices are being adopted increasingly on the
Railways. While keeping a historical record of ‘financial transac-
tions 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 results
in the future. It is recognised that the modern view of accounting
service as a management tool demands that figures relating to the
past operations should be presented and used primarily as guides
to the future; Railway Accounts Officers are endeavouring to sub-
mit purposeful, uptodate, information, in the form required, as a
means of controlling current operations and projections of the pro-
bable future as a guide to planning.

“Operating Managers had formerly relied upon intuition and
personal observations to supplement the limited financial
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datd availible from the acvcounts: Now, hdSnever, ‘the
functions of gathering, analysing and" mfet-ﬁféf'ng a broad
renge of economic information is gradaally Beco:tﬁng the
fespongibility of the Accounts Ofﬂders ‘

“The Railways have not obtmined: the servises dof any specis-
lised institutions for this purpose. Management account-
ing practices are being progressively introduced by tive
Railway Accounts Officers themselves who are develop-
ing their functions beyond the traditional Pounds of
financial accountants. The emerging breed  of Munaue-
ment accountants on the railways is a product of their
uwn competent exercise of the financial accounting furic-
tion.

“Railway Accounts Officers are undertaking specific addi-
tional functions which are the growing edge” of the
work of management accountants and account for their
management view-point and participation. They are
designing forms of financial and cost control reverts that
provide each managerial level with the most useful data
at the most appropriate time. They are educating execu-
tives in the need for control information and in the ways
of using it. They are working closely with top manage-
ment on long range programmes and 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 beyond
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 mentioned here,
therefore, that a great deal is being done to improve the
existing system of accounting taking full use of the in-
troduction of computers. The objectives are to:

(a) speed up accounting and production of figures; and

(b) preseni the figures in the form that is best to assist the
executives and administration to secure efficiency and
economy in working.

The changes concern aoccounts of -both income amd expenditore and
embrace informational material relating to east and. inventory con-
trol.
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“Fhe present limtted' clamsificatién: of accoumts is not best
suttéd for giving: meanin@ful’ information. It is Being
revised to providée 4 functional break-down of cost a3
oppased to merely listing costs under various Weadings.
At the same time, steps are being taken to eveluate the
cost: behaviour characteristics of the funetions or activi-
ties of the major spending departments. Thes2 studies
would define units of work against classification of
accounting and break-up elements of costs into controi-
lable and non-comtrollable items so that co-relation
between output and cost could be established. These
steps would enable the Railway Accounts Officers to pro-
vide data which measures upto the requirements of facts
for problem solving and decision-making without the need
for special studies at every time.

“"Somewhere ahead in the future, it would have to be con-
sidered whether standard costs can be used for budgett-
ing. Well designed standards could normally be converi-
ed into perspective costs. However, changes in the prices
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 of
little practical utility, their use  may end up only in
officers concerned having to render more and more ex-
planations for variances over which they have little or no
control.

““When fully developed, management accounting on railways
would be a service phase of management proper rather
than a service to management from the outside of the
management group. This does not imply dominance ot
direction from the accountant but a sharing in the over-
all process to which he would contribute at almost at all
poirits. The effectiveness of this contribution, however,
would depend entirely upon providing a range of infor-
mation that is comprehensive and, also, for any particular

dt::é sufficiently condensed and pointed The effort is
to lop the potentialities of accounting fully to be able
to pere inférmation in this manner and thus serve as
an effective management tool.”

7.38. Dhiing evidérice, the Cottiftiittée enquired wity the Katlways
1o A6t -coffiderdd’ # to' procure thé setvicés of Mamigement
eiPRrS WRh ¥ ¥HEW o devélop fully rvdita@éni¥ht dtcountindy oft
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the Railways and whether they had exposed their own staff to
modern methods of management accountancy. The Financial Com-
missioner stated that about 45 Accounts Officers had been sent 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
Stafl 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 ]nstitute of Management and some private consultants and
various other peaple, and referred to them specific problems. After
studying the whole problem we have found that they do 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
about this matter. In fact, the ISI wanted a high fee of nearly Rs. 2}
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 useful:”

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 professional 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 adequate. The Rail-
way Staff College at Baroda provided initial training course te
probationary officers and refreshers, short term and special courses
for senior officers. In addition, facilities for training in management
‘had been developed at the college which served the nesds of the
‘railways in relation to safety measures and railway operations.
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During the last three years, 138 Administrative Officers had been
trained in management courses at the College.

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

7.39. The Committee enquired whether the Railway Board had
taken advantage of the training courses organised by the National
Institute for Training in Industrial Engineering, Bombay. The
representative of the Ministry stated that a few officers had been
sent there for dealing with specific problems. The services of the
Institute had also been obtained for dealing with some of the prob-
lems of Suburban Trafic 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 Efficiency
Bureau in the Railway Board, the representative of the Ministry
replied that the Bureau was required to undertake investigation into
specific problems of Railway working in the flelds of operations
workshop outturn, repairs and maintenance etc. with a view to sys-
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 management,
operations, practices and procedures on the Railways.

