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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authoris-
ed by the Committee do present on their behalf this Seventy-
Seventh Report of the Committee (Fifth Lok Sabha) on para-
graphs relating to Financial Results and Earnings of the Railways 
included in the Report of the Comptroller and 'Auditor General of 
India for the year 1970-71 Union Government (Railways). 

2. The Report of the Comptroller and Auditor General of India' 
for the year 1970-71-Union Government (Railways) was laid on 
the Table' on the 21st March, 1972. The Committee examined the-
paragraphs relating to Financial Results included in the Report of 
the Comptroller and Audtior General of India for the year 1970-71 
on the 18th September, 1972. Written information in regard to other-
paragraphs was obtained from the Ministry of Railways (Railway 
Board). .i. 

3. The Committee considered and finalised this Report at their 
sitting held on the 2nd March, 1973. Minutes of the sittings of the 
Committee trom part II· of the Report. 

4. A statement showing the summary of the main conclusions I 
recommendations of the Committee is appended to the Report (Ap-
pendix II). For facility of reference these have been printed in 
thick type in the body of the Report. 1 

5. The (»mmittee place on record their appreciation of the as-
sistance rendered to them in the ~xlUllination of the various para-
graphs by the Comptroller and Auditor General of India. 

6. The Committee would also like to express their thanks to the 
Chairman and officers of the Railway Board for the cooperation ex-
tended by them in giving information to the Committee. 

NEW DELHI, 
March 2, 1973. 
Phalgun:a-11, 1894 (sakii'):-

ERA SEZHIYAN, 
Chairman, 

Public Accounts Committee-. 

-Not printed. (one cyc10styled copy laid on the Table ot the House and 
five copies placed In Parliament Liabrary. 
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FINANCIAL RESULTS .. ,' 
Audit PtJrGf11'II.pft 

1.1. (a) For the fifth year in succession the working of the 
Railways resulted in a deficit in 1970-71. Against a surplus of 
Rs. 9.38. crores anticip'ted in the Budget Estimates, the year ended 
with!l deficit of Rs. 19:84 crores. The cumulative deficit upto the 
-end of 1970-71 amountS to Rs. 87.33 crores. As in the previous year 
the Railways had to obtain a loan from General Revenues, of an 
amount of Rs. 24.92 crores to meet their dividend liability in full. , - ' 

1.2. The balances in the Revenue Reserve Fund an'd Develop-
ment Fund stood at Rs. 4.24 crores and Rs. 1.34 crores respectively 
,at the end of 19'ro-71. This year also the Railways borrowed an 
amount of Rs. 21.58 crores for meeting expellditure of develop-
:mental nature. The total amount of loans Qwed by Railways to the 
'General Revenues is Rs. 95.85 crores., In addition, the Railways owe 
.an amount of Rs. 63.32 crores on acc;ount of Deterred Dividend on 
:New Lines which is in the nature of a contingent liability. 

1.3. As the Revenue Reserve Fund intended to meet the deficits 
oduring the lean years was. practically exhausted by the end of 1968-
'69, a loan from General Revenue. had to be ob~ to. meet the. 
deficit from 1969-70 onward •.• , 'J)le balance of. a.. 2~l,'crores and 
1ls. 4.24 -crora ~xhibi.ted in the '8CCQunb against, Revenue, a.rve 
Fund at the end of 1969-70 and 1970-71 respeeti~ are mainly 
attributable to the fact that the loans obtained from . General 
'Revenues in both these years proved to be some what excessive as 
the final figures of deficit were lower than the estimates of deficit on 
the basis of which the loan amounts were determined. The Railways 
have obtained fu 1970·71 a 'loan of about'Rs. 24.92 crores against a 
deftcit in this year of Rs. 19.84 crores orily in order to also repay the 
first instalment of the loan of Rs. 8.86 crores taken from the General 
Revenues in the previous year (1969-70) which became due. 

1.4. Because of the continuing deficits, the Railways have made 
'Qo contribution to the Development Fund from 1966-67 onwards and 



2 

bave been meeting the expenditure to be incurred from the Deve-
lopment Fund from 1961-88 onwards by obtaining 108J\l from 
General Revenues. The amounts of loan obtained from General 
Revenues for thil purpose in 1970-71 amounting to RI. 21.58 crores 
including the amount of about Rs. 2.5 crores amrelating to the 
interest which fell due on the .lGllll .. obtained in the earliest years. 
As in the case of Revenue Reserve Fund, this Fund has also been 
exhibiting some closingbala~ d\1e ,to the fact that the loans to the-
Fund from the General Revenues taken on the basis of estimates of 
expenditure from the Fund proved somewhat excessive OWing to 
the final figures of expenditure being lower. 

1.5. It may be. observed that while ,presenting the Budget it was: 
st~ted tb8t th~, Fourth Pl~ of the Railways had. been approv~1 on, 
the understanding that of the total proposed investment of Rs. 1525-
crores on Railw.ays during the Fourth Plan period Rs. 940 crares. 
would be foupd by the Railways themselves (Rs. 525 crores from 
Railways', contribution to Depreciation Reserve Fund during the plan 
period, Rs. 265 crores from the anticipated surpluses at the existing 
freight rates and fares, interest on balances etc. arid Rs. 150 crores 
to be raised by increases in fares and freight rates during the plan 
period) and only the balance of Rs. 585 crores would have to be met 
from General Resources. The working results of the first two years' 
of the Feur:;th Plan, however, show tha:t the R~ilwayshad. .to draw 
upon the General Revenues for investments other than ~ those debited' 
to· Capital 'and ·Depreciation Reserve, Fund due to the recurrent 
deficits. . . 

1.6; As rega~ds .the. pOlitlonof other re~rves, th~ balances of the". 
Depreciation R~~m: Fund w~e RI.,'7'7.78 crores at the end of 1966- , 
67' and. RI. 144;47:crores afthe end of 1970-71. The Pension Fund had 
a balal'ice of Rs. 44.09 crONS at the end of 1_81 and Jls. 92.86crores-
at. the end. of 18~71. ., . '., ., ':. . . I 

• ": - .. ~I .• 

1.7. '(b), ~ deficit .in .the w~r~ng ,of R~lwaY~<iuring, 1970-71' 
oe~urf:e4,~u~ .. to, an"jn~e~ wi\h;re~ere~~ to the ,B~ .. ~ ~u;a,a~, 
ofRs. 2l26.crQl'es in the R~venue in E¥penpitw:e ,nd shortfall in the' 

-----------------.---------------------------------
·NOTE.-Thi. figure hal.ince been revised to Rs. 1275 <:rores including Rs. 52S CICIC5' 

from Railways' Contribution to Depreciaticn Rescn'c Fund. . . 
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Gross R,~~!ip~, (Rs,,2~~ cr~r~) wbic~ were partly off-aet by reduc-
tion in ~ ~~~tq ~~~al R.e.v~~, ~~2.S2 e1'orea), 

Particulan 

I, GrOll Receiptl , 

DedU&t-

2. (a) RevCJI,UC B,,~nditure. . 
(b) PoIym:ntl to tlmeral Revenue. 

3. S!1rptu9/Deficit 

(I~ crora of Rupcca> 

Bu4pt Actual Variation 

832'96 862'22 (--1-)29,26 
167'10 164',8 (-):'52-

(+ )9·38 (-)19" 84 (-)29' 22. 

Tile paym=ntlto GeIlerat Revenues w¥ made up of~ , 

I, 1I'Iter:!t OftOl1l Clpiral at the average bOrrowing rate of the Central Gov-
ern!ll:nt appli~le to, ~~ ,Undc;rtlkin,., 1138' 22' 

2. PoIym:nt in lieu of Pas.enger fare and .. sistanee to State fOT fln.r.cir.g 
safety works . . . . . . . . . . . 18' 4Z 

3. Balance which is treated a. contrib\1licn 7' 94 

,----------~~-----------------.--.. --------
The bulk of the increase in Revenue Expenditure occurred under 

Staff (Rs, 18;0 crores),' and Repairs and' Maintenance (Rs. 15.8 
crores) c.f., para 'Sbelow." 

" .• ., • 
[Paragraph I of the Report of Comptroller' IE Auditor' General for' 

the year 1970-71 on ~i1waysl. 
I. Financial Jlesults 

I.B. It is $een tha~ the. ftnaricla~ results of the ~orki~g of the' 
Railways for ,the y~aJ:" 1970~,7,1 showed ~ deftcit ot Rs. Ig,84 crores· 
against a surplus df Rs.9.38, crores anticipated in the Budget. Ex-
plaining the reasonS' for the deftcit, the Financial C9mmissioner for 
Rail~ys stat~d dur,jng evidence:, 'We did not anticipate the Pay 
Commission's recqmmen~a.tions to give interim relief amounting to· 
Rs. 36 crores a year in September, 1970 and ,that alone cost the 
Railways an expenditure of Rs. 36 crores. Then there were increases 
in travelling allowance and daily allowance sanctioned by Govern-, 
ment for all Government servants as a class from 1st January, 1971. 
This could also be not anticipated and it meant an additional 
expenditure of Rs. 1.25 crores this year and Rs. 13 crores in I1l full 
year. Now there was an expenditure of Rs. 1.50 crores on repairing 
flOod damages and some Rs. 1 crore on account of arbitration awards: 
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w~~cb cOq1d .~~t.'. ~,~ti~ipa~ed: .. 'l.':?en t~ere ~~e. ~cr~~-:I!!,j:~ ~he 
price of 8t~J' of. c,~ ~d C?f ,~e~ .oth~r .s~ores . .'~yhicl(c~e· to. 
·about Rs. 5' crorei. ~ :Iill 'th~se' inCreaSed the e:icperialture6y Rs. 44.75 
cror~. l~ut tb,li! ~re certain savjnD also such as savings in fuel 
etc. As a r~)t, the, exp.enditure as a whole increased byRs. 29.26 
crores. That'" is why' hie surplus of Rs. 9.38 crores was converted 
into a deficit of Rs. 19.84 crores;" 

. "'~ '. .... 
1.9. As regards the position relating to the year 1971::72, the 

witness added: "The Budget Estimates had anticipated a deficit of 
about Rs. 6.87 crores. " It has been turned into a surplus of'Rs. 17.75 
crores i.e. an improvement of about RI. 24-112 crores. For, this we 
have to be grateful to the Railway Convention Committee"who have 
reduced the dividend liability of RaUways; Additional 'interim 
relief given in the middle of the year 1971-72 again worked out to 
about Rs. 7 crores. There was extra expenditure on account of the 
emergency and loss of earnings. All thia we took in our strides. 
Our receipts improved by about Rs. 3 to 4 crores and the Railway 
Convention Committee gave us a relief of about Rs. 21.53 crores." 

1.10. Asked whether the relief given by the Railway Convention 
Committee will be operative retrospectively, the Financial Commis-
sioner for Railways stated: !'I cannot anticipate the decision of the 
Railway Convention Committee. . Our expectation is that they will 
give similar relief for 1969-70 and 1970 .. 71. We have planned and 
agreed with the Ministry of Finance that relief which we may get 
for 1969-70 and 1970-71 should be utilised to reduce our indebtedness. 
The first charge on this relief will be the liquidation of the indebted-
ness to general rev~ues." 

1.11. The Committee were informed that Railways had taken 
loans from the General Revenues to 'the extent of Rs. 30.83 crores 
for the ·Reven\le Reserve Fund·.and another Rs. 65.03 crores for the 
Development F1.md by the end of ~ year 1870-71. AllIed as to the 
plans for repayment of these loans', .the Financial Commissioner for 
Railways stated: "We are doing eve~ything within our capacity. 
Revenue Reserve ~und, we pay back every year ll3rd of the loan 
which we took. . Development Fund is a capital fund and they 
have not laid down any condition therefor. We will. repay as soon 
as we have a surplus," . 

1.12. In reply to a question the witness added: "The pllijl was to 
repay as soon as we get a surplus .. One view was that it should be 
trellted as capital and it. has been expressed so in ~~vera). newspaper 
articJes. We do want to repay. As I see, at the end of 1972-73 we 
will have a total indebtedness of Rs. 98 crores as per our budget. The 

I 
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ne.waPMM!r~,a.te already~g pf another interimreli~f by the Pay 
Comm~_n. It c~e iri"yeste~day.s newapapfr. When 'we get relief 
from.the' COlW~tlt)n Committee 'for 19'7();'71 and :1989-70; W. Wfll·t;e 
able ~~ ~,:¥s::~crqree to. ~~ral revenues. If tbil1gs~al. as 
they: are, we will be able to have surplus in 1972-73, 19'13-'H. '. 

- I ,I-

1.13, For the ftfth year in succession the wottdng of the Railways 
resultedia a de&dt .m 19'10-71. TIle cumulative de4eit upto the end 
of J:.78-71 a .. ounted to a.. 87.33eror.es. Ravine· exhausted the 
Revenue .el.,ve FDd, the RaIlways had 'to obtain a loan of Bs. 24,92 
erores to meet their dividend liability in full, Further, there being 
no surplus for appropriation to the Development Fund, loans aggre-
gatiag Re. ts.85 erores had to be obtained for meeting expenditure 
of developmental nature. Thus 'the Railways have to pay back to 
Ge&era) Rev_ues Rs. 120.77 erores. In addition they owe an amount 
of Rs, 63,32 erores on aecount of Deferred DivideDd on new lines 
which is in the nature of a contingent liability. It is indeed a dUB-
cult task for the Railways to extricate 'them,.,),.., frOID this Denvia-
ble position. The Committee have been stressing the nNdto eco-
nomise the working expeDIeS and to aurment revelluel. After the 
Railway ConYeDtion Committee finally. report on the diYldead pay-
able by the Railways, the .,.ition ·shoald be assessed and suitable 
measures taken to meet the &eeumulatAtd liabilities and to build up 
the .Revenue Reserve FDd and Development Fund which have been 
Virtually exhausted. 

II. pension Fund 

1,1 •. The table below gives details of the contribution to the 
Pension Fund and withdrawals from that Fund from year to year: 

Year 

1965",6' " 
1966-67 
1967-68 
1968-69 
1969-70 . 
1970-71 
1971-72. 

. ,Open.. Appl'Gpda- With-
BalaDce DODI to draWall 

tbePund 

13'82 
25'17 
44'09 
52'37 
67'90 
80'02 
92'86 

12'50 
14'00 
10'30 
10'30 
10'30 
15'50 
12'00 

2'SS 
3'77 
5'34 
6'~"7 
"'69 
8'65 

10'40 

1.15. From the above it is seen that the withdrawals from the Fund 
have been steadily increasing but the contributions have varied from 
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year 10 y .. r. DJIrin. the .. y~arl.l~~~.to 1989-10 the a~rru.l contri-
buUP_ ,~i~, ... , :~ level of 10.30ct:Qrel and agalnin 1.'1-"r2 it. 
was brouPt. dOMa "to 12, ,C;t;O~. : . ~laini1li _ the re8IQJlI fqr' these-
variations 11).: u.~ umU~i cOnti:ib~tions. to the, Fund •. the tinancial 
Commissioner for Railways stated: 

"Wh,t happened was that ·in 198'7 ... 68 and 1~8t. -purely_rt 
term solution was thought of as t~ resources were in • bad way. 
They said that when the Railways were' 1n a better :~, they" 
should makt! a better contribution. In 1970-71 when I became res-· 
ponsible for the Railway finances, I convinced the Minister that we 
should make up the shortiall and should provide as. 15.5 crores. This 
was accepted by the then Minister of Railways. Next year again 
we had provided an equal amount but at the tim.~ of rev-lied e8ti-· 
mates I was overruled. So, partly to make up for the cut in 1971-72; 
revised estimR'tes we provided 16.61 crores in 1972-73 budget. But 
I may submii that according to the actuarial calculations the contri-· 
bution bom 1964-65 to 1972-73 should have been Rs. 118.85 crores 
Now with· the contributions made so far including the contributiofl 
for 1972~73, the total comes to Rs. 113.50 crores-ashortfall of Rs. 5.0 
crotes only. B~ause what has happened is that the Actuary made-
the calculations and processed the data made available to him in 1964. 
Since thera penSion rates haft increased because a part of D.A. 
(Dearness Allowances) has been merged with pay and now counts: 
for pension. Moreover, exisUng pension amounts have also increas-
ed. So we have now arranged with the Controller of Insurance that 
they. should .make an actuarial study. and they have been collecting' 
dat!l'" 

1.16. Th~ Committee enquired whether instead of waiting for 5 
or 6 years for the actuarial ~luation was it not possible to aSsess' 
the annual contribution on the basis of continuous studies studies of 
mortality rates etc. In this connection the Financial Commissioner' 
for Railways stated: "It is not the mortality rate that will make much 
difference in the pension amount. To meet your point .... instead of 5 
or 6 years, we. could perhaps make studies every two or ~hree years: 
on thi .... 