7.41. The representative of the Ministry added that apart fram
undertaking the asbove types of investigations, the Efficiency Bureau
was also entrusted with varying items of work which were more or
less of a continuous nature. There were:

(i) Working out and maintaining the Zonal and Divisional
‘workload and operating-cum-eficiency indices of indi-
vidual Zonal Raflways and Divisions with a view to enabl-
ing the Railway Board to arrive at decisions with regard
to the requirements of personnel and organisational set-up
of the Zonal Rallwa¥s and Divisions.
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(ii) Reviewing the trends of staff strength in individual depart-
ments of the Zonal Railways with a view to maintaining
control on the growth of staff 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).

(iv) 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 brought 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
vof such studies could always be used for taking dcisions 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 portions of some of the sections. It was also found that
some of the services rendered by the Southern Railway to other rail-
ways were not given full credit. A change was accordingly made in
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the Accounting System as a result of which the working results ot
the Southern Railway had shown distinct improvement during the
last three yyears. 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 Burcau of the Railway Board had
succeeded in employing modern techniques like operations research,
linear programme, queueing system of planning and scheduling ete.
in respect of various operations with a view to improve productivity,
increase efficiency and effect substantial economies, the representa-
tive of the Ministry replied that these techniques were being progres-
sively introduced on the Railways. The following steps were being
taken in this regard: —

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

(2) Various study courses were attended by Officers 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 officers for a period of six weeks. Such courses
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. Onme point is that these operational research courses
are given to junior officers or middle level officers i.e.,
officers who have been promoted to the junior administra-
tive grade. We are also thinking of extending these cour-
ges to heads of departments, General Managers, Members
of the Raflway Board etc. so that they could participate in
these courses and take advantage of them. We also propose
to start a separate Directorate for operational research in.
the Board. We are also thinking of deputing Officers from
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that Directorate to the various Zonal Railways so that they
will be able to give leetures on the spot, which could be
attended by senior officers like Heads of Departments and
General Managers. Thereby we can widely diffuse 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 re-

gards: —

“The enormous 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 controls 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

uIn

are concerned, are extremely elaborate....The data which
the control system produces is considerable in volume and
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.”

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

747. The Committee nete that although the Railways are alive
to the need for evolvimg a system of management accountancy to
enable them to take expeditious well-caleulated deecisions while
handling the complex problems of Railway Adminmistration, they
have, by and large, relied upon their own persennel to develop the
management techniques. Railway Acceumts Officers are stated te
be “endeavouring to submit purposeful, uptodate infermation as a

means of

m&dlhgmt”hsndpmheﬂ.dthepn-

bable future as a guide to planning”.
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7.48. The Committee consider that no effective system of modern
management accountancy has been developed on the Rallways and
that the operational and financial controls exercised are inadequate
and ant, vusted. Therefore, the achievements in this fleld, being
' lom ary far from satisfactory. The Committee consider that
r:-:: :heir’ experi nes of operating a vast net-work for over a hund-
”Id years ‘h:e R:il:v:ys ‘:ould have taken more concrete and pm;
poseful steps in this direction by combl:::;g 1::; t::odemsy““:n:ht;e
makes the entire management philoso,. World Bank Team, it

?ech.mqu.es uptodate. As pointed out by the .. ~ and examine
is high time for the Railways to reappraise the systew. ~ontrol
the fundamental objectives of management so that effective .. -
systems could be designed to enable the objectives to be fulflllea.
It is of the utmost importance that the Railways set up systematic
planning and centrol system with a view to defining clearly man.
agement objectives and strategies and plans to achieve these objecs
tives and evolving morms to monitor performance against the ob-
jectives set. For this purpose, there is need to introduce an effec-
tive system of management accountancy on the Railways as expe-
ditiously as possible which would act as a tool of management con-
trol and provide concurrent and purposeful data at all strategic
levels to reach appropriate decisions.

7.49. In thi; 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 administrative,
accounting and technical procedures followed in public undertakings
and to suggest changes. The Commitiee consider that the Task
Force recommended earlier in paragraph 7.10 may also be entrust-
cd with the responsibility of critically examining the accounting and
administrative procedures on Railways with a view to providing
management accountancy, as an aid to management decisions at
all appropriate levels of control.

7.50. The Committee further consider that it would be useful for
the Railways to expose their officers to modern methods of manage-
ment by sending personnel drawn from different supervisory levels
for refresher!training courses conducted by the Institutes of Man-
agement in the country. A regular system of inviting management
experts for delivering lectures in the Railway Staff College, Baroda
and other training schools of the Zanal Railways would also be of
mutual benefit.
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7.51. The Committee note that at present the Railways have a sys-
tem of internal audit by the Financial Adviser and Chief Accounts.
Officer on each Railway. The Committee consider that the feasibility
of utilising the services of Cost Accountants/Chartered Accountants
and Management Accountants, outside the Railways, on payment of
moderate fees to examine the working of the various establishments
of the Railways and suggest avenues of improvement and earning
more revenue may be got examined by the Task Force recommend-

ed in paragraph 7.10 in the interest of operational efficiency of the
Railways.

D. Traffie 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 analysis of cost of opera-
tion is being done for goods services and arrangements are under
way for costing passenger services. It has been stated by the Rail-
way Board that “cost analysis is a continuous process and takes
into account the changing pattern of traffic and improvements in
operating techniques and technological improvements. This ana-
lysis serves 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 costing cell forms the special charge of the Joint
Director, Statistics.”

7.63. 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—fire-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 viz. foodgrains, bonemeal, iron ore, manganese ore, tiles
common (roofing), oil-cake (manure or fodder) cotton unpressed
snd coal. Because of the tapering effect of rates, certain commo-
dities did not pay for their cost buyond specific distances 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 differential rates for different commodities varying
from category 30 to category 150. Above category 52.5, it could be
said that the trafic 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 nof 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 Indian Railways. This study was to be done
in different 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 World
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 organisation 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 so 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 services and so that it can be used for charging pur-
; poses;
i (e) to increase the understanding of transport 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 Traffic 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 major 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 costing should be with this possibility in view.”

138. 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.

7.50. The Team of World Bank experts has expressed the need
for developing and strengthening the Costing Cell Organisation at
the Zonal level so that this work could be done in a more effective
and sustained manner.

7.60. The Committee understand that the Railways have not so
far worked out the cost of parcel traffic as well as the goods mile
cost for each train*. The Committee hope that the Ministry of Rail-
ways would take suitable steps to strengthen the Costing Organisa-
tion to enable it to work out detailed cost of each operation on the

*NoTe: At the time of factual verification, the Ministry of Railways have
stated as follows:

“For several ycars past, the Railways have been working out the
average cost of moving a passenger train/a passenger yeh:cle per
km. as well as the average cost of moving a goods train/a goods
wagon per km. gaugeswise and Railwaywise. These figures are
being published in Statement No. 15 of the Supplement to the
Annual Report of the Railway Board. In addition. for management
purposes, cost per wagon km. and per tonne km. has been worked
out for different types of goods trains (through or shunting). trac-
tion-wise (diesel electric or steam). gauge-wise (BG. MG or NG)
and operation-wise (line haul, terminal, marshalling, transhipment,
repacking, shunting, documentation etc). From these figures. the
cost of transporting 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 detalled
costs of similar types of operations for parcels.”
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Railways with a view to adjust their rates to the extent possible
so a8 to meet successfully the growing competition from Road Ser-
viees, '

7.61. The Committee regret to note that costing of passenger ser-
vices has not so far been done by the Railways. They note that a
beginning in this direction has been made recently. It is important
that the Railways should work out the cost of passenger services
class-wise for Maill[Express and Passenger Traing 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 services on which they are losing, the extent of such
losses and the measures that could be taken to obviate them. Simi-
larly, in working out the cost of suburban services, further refine-
ment should also be made by the Railways to ensure that the costs
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 install-
ed on the Railways as under: — ,

(1) Railway Board
(2) Zonal Railways
(8) Production Units
(4) Moghalsarai Marshalling Yard

-

7.63. The Ministry have stated that operating statistics are also
by and large, being compiled on the computer. In place of 119
commodities prior to mechanisation, at present information is collect-
ed on 527 commodities every month by the second week of the
following month and in respect of smalls 100 per cent coverage is
ensured in place of 3 per cent sampling earlier. Computerisation 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 control at different 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 switch over of the work
to computers, the programme as drawn up in July 1968 envisaged
completion of the work in five phases in the course of a year or 18
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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
substantially to better inventory management i.e. lower inventory
levels and higher service efficiency, with a saying on the dividend
Hability 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 10th July, 1968
was intended to be a tight target 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 information 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 109, pertained to Alco 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-IIT
systems and programmes were ready and were expected to be com-
pleted by June, 1973. Phase-IV dealing with payment of Vendor
Bills had been dropped because of certain difficulties. Phase V
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would 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 accoumtal of
stores transactions. Priced ledgers, class ledgers, debit|credit 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 Phase-I 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 III and V and thereafter by pro-
gressive introduction of modern 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—traffic accounting
and traffic statistics (about 50%), fuel accounting, operative statistics,
analysis of claims, workshop accounting, payment of incentive, work-
shop and general pay roll etc. The areas monitored were—traffic load-
ed and traffic performance, performance of high rated trafic on ABC
basis and operating statistics and performance indices. In the Rail-
way Board, the computer was being utilised for monitoring inter-
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«<hange movement of wagons from 48 points—specially the POL stock
.and for annual census of BG and MG wagons. In the production
units, the computers were employed for keeping control on inven-
-tories, production and cost.

7.18. 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 matter was still
.awaited.