1·17. The Committee were informed that as on 31st March, 1971; 
6,01,778 Railway employees out of a total number of 13,73,000 em-
ployees were covered by the Pension Scheme. As regards the steps 
taken by the Ministry to maximise the number of persons coming' 
under the Pension Scheme, the Railwav Board have in a written' 
note stated: . 
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"Tbe Pension Scheme was introduced on Railways, as a social 
.ecurity measure. for the first time on 16th November, Its7. The 
Railway servants who were in service on 1st April, 195'7 or had joined 
Bailway .service between that date and 16th NO\1ember, 1957 and 
were governed by the Contributory Provident Fund system were 
given an option either to come over to the Pension Scheme or to 
retain the existing retirement benefits under Contributory Provident 
FundRu.1es. All Railway servants who joined service on or after 
16th November, 1957 are governed compulsorily by the Pension 
Scheme. 

The intention was that while the future en.trants will be govern· 
ed compulsorib- .by the Pension Scheme, the Railway servants in 
service at the tiJl)eof the introduction of the Pension Scheme should 
be given an· option to choose between r.etirement beneflts under the 
new . PenSion· Scheme or under the Contributory Provident Fund 
system which· was already applicable to them. At the time of the 
introduction of the Pension SOheme on Railways the Railways Ad-
ministi'ations were advised to bring to the. notice· of the rtta1f the pros 
and cons of the option for pension or provident fund to enable the 
staff to see objectively the relative merits and demerits of the, two 
systems before exercising. the option. To facilitate the prompt cir-
culation of the orders regarding the introduction of the Pension 
Scheme. the Railways were instructed to publish the eonte1lta ·Qf these 
letters along with Annexures in their Gazettes in an extraordinary 
iss.ue not oJ¥y in English but also in all regional languages. 

Since the initial introduction of Pension Scheme on Railways in 
1957, optipns .for pension have been allowed'7 times (vide foot note 
below) to the Rallway servants governed by the Contributory :pro-
vident Fund system. The latest such option. which has been allowed 
on 15th July, 1972 and was current upto 21st October, 1972. These 
options were allowed either as a result of liberalisation in the Pen-
sion Rules or on the persistent demand from the organised labour. 
As and when options have been allowed. wide publicity has been 
given to the orders in this connection by way of prompt publication 
in Railways' Gazettes in an extraordinary issue {in English, 
Hindi and in regional language) to enable maximulll number 
~f nO:l-pe~ionable Railway serv~nts to utilise the opportunity to 
·~pt for PenSion Scheme." 

1.18. The Committee note that the contribution to the 'Pension 
Pun"'of· ~"BI .. tb'.Y.·iiholinte4· to ·RS. 113.50 e.roresupto 1972-73 
although the requirement as per the actuarial calculations was 
Rs. 118·U croresoai the basis of theclata made I:vailable in 1164. 
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Since 1'", v~ developments had ''tIIb'ii''plaee whim 'had the 
efleet of e~cinl the pension liability, A 'fresh aiadu8rlalstudy 
is stated to he .. procress. In oreler to avoid' marDcl ftuctuations in 
tJU, aw,propriat,ions to the FUnd, the Committee would mlPSt that 
~uch studies should be undertaken at more frequent intervah in 
future. . I' ", .jIA" • 

1.J~. "'e pension scheme was introduced Gn RaHways as a social 
security measllre on 18th November, 1957," All Railway aerv_ts who 
joined service on or after the't date are governed compulsorily by 
the pensiGn scheme, Others were liven an option upto :Illst October. 
19'12 eit_r to retain the retirement beneftts under the Contributory 
Provid •• t FuIld sy.em or to',come over tG the pension scheme, Out 
of the 13,73 lakh employees as on, 318t March, It71, oaly 6.02 lakhs. 
were covered .". the pensiof scheme. As the peuioa scheme ofters 
better security to the employees and their f...uiea, the ConlmiUee 
desire that tile date of optiOll' .... ,. be furiher e~teDW and tbat the 
scheme may be explaioed to the Railway staft ... greater detail so 
a. to eemu.ee them ef the 80eial beaefits available under the liberal. 
Ued P"'oa Sdaeme. 

1.20. The total Revenue receipts of the Ra!1ways tn the year 
(1970-71) unde.r report reached a figure of R.I, 1006.96 crores (i.I!. 
Rs. 55·3'7 crores mo~ t~an, the receipts in the previoul year, but 
Rs, 2.48 crores le81 than the Budget anticipation), The details are-
shown below: 

(Amount in crore. of rupees) 

PardcuJan Actual, Bud,ct Actual. "ariat:e" 
1969-70 1970-7' J970-71 

PaueDJft earniDp 378'86 293'50 295"49 -l I·S9 
Odu!r coachiDt eamiDp 48"07 5J'75 62'11 + 10" 36 
Good. eamiDp 594'28 631'00 618'23 -13";71 
Miscellaneous and Sundry earn-
inl_i~c:ludml,u.pen.e . 30 '38 32"19 31'IJ -1'06 

II . -T!>tIl1-"Receipu 951'59 liOOt'44 J,ti06'96 -1,'48 

--
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" 1.21. -It was antkipated in the Budget that there would be increase 
in traffic to the extent of 3 per cent in the case of passengers, 2 per 
cent in the case of other coaching traffic and 7.6 million tonnes ot 
revenue. earning goods ,tr.affic (i.e. a total of 183.9 million tonnes of 
originating revenue earning traffic during 197()"71) and that even at 
the "existing 'freight and fares an additional revenue of about Rs. 32.5 
crore! over the earnings of 1969-70 would be realised on t!1is account. 
In addition, the rationalisation of freight rates, increase in passenger 
fares and adjustments in parcel rates and luggage rates included in 
the Budge.t proposals were expected to yield an additional revenue-
of Its. 26 crores (Rs. 22 crores under goOds; Rs. 2.25 crores under pas-
sengEll'; and,RE;. 1.75 crores. Wlder...the ~ther coaching earnings). 
Ag~,iiy;t the. aggr~gate i!1CT,ea~ o.f l;ts: 58.5 crores thus expected in the 
earnings, the actual increase was Rs. 54.62 crores. It will also be 
observed that the other coaching earnings which comprise mainly 

'of earnings from parcels and luggage traffic has recorded a steep 
increase of about Rs. 14.04 crores, i.e. over 25 per cent over the earn-
ings of 1969-70. " 

1-22. When presenting the Budget Estimates of the subsequent 
year(1971-1~) in F..,bruary, 1971, it was explained that the drop 
during 1970-71 wasmaiDlyin the traftic from steel plants, coal for 
general purposes and in other goods. 

1.23. 'the ~9lU~~ of ~ ~e during .19.'1()o.71 was XU mil-
, lion n~m~r of originating pPiengers and 118,120 millions ,passenger 
kilometres. 'The. in~ in: puseilger tratJIe oVer that in 1969-700 
was 4.9~'~ ~t (P88lleftpr origfita~g) and 4.2'p!r ceilt (Passenger 
kilometres);' 'The iDe~ t,t 'traftlc d,*"fng 1"70' ,eompued to. 
1988-69 ~ however, 5.' Ptl' ~t and 8.0 per cen1 respectively. 