1.74. To a question what steps the Railway Board proposed to
‘take to ensure that maximum 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
¢o stores accountal, inventory control etc. Only when third gene-
ration computers were available, it would be possible to utilise these
systems for 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. Staff 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 Metropalitan 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 utilise
the present type of computers for the purpose the Committee had in
view. Only when the Raflways actually started operating the Mass
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Rapid 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 country. Even now, the Electronic Corporation of India
were manufacturing only very small computers. The Government of
India had appointed a 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 complicated instruments installed by
some of the foreign airlines.

7.78. Increasing use of computers to handle major sections of the
statistical and accounting functions has been welcomed by the World
Bank Team as “an excellent development”. 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 Committec observe that in the matter of taking over
stores accounting and stores (recoupment and reorder) 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 teething troubles. Whereas it was initiaily hoped
(July 1968) to complete the work (five phases) within a year or 18
months ie.. by end of 1970, only the first two phases of the pro-
gramme (in case of Phase I the progress is stated to he 90 per cent),
have been completed so far. According to the revised programme,
Phases III and V (Phase IV has been omitted) will now he complet-
ed only by June, 1974. The Committee would like the Ministry
of Railways to keep a close watch on the implementation of the
programme with a view to ensurc that there are no further delays
in this regard.

7.80. The Committee note that economies of scale would be pos-
sible with the installation of third generation computers which are
still to be developed in the country. They also note that the pro-
curement of these computers is to be cleared by the Electronies
Commission and that the final decision of Government in the mat-
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ter is still awaited. The Committee would like the Government 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 economies 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 on 31-3-1971. They hold about 35,000 items
of maintenance stores and the value of their stgres 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
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 the excessive inventories held by the Railways to the mini-
mum extent possible 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 same
particularly when indigenous supplies of stores and spares are readi-
ly available in most cases. The Committec would like the Railways
to appoint a committce to go into the whole question of planning,
programming and holding of stores thoroughly with a view to bring
about improvements in the existing systems and procedures so as
to streamline them. The Committee would like the Railways to
make a specific mention in their Budget documents about the mea-
sures taken to rationalisc the inventory holdings and economies
achieved.

7.82. The Committee appreciate the steps taken by the Railways
to ensurc that the staff who may have to be replaced on account
computerisation 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 be
monitored with the aid of computers so that maximum advantage
is derived from these sophisticated systems.

R. K. SINHA,
December 14, 1972, Chairman.
Agrahayana 23, 1894 (S) Ruailway Convention Committee.
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APPENDIX m
(Vide para 4-6)
Suunm the accretions to and withdrawals from the Railway Develogment
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APPENDIX IV “
(Vide para 4.14)

List of Items Classified as Amenities for Passengers and other-
Railway Users, .

1. Water supply at stations for the use of passengers, including
not only general water supply arrangements which are used for pro-
viding water for use of railway users in carriages, stations, parcel
offices and goods shed premises, but, also purification. plants installed,

water coolers, electric or otherwise, water trolies etc. provided for
use of railway users.

2. Provision of waiting accommodation including reinforced
cement concrete and other types of benches 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 descriptions at stations,.parcel offices, goods-sheds etc. provided
for catering to railway users, except those which the vendors are
required by contract to provide at their own cost.

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 platforms, at stations. parcel offices and goods sheds
etc. to cater to 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 passenger amenity reasons, e.g. exten-
ston of platforms @t big stations to acsp mmodate full length trains
carrying additional coaches provided %5 relieve over-crowding, pro-
vision of additiona?l platforms to facilitate crossmg of trains.

7. Provision of: additioml foot ove!‘bndges improvements and
covering of existing overbridges or subways within station premises
to connect platforms or offices at stations, parcel omce, goods she‘d
etc., to serve the needs of railway users

ey
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8. Provision of bathing facﬂmes at stations for uo of passen-
gers. Provision' of washable ‘aprons on passengers’ platform lines

& provision aof overhead andfor ground level arrangements at
stations for ﬂllmg water in carriages,

"1

e

9. Providon or improvement of approaches and circulating areas
at stations, parcel offices, goods sheds etc. including improved light-
ing, tonga-car-taxi-cycle rickshaw stands, sheds for . bullock and

other carts, ‘water troughs etc,, to cater to the requirements of rail-
way users,

10. Improvement to existing carriages such as provision of fans,
improved lighting and lavatories, special insulation in roofs, bigger
water tanks in carriages, better fittings etc., intended to provide
improved facilities for passengers, cost of additional coaches to
compehsate the loss in seating capacity when old coaches. are re-
placed by new coaches which have a lower carrying capacity due
to provision of better Ticilities for 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 eonversion of halts into flag
stations, as a passenger facility where there is no ﬁnancial justxﬂca-
tion.

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

#14. Works under all the above heads meant to cater to railway
users, provided in connection with Melas and required for periods
exceeding 6 months.

15. Any other works considered essential for meeting the require-
ments of railway users at any station, e.g. provision of Information
Office or Kiosks, provision of public announcement systems etc.