[Paragraph 2 of the Report of the C. & A.G. on Railways for the-
year 1970-71.1 

I. VariGtiona between B~ EBtimat., cmd Aetuala. 

1.24: 'The table below gives the "details of anti~~ ,(origia.al 
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:and reviled) and actual revenue receipts of the Railway. for the year 
1970-71: 

----_. 
Budaet 1970-71 Variattons in Actuals 

,over 
Revised Actual. 
Estimlte Budpt : Revised 

,Bltimltes Bs'imltes ---_.- -_. __ ._._------
Revenue (RI. in Ilths) 

'P~ls:3a:r .... Up~ 35,00 33,96 35,71 + 71 + 1,75 
-Third. :158,50 :166,34 :159,78 + 1,28 - 6,56 

:193,50 300,30 295>49 -t- 1.99 - 4181 --
'Other coachilll 5I,7S 58,00 62,11 + 10,36 + 4,11 
Goods 632,00 612,50 618,23 - 13,77 + 5,73 
'Sundry 3·$.50 36,00 33>40 1,10 - 2,60 
-Suspense -1.,75 -2,80 -2,54 + 21 + 26 

'T "tal-Traffic 1009,00 1004,00 1006,6, 2,31 + 1.,69 
Misc. 44 22 27 17 5 

'Totll-Revenue 1~,44 ,,1004,22, 1060,96 :~,48 ..1. 2.74 ----
1.25. It is seen from the above that the Paae'nger earnings in 

1970-71 'were Rs.' 1.99 crorei' more than the' ~udget' Estimates and 
Rs. 4.81 crores less than the reViSed estilriates, tlie other coachi1lg 
earnings were Rs. 10.36 crores more than the Budget and Rs. 4.11 
·crores more than the Revised Estimates. Further, the other coaching 
-earnings which compr~ mainly of eanWliS fFO~ parcels and luggage 
traffic' have reco:rded •• steep, incre.' . .¢abo~t ,is. 14.04 crores over 
the e.arriingsof 1969-70" which were.ot th~ order· of Be. 48.07 crores. 
The 'i~crease in 197(h71 as compared. to 1"~70 ,is over ~ .. per cent. 
The Actuals ip,~970r71 W~re Rs.62~lf crores agabistRs.:51,:1!~ crores 
antiCipat,d" in ihe !3udget' l!;s~ateS, ancl ~., 5e.OO crore.,~tlcipat8d 
in the Revised Estimates of 1970-71. The goods earnblg8 were 
"Rs. 13.77 crores less than the budget, but Rs. 5.7 crores more than 
the Revised Estimates. 

1.26. Ail 'regards the reasons for the phenomenal increase of 
Rs. 14.04 crores in 1970-71 under other coaching earnings and why it 
could not be an~icipated, the. Railway B~ard have ~n a note stated: 

"The other coaching earnings in 1970-71 was Rs· 62.11 crores as 
against I'll. 48.07 crores for 1969-70, representing an increase of 

:]ta. i4:.Oi Cl'6re1. 
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The aforesaid increase was chiefly under (a) postal traffic (Rs. 5.41 
-erores) and (b) parcelis and other miscellaneous traffic (Rs. 6.65 
-erores). The former was due to revision of rates for the haulage 
'of postal vans and mails with retrospective effect from 1st April, 
1966 and adjusted during 1970-71 and the latter was due to increase 
in rate as well as in the volume of traffic such as parcels, lugguage 
etc. ,t', 

In this context, it may-,be explained that during the past several 
· years, the level of earnings under this stream of traffic did not go up 
by a sudden upsurge as would be evident from the follOWing figures: 

Crores 

1965-66 Actuals 39·40 
'1966-67 Actuals 39·02 
'1967-68 Actual. 39·46 
1:968-69 4S· 0 S (including 2.84 crores due to 

increase in rates) 
'(969-70 Actuals 48·07 
I~P·7' B:.lJget Estimates 'S'·7S (in,cluding ~.7S crores due to 

lDCrease lD rates) 
1970-7' Revised Estimates 58•00 
1970-71 Actuals 62·n 

It is on the basis of these past trends that the Budget Estimates 
'for 1970-71 w~e framed (Rs. 51.25 crores),'" 

1.27. Giving reasons for the variations in 1!be Budget and Revised 
Estimates vis-a-vis the actuals of goods earrrings in 1970-71 the Rail-
way Board have stated: 

"At the time of finalising the revised estimates for 1970-71 which 
· were presented on the 23rd MarCh, 1971. the preliminary figures of 
; actual earnings as well as the advance figures of tonnage originating 
were available only upto January, 1971. The latter figures indicated 
an average of 13.8 million tonnes per month. 'The average tonnage 
'Griginating in the subsequent two months came to about 14.5 million 
"tonnes re}?resenting a 5.1 per cent increase over the average of the 
previous 10 months. The increased movements in February and 

· March, 1971 were under Cement, Fertilisers and Iron ore for export, 
· the percentage increase of these three items of traffic during the last 
.. two months of the year over the average for the previous ten months 
being as follows: 

Cement 
Fertilisers 
Iron ore for export 

',a'13 L.S.-2. 

12.2 per cent 
23.8 per cent 

4.4 per cent 
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Wide fluctuations in the movement of these commodities edUlcf 

J;l,ot be reasonably anticipated. It may also be pointed out that the, 
eKcess of Rs. 5.73 crores in actual earnings compared to the revisedl 

estimates of Rs. 612.50 crores constitutes less than one per cent wrla-' 
tion which cannot be considered abnormal in a budget of this magnf-
tude." 

1.28. During the year It7D-71 the total revenue receipts of RaU-
ways werefts. 1_.96 crores apinst the Duipt Estimate of 
Ra. 10Q1U4 erores representiDg' a variation of O.U per eeat. Sip .. 
Beant variations between Budget Estimates and actuals have how-
ever, occured in respect of 'goods eamings' and 'other coaching earn-
ings'. The shol"tfallln gooch earnings was to the extent of as. 832.00 
erores, The Committee have already drawn attention to the penis-
tent tendency to over estimate goods traffic in their 45th Report 
(Fifth Lok Sabha). The variation was as much n 20 per cent under 
'other coaching earnings' between the estimate of Bs. 51.75 crores 
and the Jlctuals of as· 62.11 crores and the explanation given for It 
is not convincing. Such wide variations do not speak well of the 
system of estimation adop'ted by the Railways. The Committee de-
sire that there should be a better study of the trends of movem.onts 
of traffic to get closer to the realitie& in estimating revenue. The", 
would like to know the steps taken in this regard. 

II. Impact of Tevi.sion of frei.ght Tates and fares. 

. 1.29., The budget proposals for 1970-71 contained cert~in propo~als 
for rationalisation of fares and freight rates, These proposals were 
expected to yield an additional revenues of Rs. 26 crores' during the 
year 1970-71- The Committee desired to know the increase in earn .. 
Ings'(3tiring 1970-71 on account of:-

(i) Revision of upper class fares; 

(ii)Revision of freight structure including classification; 
(iii) 'Revision of parcel rates. 