*Note: Works of this nature requlred 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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APPENDIX VH h
(mde para 15 of Inttoductlon) )
Summary of Recommendatwns/Concltmm contained in the Report

v
[

; Ret‘erence to - = "
S. No. parq No.of - i Summary: 01' Recbmmendauom/COnclumom
' the , Report "’:? - “hEy

a by

—— 3 2

1 e T g

1 1anddl  The Cominittee had, ' in their Interim  Report

i - presehted to Parliament last year, made inter-
alia the following reéommendations covering the
period 1971-72 and 1972-73: —

(1) The existing rate of dividend at 44 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 invested

after 31st March, 1964 should continue to

be paid by the Railways to the Genernl
Revenues;

(ii) 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 of -dividend;

(iv) The existing arrangements of (a) defer-
ring the payment of dividend on the
Capital-at-charge of New Lines charge-
able at the average borrowing rate of

130
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o interest during the period of their con-

‘struction as well as for the first five
year< after their.opening; and (b) closing
“the account of deferred dividend of New
Lines after a permd of 20 years from the
" date of theit opening, extinguishing any

" " Mability-for deferred dividend not liqui-

dated within that perxod may be con-
tinued ' .

T

W Ha\ﬂng regard to the Long period of con-

“struction /gestatnon of railway invest-

_ ‘ment in general and the time taken by

such investments ‘to reach full earning

" potenttfal, 25 per cent of outlay in a year

on' works-in-progress (which could other-
“wise he liable to payment of dividend)
may be exempted from payment of divi-
dend fOr & period of § years;

(w) Consxstent with ‘the commercial practice

of utilising réserves as-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 difference between
the dividend rate and the average bor-
rowing rate at which interest accrues at
present to the Funds as a set off in the
dividend payable from the Railways to
the General Revenues,

The Committee recommend that the above re-
commendations with regard to the rate of divi-
dend payable by the Railways to General Re-
venues and other ancillary matters, may be taken
to cover the next financial year viz. 1878-74 also.

The Committee note that contribution to the De-

precigtion Reserve Fund is at  present related

not to the amount of depreciation calculated as

.accruing on the wasting assets of the Railways
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Yyear by year but to the amounts that are expect-

132

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 Railways have been able to pre-
pare only “rough” estimates of accrued deprecia-
tion—arrear as well as current—based on an ad
hoc assessment made some years ago. 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 under provision, it is neces-
sary for the Ministry of Railways to further re-
fine the technique of assessing the depreciation
requirements. For this, it is essential that not
only. the data with regard to the number of
various types of assets requiring replacement and
their distributien 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-
cisely 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 exisung 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 during the Fourth Plan period,
they feel that it is desirable that full data in
respect of such assets is maintained by the Rail-
ways and provision for depreciation thereof is
made on a scientific and rational basis taking into
account the cost and life of such assets. The
Committee recommend that Government should
constitute without delay a Working Group consist-
ing of experts from Finance, Accounts, Audit and
technical disciplinés to examine the matter fully
so that detailed instructions may be issued in
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this regard. The Committee expect that the re-
quirements of Depreciation Reserve Fund for the
next five year plan would be worked out on the
above basis and placed before the next Railway
Convention Committee.

The Committee also recommend that the re-
quisite information about the total assets of
Railways and Depreciation implications of these
assets should be specifically mentioned in the
Budget papers for information of Parliament.

The Committee further consider that the Rail-
way Board should undertake a critical study to
determine whether in conformity with accepted
prinaiples of accounting, a separate Renewal Re-
serve Fund should be created out of their profits,
if any, to provide for inflationary and improve-
ment elements in the cost of assets. The intention
is, that the net revenue surplus deficit of the
Rajlways should be ascertained with greater pre-
cision and on accepted accounting principles and
procedures. The result of such a study may be
placed before the next Convention Committee
for thefir consideration,

The Committee consider that keeping in view the
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 Rs. 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, as
proposed by the Financial Commissioner, be of
the order of Rs. 115 crores, or as close thereto
as possible, taking into account the financial posi-
tion of the Railways.



2.60.

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 locomotive 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:

(1) 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 steam 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
on 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 a 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 Commitlee are concerned to note that the
programme of replacement of overaged electric
locos has been lagging very much behind the
targets 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 Raitways. This is stated
to be due to the inability of HEIL, 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 fully achieved.

The Committee regret to note that although
replacement of overaged D.C. electric locos was
included in the Rolling Stock Programme for the
years 1965-66, 1966-67 and 1968-69, orders
were placed by the Railway Board on Chittar-
anjan Locomotive Works in 1968 only. The
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Chittaranjan Locomotive Works placed orders on
HEIL for manufacture of electric equipments
for these locos in 1968-69. It is thus evident that
not to speak of advance action, even concurrent
action for the manufacture of electric equipment
for the locos by HEIL which takes time, was not
taken by the Raflway authorities.

It is also regrettable that even after the place-
ftent of orders by Chittaranjan Locomotive
Works in 1988-88 for manufacture of electric
ehuipment there was not only downward
revision of the promlsed supply four times during
the period June, 1969 to November, 1971 but
also failure to honour even the reduced supplies.

The Committee need hardly emphasise that the-
insdequticy of electric lvcos results in  under-
utilisation of the electrifled sections of the Rail-
ways on which heavy capital expenditure has
been ihcurred. In the interest of optimum utili-
sation of the electrified sections of the Railways’
it is very necessary that there should be in{e‘-
grated planning for the production of electrified
equipment by HE{L and the electric locomotives
by the Chittaranjan Locomotive Works. The
Committee would like the Ministry of Railways
to take up the matter again’with the Ministry of
Industrial Development at a high level to prepare
an integrated plan for the supply of electric
equipment by the HEIL to the Chittaranjan
Locomotive Works so that the targets of produc-
Hon of electric locomotives not only on replace-
ment account but to meet additional require-
ments are fully met. The Committee need
hardly point out that the Railways should place
orders for the manufacture of electric equipments
on HEIL well in advance to enable them to take
necessery action in the matter and plan their
proguction programme and delivery schedule
accardingly.
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In view of the above data and the findings of the
Public Aceounts Committee and the Administra-
tive Reforms Commission, the Committee consider
that the Railways have to exercise extreme
circumspection in making further investments
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 gs well as sdditional account, during
the Fifth Plan period (excluding the export
demand), indicated by the Ministry of Railways
needs a very careful scrutiny before any proposal
for expansion of the existing manufacturing
cdpacity or setting up of a new wagon building
unit is sanctioned.

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

The Committee cannot help feeling that the
records showing dates of purchase of wagons
and their age groups etc., are not uptodate and
accurate. The Committee would, therefore, like
the Ministry of Railways to look into the matter
s0 that the system of keeping such records is
streamlined and the replacement programme is
drawn up on the basis of actual requirements

The Committee are glad to note that the Minis-
try of Railways (Railway Board) are alive to
the need to augment the existing capacity for
the construction of coaches. They trust that
advance actien will be taken by the Ministry
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to ensure that not only the arrears of replace-
ment of coaching stock are cleared but full
requirements of additional coaches for non-
suburban gervices as well as for Metropolitan

_Transport Services are fully catered to at the

earliest.

The Committée have no doubt that while
planning for additional coaches, the Railway
Board will take into account not only the grow-
ing requirements of 3rd Class Sleeper accommo-
datlon on the Railways but the need to elimi-
nate over-crowding with the utmost expedition.

The Committee regret to note that out of 300
‘overaged EMU coaehes programmed to be re-
placed during the Fourth Plan, only 129 units
were replaced during the first three years of
the Plan, As these units are more than 40
years old (as against their normal life of 25
years), it is 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 account on a realistic basis consi-
dering the acute .over-crewding on the Sub-
urban Services and inter-city services where
they are used and programme for their produc-
tion accordingly. -

The Committee regret to note that against
the planned production of 443 and 347 EMU
coaches by the ICF and JESSOPS respectively
during the 4th Plan period, actual production
during the three years has been 171 and 122
‘respectively. In 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 HEIL,
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 targets in this regard 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 the 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 flttings 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
ratls, ‘sleepers and track fittings 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
the operational efficlency of the Raflways on



trunk routes which carry bulk of the traffic as
well as safe rwamning of trains is in no way
affected.

2 3.18. The Committee would reiterate the recommenda-
tion made hy them in their Interim Report that
there is hardly any gcope at present for increas-
ing the payment to States in lieu of passenger
tare 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 3lst March, 1964 is paid to the
General Revenues for payment to States of
fixed amount of Rs. 16.25 crores in lieu of pas-
senger fare tax and utilisation of the balance to
assist the States (in the safme 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 continued
during 1978-74. )

23 3.19, The Cammittee cansider 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 State Governments in lieu of the passenger
fare tax, it would be more appropriate if the
nomenclature of the Demand “Dividend to Gen-
eral Revenues” is changed to “Dividend to Gen-
eral Revenues and contribution for Grants to
States in lieu of Passenger Fare Tax.”

P} 3.217. The Cammittee note that the amounts credited
ta the Railway Safety Works Fund are allocated
to different States in the same proportion as
their share of passenger fare tax which is dis-
tributed in the ratio of the average of the State-
wise earmings fram non-suburban passenger
traffic. The Government of Kerala have suggested
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changes in the existing principles of alloca-
tions from this Fund to take into account factors
like density of population|traffic, the terrain, and
length 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
factors like location of the level crossings and
density of rail and road traffic passing over
them.

While all these factors need careful considera-
tion, the Committee feel that any change in the
exigting methad should 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 Governmemt
in consultalion with the Planning Commission
and the State Governmemts. They recommend
that the existing method of distribution of the
fund to the States may be followed for the
wbole of the Faourth Plap period and the matter
may be re-examined by the next Railway Con-
vention Commiftee.