1·30. In a note the Railway Board hav~ s-tated: 

"No statistics are maintained regarding increase in earnings due-
to revision of fares and f~'eight rates. Data of only the 'actual earn-
ings from, different classes of passengers and of actual earninas from. 
the carrt~8e of different commodities are statistically available. The 
fea&bfltty 'of ascertaining the results due ·to 'l'evisionof fares and 
frelght rates by a suitable statistical method is under active b~ 
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aeration of the Railway Board. However, on a·rough estimate made 
on statistical basis, the position is as fo11ow8:-

. (i) Increa'se in earnings due to 
revision of Upper Class Fares 

(D) Increase due to revision of 
freight structure includIng 
classiftcation 

(im Increase in earnings due to 
revision of parcel rates 

\ 

4.25 crores 

22.54 crares 

4.00 crores 

1.31. During evidence the Committee were informed that no sepa-
rate statistics were compiled to assess the impact of changes made in 
tile fares and freight rates but ftgures of the increases in revenue as 
a result of budget proposals were worked out. The Financial Com-
missioner for Railways stated: "We do not keep the statistics on 
account of increases in fares separately. Supposing there is a ftrst 
dass ticket issued from Bombay to Delhi and the fare is Rs. 130/-. 
It is increased to Rs. 135/-. We cannot keep a separate account of 
the increase by Rs· 5/- per ticke.t. It will be merged in the total 
earnings when Rs. 135/- is included." "Every year we feed all these 
ligures into the computer-number of air-condition tickets, I Class 
tickets and the number of kilometers they travelled. We then total 
the actual earnings. . .. Then we work out the average earning per 
passenger kilometer." , 

1.32. On being asked whether with these statistics it will be pos-
sible, for the Railways to find out the real impact of changes in the 
fare and freight structure, the Financial ~mmissiolJer for Railways 
stated: "It is a reasonably accurate method .... If we have to maintain 
statlstics of increased fare for each ticket, it means more staff and 
more expenditure." 

t.33. The Committee pointed out that in order to justify any hi-
erease in the fares and freight rates there should be a sclentiftc study 
of the impact of enhanced fares and freight rates on the passenger 
and goods traffic respectively. Only that would show how far the 
traffic can bear the increased cost of ttansport. ,In this cGnlleation 
the Financial Commissioner for Railways promised that they will 
·take further steps in this direction. He also infonned -the . Commit-
.. that tbe COlt study of the various passenger services had not yet 
en .completed and that n~888ry data.were being'collected. 
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1.34. In a note on the subject submitted to the Committee, ,the 
Railway Board have stated: 

"The first phase of costing of coaching traffic relating to the eva-
luation and sttmdardisation of proforma for coaching costing, build-
ing up of the 'relevant data of performance and split-up of expendi-
ture on coaching services between passenger and other coaching 
traffic is under progress and is expected to be completed early next 
year after which the second phase of working out the unit costs for 
ma,ll and express and other passenger trains will be taken up." 

1.35. The revision of fares and freight rates effected from lst 
April, 1970 was expeclted to fetch additional revenue of as. 26 crores 
durin, 1.970-71. There is no scientific system on the Railways to 
evaluate the impact of the budgetary measures. Such a study is, iD 
the opinion of the Committee, essential to know how far the traffic 
would bear 'the increased cost of transport. An efficient system of 
traffic costing needs to be built up early to enable this being done. 
Under 'the existing arrangement Budget proposals can only be ad hoc 
and it will be difficult to forecast the additional yield with any degree 
of accuracy. In fact a rough estimate shows the' increase in earnings 
durQlc.1970-71 due to revision of fa'l'es and flleights to be Rs. 30.«5 
crores against the estimate of Rs. 26 crores. Thus the variation WIU' 

M high as 17.1 per cent. The Committee hope that steps will be 
taken to, have a realistic assessment of the impact of revision of fares 
and freight so that the public may not unintentionally be called up. 
to pay more than what is necessary and what is justified. 

III. Decline in suburban passenger traffic. 

1.36. In terms of volume of traffic, the passenger traffic handled 
dUring 1970-71 vis-a-vis 1969-70 were as follows: 

,-----------------
1969-70 1970-71 Percentage increaecl 
------- to 1969-70 

(Millions) 
Antici-
pated 

Actual. 

------------------------------------------------------
P.'aenaer originating 

PasaenFR kilometres 

2338'4S 2431'14 

1133'82 1181'20 

1.37. In this connection the Audit have atated: 

3 

4'00 

4-18 

"The rate of increase of passenger Kms. over previous year 
during 1970-71 which is roughly about 4 per cent, is how-
ever, less than the rate during 1969-7.0 vi.1:. 6 per cent, The 
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average annual rate of growth of number of originatiDR 
passenger traffic has been of the order of 5 per cent in 
the Second Plan and 6 per cent during the Third Plan. 
The growth rate since the end of Third PIan works to 
annual average of 3.4 per cent in numbers." 

1.38. Asked about the reasons for the fall in the rate of growth 
of passenger traffic in the recent years as compared to Third Plan 
period. the Financial Commissioner for Railways stated: "We would 
have been satisfied with a larger increase. We have to consider what 
happened in 1969-70 and earlier years. In 1968-69, there was a fall. 
We introduced in June, 1969 an ordinance increasing sharply the 
penalty for ticketless travellers. There was a spurt immediately 
In the number of passengers and also in the penalties levied and tlie 
Dumber of tickets ,sold at the counter. The increase was 4.6 per cent. 
In 1969-70· In 1968-69 there was a fall of 2 per cent. Taking the 
two years together, It comes to 1.~ per year. Against that this 
t per cent Increase in 1970-71 Is not bad." 

1.39. Subsequently in a written note. the Railway Board have 
stated: ' 

"The average annual additions In passenger traftlc measured 
in terms of passengers originating and passenger kf1o.. 
metrage during the Third Plan period and the period 
subaquent to it (upto and including 1971-72) have been 
examined. Thia has been done separately for suburban 
and non-suburban categories of passengers. The growth 
in traftlc bas been worked out taking 1969-71 as the base 
year. The results are presented in ..... . 

Ann~l average additions and the rates of growth of pas,en.ger tra.fJfc· 
-----------

Third Plan Period 
(5 yeare~ 

Deeerfptfon 
Suburban NOD- Total 

suburban 

r :2 3 4 

¥II ....... Odai-
Datina; 

(a) AnnulI., ,.~ , 
addltion '{ in 
mll1lam)-4 -, • (+)68':zr; (+')19'49 (4.>97'70 

-(b) Annual . rierare 
., ''gniwlh i (I in, ' 

percentage) • t' ( ",)9' 97 

POIt-Third Plan -, pa:iod 
(6 yean) 

Subu~ban NOD- Total 
euburban 

5 6 7 

----'-=------- -
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3 4 6 7 
-_._-,---
(c) Percentqe of 

traffic to total 
traffic 46' 60 53'40 100'00 49'69 100'00 

Panenserkilometrage: 

(I) Annual average 
, addition (in 
millions) , (I )J083 (+ )3643 (J- )3725 (1-)UB3 ( +)36" (+ )4840 

(b)AnQual av~ 
IJ'Owth (In 
percentile) (+)9' 16 (+)4'01 (-j. )4' 80 (+)10'01 (-I--) S'SS (+) 6'23 

(c) Percentage of 
traftlc to total 
traffic 16-50 IB·.BI 81' 19 100'00 

._--_._------_._,------'--------
It"will be seen that during the post-Third ,Plan period the 

rate of growth of, pasaeager traftic in terms &f passengen 
originatitJ,g has increased from 3.24 to 3.58 per cent in the 
case of non-SUburban passengers. In terms Of -passe~er 
kilometres the growth rate has increased from 4.()1 . per 
cent to 5.55, per cent 

In the case of sUburban traffic, }:lowever, the rate of growth 
.In tenus of passengers originating' had 'recorded a drop 
from. 9.9'7 per cent during Third Planper'tod to 6.28 per 
cent in the subsequent period. In terms of passenger 
kilometres, however, there had been a marginal increase 
in the growth rate of'tramc, from 9.18 to 10.01 per cent 
during the same period. This was due to an increase iD 
the average lead· of sub.urba:o passengers from 16.8 to tal 
kilometres," 

1 .•• The Committee find that in the ease of suburban trdic the 
rate .. powth -in "t81'1118 ef -pullellpa ~ had, 1"eCOI'4ed • 
drop frOID 1.11 per cent duriq Third-Plan period to 6.28 per cent III 
the suMequentperied, -.'AIis. p ...... eaOa ...... tudy.lt need5.no 
empbuis that the suburban services should be improved. 