The Committee ohserve that out of a total con-
tribution of aboyt Rs. 10.80 crores made by the
Railways to the Safety Works Fund during the
yegrs 1966-67 to 19"[1-_72. the sanctions actually
issyed so far for rejmbursement to State Gov-
ernments are of the qrder of about Rs. 1.24
crores only. The Funds actually remained un-
utilised till as late .as lgst year due partly to the
cymberspme procedure involved in claiming
reimbursement and partly due to the difficult
resources position of the States and delays in

aoguisition of land.

The ¢oﬁunitt¢_e note 't,h_nt the procedure has since.
been simplified apd thyt all pending cases have

‘been cleared by the Ministry of Railways. The

Commnittee . consider that 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 years. Apatt 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.

The Committee suggest that the availability
of funds for the construction of over|lunder-
bridges in respect of each State should be ade-
quately publicised by the Railways and specifi-
cally brought to the 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 5 years and
annual Plans in consultation with the State
Governmepts for construction of over|under-
bridges in 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 over|under-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 crossings
on account of density of traffic, the extant rules
providing the sharing of expenditure on 50:50
basis by the Railways only for a bridge of 24
feet width, need modification.
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The Committee further note that the Ministry of
Railways have suggested to the Planning Com-
mission and the concerned Ministries that a
special allocation of Rs. 50 crores may be made
for construction of overlunder-bridges at 250
level crossings during the Fifth Plan. This
outlay should be besides the Plan outlay of the
Railways and the States|Road 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 Railways
that a crash programme has to be 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 Ce'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 overjunder-
bridges. As stated by the Railway Minister in
his letter of 2nq July, 1971 to Chief Ministers of
all States “these proposals generate immediate
employment opportunities to unemployed gra-
duate engineers. Government of India schemes
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 se
authorised.

The Committee are glad to observe 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.

4.13. The Committee note that the total liability of
the fund as on 31.3.1972. in respect of loans
taken from General Revenues was of the order
of Rs. 86.65 crores by way of piincipal and
Rs. 3.52 crores as interest. Regarding the ques-
tion whether the loans obtained by the Railways
for paymen: of interest on the principal should
bear interest at the average borrowing rate
chargeable to commercial departments or the cur-
rent borrowing 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 Departments.

4.15. The Committee are glad to note that the expen-
diture on Railway Users' amenities during the
three years of the 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, 1965. The Committee would, however,
like to emphasise that the Railways should give
top priority to provide clean and cool drinking
water and improved types of latrines for the use
of passengers at the platforms. They also expect
that electricity will be provided at all stations
where it is available in the vicinity.

4.16. The Committee note that Railways have provided
water coolers at great expense at various Railway
stations, but it has been the experience of the
Committee during their tours that they do not
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give trouble :tree service, The Comxmttee would
urge the Railway Administration to ensure that
water coolers are maintained in working condj-
tion particularly durihg summer and are so situ-
ated as to be of maxithum' service to the travel-
ling public. The Committee would also like to
impress that the arrangements for washing of
- glagses should bé hygienic,

The Committee have noticed that the taps for
drinking water provided at the stations are of
antiquated designs. The Committee feel that
high priority should be given to evolve a sultuble
design so that the taps are convenient to use and
there is no wastage of witer.

The Committee regret to note that there has been
persistent shortfall in expenditure on staff ameni-
ties 1n spite of the fact that there is great shortage
of quarters for Class III and Class IV staff, the

- expenditure on which is met from the Develop-

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 and have to pay high
market rent, are guffering serious hardships. It
is very essential that the Railway should give
due pnority to the provision of quarters parti-
cularly to non-gazetted and other essential staff.

Now that the Government are thinking of social
housing, the Committee would like the Railways
to evolve a suitable scheme to enable the Rail-
way employees to build houses for themselves
before they retire,

The Committee recommend that the extent
arrangement whereunder loans taken from Gen-
eral Revenues to finanoe the expenditure from
Revenue Rescrve Fund; including further loans
for repayment of the principal or interest charges
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thereon are charged at the current borrowing
rate, should continue.

The Committee observe that the Capital-at-
Charge of the Railways 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 been' permitted
to reduce their capital liabilities drastically in
recent years.

The Committee feel that the question whether
over-cupitalisation 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 experis etc. and their recom-
mendations made available to the next Railway
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 1872-73. 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 fluctuations in the budgetary position.
They nevertheless consider that it is necessary
for the Railways 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.

The Commiitee 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.

The Committee note that there are 21 Demands
for Grants in regard to the Railways and that the
structure of the Demands has been perfodically
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 Rail-
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 nced “to cut back on the volume
of data produced by ‘he Indian Railways Sys-
tem.” They had desired that the preparation of
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 activities 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




48

46

47

148

3

7.9.

7.10.