The Committee note that the proportioo of non-suhtlrban u.Iie Ito 
the total passenaer tramc ha. deereased durin, the post Third 'P!ve 
Year Plan period both in terms of pallel\ler origina ..... ,.... 
ger ldIometr... 'The Coal_.*- tIesire that the ,RaIlways .hould ·Uke 
adequate .teps to increase the rate of growth of Don-subur1Nm tr .. 
., tJuIt ita proJtOl'U ___ to 'the total. pas ... ,er. trdle I. kept .. if·DOt 
enhaDced. 
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IV. Decline in goods traffic 

1~41. In terms of volume the goods traffic handled during 187()"71 
.u..a-vis 1969-70 was as given below: ' 
-------.-------------------._._._---_ ... _-----------

TOllUl Orig*,ing (Millions): 

Revenue 
NOR-Revemac • 

Total 

_'Net Tlmne Kilometres (Millions) 

Revenue 
~on-Revcnue • 

Total 

1969-70 1970-71 Percentage 

173-8 
34'1 

207'9 

111,826 
16,.p2 , 
128,248 

ActuaIs: Increase( + ) 
Decreuc(-) 

167-9 (-)3'4 
28- 6 (-) 16, 3 

196- S (-)5'5 

110,720 (-) 1'0 
J6,~38 (+) 1'3 

u7,3'S (.:..) 0'7 

---------~--- -------------- -_. ---
From the above, it is seen that during 1970-11 tbe~e w.as alall 

ill IOOda ;trafllc~ as compu:edto1969",70, both, in terms of t(m~ C?,r;igi: 
!IUlting and .Net Tonne Kilometres. The Committee, are informed by 
A~d1t that "th~ growth of traffic in goods over'the years has not' 
'been coDststent nor ·the anticipations realised ex~ept in one 01' two 
:7e8l'8 88 ilihownbelow: 

Yearly mel·taj., j,,' rra/fo;· 

'Year Totalttdlc 
Actual 

(InmttUon 
tonnes) 

I gevenue C8l'I'Ifnai t!'die 
11..,,_ ActUal, .-
kntic.i: 
patlbft 

----------------_._---_ ...... ---~---.-----
._-67 

'967-68 

1968:';69 

'1969-70 

1~-7I , 

. (-) 

. (-) 

,.- .------
.! • ~" .. ' -

II 

8'S 

'to7 

9-0 

7,6 

2-0 

(-) r 6 

8'4 

3'~ 

(-) "9 

,,' (in the· -.tibte 'the:.htI41get ~ntkip.dOll o(Mdkioo.l t.wllile CIlWJa ~l1a\'O 
;also been afven).... ' 
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1,42, The following table gives the figures of actual materiaHsa-
tion of revenue earning traffic in 1970-71 as against the budgeted' 
estimates for that year: 
----------- -------------

Commodities Actual Actual Budgeted Actual Antici- Actual Actual 
in 69-70 in 69-70 estima- mater- pated incre- inaaIe 

(in as tes ialisation increase ease or or dec-
tonnes) finally 1970-71 1970-71 1970-71 deere- rene iD-
as then avail- (in (tonnes) over e8sein 1969-70 
avan- able tonnes) 1969-70 1970-71 as 
able over finally 

1969-70 avail-
then able 
avail-
able 

If 

1. Coal-
a) for Steel Plants IZ'SZ lz-6 13'42 12'1 0'9 -0'42 -O,S 

(b) fot .Iheria 5"3 6'1 6-83 5'4 0-9 -0'53 -0'7-

(c) for other users 34'73 34'3 36 '73 • 30'4 2'0 -4'33 -3'9-

-- -Total 53' J8 53'0 56'98 47'9 3'8 -5'28 -5'· - --
2, Raw materlala fIX 

Steel Plants 16'56 1"5 17'96 I . -16'1 1'4 ....0·46 .....0·41 

3- Pia Iron & finished 
=cts.~. S~I "76 7'1 7'3' 6'3 0'6 ~, .. , -o,ir. 

4- Iron ore for aport . "04') 9'6 10'30 9'8 0'8 +0'<40 +o'z, 

" Cement . 10'73 10'7 11'23 11'0 0" +0,87 +o·~ 

6. Foodpeinl . " 1;'28 15'1 15'28 15'1 -0'18 

7. Fcrtiliim 4'6 
,-

+0'.: 4"~ 4'23 4'7 +0'47 

8. Mineral Oil (p.O.L.) 9'12 8'8 9'62 8'9 0'5 -0'22 +0'.: 

9. Other Goode 49'52 48'4 49'52 48'1 -1'42 -0'5: 

Total 174'78 173'8 J82'38 167'9 7'6 ~'88 -6'0 

1.43, Exp~ining the reasons for non-materialisation Of trafBc as 
anticipated the Railway ,Board have in a~note stated: 

"It will be observed that there has been a significant decrea;se' 
in movement of coal. As against the anticipated increase 
of 3.8 million tonnes, th .. re has been a decrease of 5.28: 
million to~:The decrease in both.on account of Steel 
Plants and 'other consumers'; 



19 
The decrease of account of Steel Plants has been due to internal 

difficulties resulting in less production and consequent fall in deman~ 
for movement of coal ,as well as other raw materials and finished,. 
products as will be seen from the following figures: 

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

. 
(i) Coal for Steel Plants 

(ii) Coal for washeries 

(iii) Other raw materials for Steel Plants 

(iv) Pig i1'OJl &: other finished productl from Steel Plantl 

Anticipated 
increase 
(million 
tonnes) 

0'9 

0'9 

1'4 

0'6 

3'8 

Actual 
increase I 
Dcc~ease 

(in million 
tonnes) 

-0'42' 

-o·S3· 

-0'46. 

-0'46 " 

-I"" 
Thus, against the anticipated increase of 3.8 million tonnes on. 

account of Steel Plants, there was actually a shortfall of 1.87 millioDl 
tonnes. 

The other lignificant shortfall has been in movement of coal for 
,'other consumers'; Mineral Oil, Export Iron Ore and other goods. 

As against anticipated increase of 2 million tonnes of coal for' 
'other consumers', there was actually a shortfall of 4.33 million tonnes._ 
This was due to disturbed law and order conditions in the Eastern· 
Region, which led to frequent civil bundhs, strikes and demonstrations' 
organised sometimes by one political faction and at other time by 
the opposite faction. Even the railway employees were dragged into' 
them and there 'were frequent lightning strikes and suspensioll of 
work on the railways too, particularly on Eastern, South Eastem-
and N. F. Railways. The carriage arid wagon staff of Eastern Railway 
continued on strike or 'go slow' policy for nearly 2 mOl!ths viz. August 
and September, 1970," 

1.44. Commenting on the abQv~ ·reasons given by t~ Ministry of 
Railway. the Audit have observed: 
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"The coal traffic moved by the Railway. from 1.-66 onwards 
vis~a-vis-prod\lction in given In the table below: 

---------_._-----
Year Pro- Increase RaIl movement b.' of pro-

ducdon duction over 
Total previous Total Increase carried 

year ever pre- by Rail 

(Million tonnes) 
Ifious year 

1 2 3 4 S 6 

1 96S-66 69's S'S 66'7 4'0 96 
1966-67 '7O'S 1'0 6S'8 ~'9 94 
1967-6.& 71'J 0·6 66'S 0'7 93 
1968-69 74'9 3'8 68'6 2'1 91 
1969-70 79'~ 4'6 71'0 2'4 90 
1970-71 7S'6 -3'9 64'3 -6'7 8S 
--'-- ,--' ... ---.. _._-.. -----..;... ...• -. -... ---.. ---.--- -----

It w!l1 be seen that the coal tra1ftc, not only f~ll during 1970-71, 
·even during the six years from 1965-66 the percentage of coal produc-
tion carried by rail progressively went down, ~he fan being very 
,steep during 1'970-71." 