711

greatly subserve the purpoese in view. What
is needed is that meaningful data corelating costs
to restults should be presented in a simple and
lucid manner so 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 inn the Fifth and subsequent Plan
periods. It is necessary that the Railways, as a
premier public 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.

The Committee would like Government to
undertake a comprehensive review of the form
and content of the Railway Budget 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.

The Committee note that the Estimates Commit-
tee have, in their 24th Report (1972-73) pointed
out that the technique 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 Demands for 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 critically 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 Demands for Grants.

The Committee would like the Railways which
are the oldest public undertaking, to intraduce
Performance Budget according to a time bound
programme so that it can act as a model to other
public utilities.

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 ‘reccived’ 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 Railways
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 welcome step taken by the
Railways. The need for compiling data in a form
as to assist the management in controlling day-
to-day operations as well as in taking decisions
has also been recognised.

PP -
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While due credit must be given to the Rajlways
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 “Many Railway-
men are excessively oriented to operating a Rail-
way as opposed to operating a Railway at a
profit.”

The 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 in
accounting classification so as to reorient the
classification to bring in functional break-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.

The Committee regret to noteg 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 Officers are stated
to ‘be “endeavouring to submit purposeful, up-to-
date information a. a means of controlling cur-
rent operations and projections of the probable
future as a guide to planning”.

The Committee consider tha: no effective sys-
tem of modern management accountancy has
been developed on the Railways and that the
operational and financial controls exercised are
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 vast
net-work for over a hundred years, the Railways
should have taken more concrete and purposeful
steps in this direction by combining it in the
system which makes the entire management
philosophy very modern and the techniques up-
to-date. As pointed out bv the World Bank Team,
it is high time for the Railways to reappraise
the system and examine the fundamental ob-
jectives of management so that effective control
systems could be designed to enable the objec-
tives to be fulfilled. It is of the utmost impor-
tance that the Railwavs set up svstematic vlan-
ning and control systems with a view to defining




152

38.

59 ..

L

7.49.

7.50.

7.51.

3

o - —

clearly management objectives and strategies and
plans to achieve these objectives and evolving
norms to monitor performance agiinst the
objectives set. For this purpose, there is need to
introduce an effective system of management
accountancy on the Railways as expeditiously as
possible which would set as a tool of manage-
ment control and provide concurrent and pur-
poseful data at all strategic levels to reach ap-
propriate decisions.

The Committee would like to draw the attention
of the Ministry of Railways to the appointment
of a high level Action Committee by Govern-
ment to exarfiine inter alia the suitability of
systems management and adequacy of adminis-
trative, accounting and technical procedures
followed in public undertakings and to suggest
changes. The Committee consider that the Task
Force recommended edrlier in paragraph 7.10
may also be entrusted with the responsibility of
critically examining the acecounting and adminis-
trative procedures on Railways with a view to
providing management accountancy, 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 super-
visory levels for refresher/training courses con-
ducted by the Institutes of Management in the
country. A regular system of inviting manage-
ment experts for delivering lectures in the Raii-
way Staff College, Baroda and other training
schools of the Zonal Railways would also he of
mutual benefit.

The Commiittee no‘e that at present the Raijl-
ways have a system of internal audit by tne
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Financial Adviser and Chief Accounts Officer on
each Railway. The Committee 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 gnote
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 amd strengthening the
Costing organisation at the Zonal level so that
this work could be done in a more effective and
sustained manner.

The Committee understand that the Railways
have not so far worked out the cost of parcel
trafic 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 Costing Organisation to enable it
to work out detailed costs of each operation on
the Railways with a view to adjust their tariff
rates to the extent possible so as to meet success-
fully the growing competition from Road Ser-
vices.

The Committee regret to note 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 lpsing, 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 services are realistically assessed.

The Commi‘tee observe that in the matter of
taking over stores accounting and stores (re-
coupment and reorder) 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 iesthing
troubles. Whereas it was initially hoped (July
19688) 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 June, 1974¢. The Committee would
like the Ministry of Railways to keep a close
watch on the implementation of the programme
with a view to ensure that there are no further
delays in this regard.

The Committee note that economies of scale
would be possible with the installation of third
generation computers which are stfll to be deve-
loped in the country. They also note that the
procurement of these computers is to be cleared
by the Electronics Commission and that the final
decision of Government in the matter is stiM
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awaited. The Committee would like the Gov-
ermment 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 in‘roduce 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 purchasing
of stores and spares with a view to reducing the
same particularly when indigenous supplies 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 systems and pro-
cedures so as to streamline them. The Commit-
tee would like the Railways to make a specific
mention in their Budget documents about the
measures taken to rationalise the inventory
holdings and economies achieved.
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The Committee appreciate the steps taken by the
Railways to emsure that the staff who may have
to be replaced on account of computerisation are

not put to hardship and even their promotion
prospects are nc’: affected. The Committee
would like the Mianistry to further explore what
other areas of Railway operation could be moni-
tored with the aid of computers so that maxi-
mum advantage is derived from these sophisti-
cated systems. b
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