1.46. In Ii further note on the lubject, the Railway Board have 
:stated: 

"One of the principal reasons for progressive drop in the per .. 
centage of rail movement· of coal to tM· totalproduct1on 
had bee1l mcrease in mO\tement ()f ceal to near'" CORlum-
ing points by means other than rail like, rope-way, local 
EJecaicity Board'. own, wagons, road eix:" ., may be· seen 
from ·tIle following figures: 

._---------.---- ~------.--.--.-----.-.- .. -----~----.---.- .. -.-.-
Year Movement of Coal 

by mdnI other than 
rail 
(In million t~) 

/--..:--~--. ------ -----. -------_._....,.. 
1965--
1966-67 
1967-68 
1968-69 
1969-70 
1910-:71 
19"-1z 

-------' 
, '. 

'. "19 
S'85 
S,87 
':93 

10'09 
10'90 
'1i3~:aO 
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"The inovement of coal d\ll'ing 1969-70 had been the higbest and 

"1heentire demand for consumers was met in fun So m1.lch so that 
.249 sponsored rakes repr~nting about 20,000 wagons were cancelled 
from Bengal/Bihar fields by the collieries and their agents. In 1970-71 
While the movement from outlying fields was kept up the same 
from Bengal/Bihar fields dropped, mainly due to ~rious hold up of 
wagons and dislocatioQs to train services in the Eastern Sector on 
account of various anti-social activities and unsatisfactory law and 
order position." 

1.46. A statement giving details of the prodqction and raU move-
ment of 17 commodities which account for about two thirds of the 
rail movement is giVeI1- in Append~x I. It is seen theJ:'~from that in 
1970-71 the production of coal increased ~y 8.69 ~ cent q cOJIlpared 
to 1969-70 but the sJlare of r.ail movemel)t actually dropped by 2.64 
per cent wh~n compared to the figures of rail movem~llt for 1969-70 . 
. Such d~line in the RaiJways' sb..~ .waJ P81"ti~u1arly signUicant in 
the .case of ~~~nt, oil s.e~d8, sugar, raw jute, raw cotton, tea, paper 
&md paper boud and cotton 11l~~~~ctured. . 

1.47. "I:he Ptx;o~reS8 of goods tr~~ during the five ye:lrs ending 
"1970-71 vj,s,-a-vis proaress .in industrial and agricultural prc;>~qctlon 
'ia J,how.n in the t~e below: 

Yar 
----.,--.' --,---~""'--".--'''''''''''''''--.-

lD4kx of agrigpl- Goods trip 
tUiIJ P!OCiuctlon ftk: : 'ronnes 
(Due :' Oc;p ~ ~qul 
~J~ (millions) 
19So-rOO) 

--------------------------~------~--------------
1966-67 IG2'6 I~J'6 :aor·6 

-1(0) 100) (100) 

151'4 161'1 196" 
(~'a) (W,'4) (~7' s) 

1967-68 

16,'r t."59·~ , :104'0 
CUlS'6) (121 '2) (101' ,2.) 

.72', 170'8 207'9 
(IWP) (129' 8) (103' I) 

rSo'AI 11a',z 196'~ 
(1,18") (138'4) (97'5 

1970-71 

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

1.48. It jS',"Jl~~O.m the 4bove *at w.hUe tlle in~s ofInd~striaI 
and Agicultur~l production rose by 18.5 per cent and 38.4 per cent 
rqpecttyely, the Index' (jf gootistratftc feU. by 2:5: pel' Gellt over the 
.~e.?"riod. ' 
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1.49. Referring to the falling trend in the rail movement -of both. 
goods· and ',passenger traffic the Committee enquired about the steps 
taken by the Railways to maintain their share of traffic movement. 
The Chairman, Railway Board, deposed during evidence: "This is 
as a result of the Planning Commission's discussions with both the' 
Ministry of Shipping and Transport and the Railway Ministry. 
Though in terms of passengers, according to the statistics, botli the 
Railways and the Roads are equal, in terms of passenger kilometers 
the Railways are still far ahead; similarly in the case of tonne kilo-
meters also, we are far ahead. We are. taking most of the passenger 
trafftc for longer distances and major portion of the goods traffic fOI 
shorter and longer distances. In fact, we have had inter-Ministerial 
meetings as per the directive of the Planning Commission that there 
should be more effective coordination in road and ~~il transport. 
They have also suggested that there should not be any unhealthy 
competition between the Railways and the Roads, but the State' 
Governments are not willing to go by that. They want to issue, 
long inter-State licences for trucks going from ope part of the country 
to another. The Railways are prepared to organise their traffic to-
suit the customers' needs. We are having contalners and freight 
forwarded schemes. This has shown good results; container traffic 
has shown an increase from 35 lakhs in 1968-69 to Rs. 144 lakhs in' 
the current year i.e. 1971-72,. We have also got a special organisation' 
called the Marketing and Sales Superintendents in the various Zonal' 
ltailways. We are watching specially 47 high rated commodities' 
earning about 1I5th of the total revenues and we find that we have 
conSistently increased.. High-rated commodities have shown a 3 per 
cent increase of tonnage and 8 per cent increase in earnings in. 
1970-71; in 1971-72 there was 6 per cent increase in tonnage and 9' 
per cent increase in earnings. At the same time we feel that In 
the larger interests of the country, there shOUld be good coordination-
in the Transport Sector and there should not be any wastage of 
resources. We have also emphasised to the Ministry of Shipping' 
and Transport and the State Governments that there are a number 
of Railway' Stations which are not connected by roads. We said' 
that instead of competing with the Railways in moving goods 
through long distances they should improve the economy of the' 
country by connecting the Railway Stations with their hinterland 
and the adjoining ateas. We took this matter UP at the last Trans-
port Development meeting and we hope something wjlI be done .. 
The Planning Commission is also seized of the matter." 

150. 'The C..-mttee h."~ heeD 8Om.entinl on the gap 'betWeetl 
the anticipations ad the materiaUsation in respect of the goods ~. 
In Im-71 the Railways expected aD increase of the order of 
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'7.6 million tOllnes in goods traffic. However, the pods carried (198.5 
million tonnes) showed far from any increase, a decline of 11.4 million 
tonnes. There has been a significant decrease in the movement of 
coal by railways. The percentage of Railway movement of coal to 
the total production which was 96 in 1965-66 went down to 85 in 
1970-71. This shows considerable di,version to road and other modes 

. of conveyance. The Committee feel that this aspect deserves serious 
consideration. The Committee have been stressing the need to im-
prove coal loading on Railways. 

1.51. The decline in 'the Railways share of transport is not conftned 
· to coal aione. In the case of oil seeds, sugar, raw cotton, tea, salt and: 
cotton manufactured goods also the aailways have steadily lost 
ground. In this connel"tion the Committee find that while the indices 

·itf industrial and agricultural production rose by 18.5 per cent and 
384 per cent during 1970-71 from the base year 1,960, the Railways 
· goods traffic registered a decline of 2.5 per cent. The Railways can-
not afford to be complacent in the fall of this trend. Unle.s effec-

· tive measures are taken, 'the position of Railway finances will go 
from bad to worse. The increase in freight is no answer to improve 
the fiuancial position. 

1.52. An effective coordination between road and rail transports 
is necessary so that unhealthy competition between these two vital 
sectors of economy resulting in wastage of national resources is not 

· aUowed. The Planning Commission is stated to be already seized 
·of this matter· The Committee desire that in the formulation of 
Plans this aspect maybe constantly borne in mind to allow of no 
d.istortion. 

Revenue Expenditure~·, ..... 
Audit Paragraph 

1.53. The Revenue Expenditure during 1970-71 amounted to 
Rs. 862,22 crores and was more than the Budget Estimates by 
Rs. 29.26 crores and Rs. 57.19 crores more than the actual expendi-
ture in the previous year. The bulk of the increase occurred under 
~'Staft" (Rs. 18.01 crores) and "Repairs and Maintenance" (Rs. 15.83 
crores) mainly on account of payment of Interim Relief sanctioned 
-by the Central Government with effect from 1st March, 1970, after 
the presentation of the Budget (Ra. 19.96 crores under "Staff" and 

. Rs. 14:17 :'crores under' "Repairs arid Maintenance") partly ~ft'-set by 
, 
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other faetol'l detailed. later in the para. There was a saving of' 
Ba. 3.76 crores under the .grant "Fuel". 

Partk:ulan 

A.-Working Expenses-

(i) Statf Administration including Staff 
Welfare and Op:rating staff' . 

(ii) Repairs and Maintenanc;c . 

(ii) Fuel 

(iv) Miscellaneous Expenses including Oper-
atioll odler than Staff and Fuel, Pay-
ments to Worked lines and Suspense • 

(v) APpropriaeion to Depreciation Reserve 
Fund ..... 

(vi) Appropriation to Pension Fun;! 

B.-Misce\1aneous, Expenditure such as cost of 
Railway Board and its altached offices, 
Surveys, audit an I Subsidy paid to Branch 
Line Compan'es 

C.-open Line Works-Revenue 
Total' Revenue Bxltenditure. 

248'72 

333'70 

150'69 

69'05 

100'00 

14'85 

795 

~'OO 

8::12.96 

(Ill c:roreI of ltupeee) 

Actual, Variation 

266'73 +18'01 

248'53 +15'83 
1 

146'93 -3'76 

7°'3° +I'3S 

100'00 

14'85 

8.07 -+-0, u 

6'81 (-)2-19' 
862,22 ~-29.2~ 

-----------
1.54. (A) Apart from payment of Interim Relief to Staff, the 

reasons for increase under staff expenditure were, expenditure on 
Travelling Allowance on account of enhancement in the rates of 
Daily Allowance with effect from 1st January, 1971 (Rs. 0.79 crore) p 

provision of leave reserve (Rs. 0.16 crore) on medical stores (Rs. 0.31 
crore) and aggregate of minor variations (Rs. 0.88 crore). These 
increases were partly oft-set by savings on account of non-operation 
of certain posts (Rs. 3.44 crores) and less expenditure on staff 
training (Rs. 0.64 crore). 

1.55. (B) Besides the expenditure OB Interim Relief, theincreaae' 
in expenditure under 'Repairs and Maintenance' was on account 
of heavier expenditure on repairs to service and reside~tial build-
logs, bridges etc. (Rs. 1.52 crores), e~p.nditure on restoration of' 
.6ood damages to Railways assets and r.pairs to breaches etc.. 
(Rs. 1.50 crores), increase in price of materJals (:as. 0.84 crore). 
more expenditure on electrical, signal and telecommuuication lervices' 
(Rs. 0.73 crore), on payment of travelling allowance on account of 
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abanaement in the rates of daily allow8JlC!e (Re. 0.37 croreJ'~ .. 
expenditure m eonnection with Ardh Kumbh Mela (Rs. 0.34 crore)' 
and aggregate of minor variations (0.50 crore). These increaaes 
were partly off-set by less expenditure on Periodical Overhauls and' 
other 'Shop and Shed Repairs' to 'Rolling Stock' (Rs. 2.43 crores),. 
ftunctuations in adjustment of debits through Stock Adjustment 
Account (Rs. 1.09 crores) and non-operation of certain posts 
(Rs. 0;62 crore) . .. .. .. • 

1.56. (D) The increase under Miscellaneous Expenditure was· 
chiefty' on account of increase in the amount of compensation payable 
for goods lost, damaged etc. The increase on this account was Rs. 2.81 
crores. The expenditure on compensation payments has been steadily 
rising over the years. It was Rs. 10.30 crores in 1968-69, Rs. 11.80 
crores in 1969-70 and Rs. 13.11 crores in 1970-n. The other reasons 
for increase in "Miscellaneous Expenditure" were payment of 
'Interim Relief' to staff (Rs. 0.74 crore), mOl'e expenditure on 
stationery, stores, clothing etc. (Rs. 0.19 crore), more payments of 
gratuity (Rs. /0.28 crore), increase expenditure on Catering on 
account of stores purchased (Rs. 0.21 crore) off-set by savings on 
account of fluctuations in adjustment of debits through 'Stock 
Adjustment Account' (Rs. 2.33 crores), less adjustment under contri· 
bution to Provident Fund (Rs. 0.23 crore), reduced expenditure 
under 'Civil Defence and Security patrolling' (Rs. 0.34 crore) and 
aggregate of small variations (Rs. 0.08 crore) . 

• .. • .. 
[paragraph 3 of the Report of the Comptroller and Auditor General 

of India for the year 1970-71 on Railways] 

I. Expenditure on Staff 

1.57. The details of number and cost of staff (excluding casual 
labour) of Indian Railways for the years 1968-69 to 1970-71 are a8 
given below:-

--------.- ---
Year No. ef ('0' 

of Staff (in thousands) 

Rs. 
1968-69 13,53,919 393,27,62 

1969-70 13,58,936 420,52,96 

1970-71 13,73,3:Z0 46o,63,1:Z 

--------~ ----
1.58. It is seen that the increase in the number of stat! during: 

1969~'7IO over 1968-69 was only 5017 but the increase during 1970-71 
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ever 1969-70 was of the order of 14,384. The Committee desired to 
know the reasons for the increase in the std. In a note, the Rail .. 
way Board have stated:-

~'The reasons for the increase in staff are the following: 

(i) With emphasis on modernisation e.g. Electrification 
Dieselisation etc. and with the introduction of improved 
technological and scientific methods of railway operations 
in track, equipment and signalling, the rate of increase in 
higher paid technical and operational stafi' is bound to be 
high. The Administrative Reforms Commission also have 
made S9me observations supporting this view. 

(ii) There has been a substantial increase in activity in deve-
lopment of new equipment and consultancy, indigenous 
production of spares, taking over of inspection work and 
building up of our own Research, Designs & Standards 
Organisation. Most of such work in the past used to be 
done abroad by foreign organisation; to whom foreign 
exchange was paid for the services. 

(iii) There has been substantial increase in departmental pro-
duction of bridge girders, points and crOSSings, signalling 
eqUipment etc. 

(iv) A number of Construction Projects and Doubling projects 
have been taken. A large number of surveys were also 
sanctioned for deciding on projects to be taken up in the 
future. 

(v) After the formation of the South Central Railway zone 
in 1966, some additional posts have had to be sanctionecl 
for the new zone. 

(vi) The setting up of M.T.P. organisation in Calcutta and" 
Bombay has been responsible for some increase. 

The increase in the number of std on the Railways has been 
marginal. It has been lower than the increase in the volume at, 
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work ~ecaUle a ban all creation of new posts and fllImg up ot 
vacancIes in Class III and IV has been in operation over these years. 
Additional posts have been created for developmental activities and 
maintenance of new assets only. It was only in 1969-70 that there 
was a partial lifting of the ban in that ftlling up of 53 per cent of 
the vacancies in respect of clerical sta1f arising in the year wu 
permitted. In 1970·71 also, 60 per cent of such vacancies were per-
mitted to be ftlled" 

:,. .. ' 

1.59. The Committee enquired whether any assessment had been 
made about the number of staff rendered surplus on Indian Railways 
.on account of-

(i) computerisation. 

(it) Dieselisation Be Electrification of traction. 

(iii) Other attempts at modernisation such as introduction of 
Route Relay Interlocking, Centralised Traftic Control, 
Automatic Block etc. 

The Railway Board have in a note stated: 

"No precise assessment of the number rendered surplus on 
:account of each of the above items has been possible. The absorp-
tion of surplus stat!' is a continuous process, those who are likely to 
be rendered surplus being straightaway sent for conversion training 
where necessary and being absorbed in alternative jobs. In accord-
ance with orders issued from time to time by Railway Board and 
discussion in conferences of General Managers and Heads of 
Departments of the Railways with the Railway Board, Railway 
Administrations had set up Manpower Committees who while 
planning staff requirements were to ensure that possible surpluses 
are located in time and trained for manning alternative jobs." 

1.60. To a question whether the surplus staff had been" absorbed 
against new posts created and if not, was there any surplus staff a. 
on 31st March, 1970 and 1971, the Railway Board replied: "Surplus 
stat!' have been absorbed against existing vacancies as well as new 
"posts created on Justification." 

1.61. The output of work as measured by "the number of open 
337;1LS-3. 
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lineataft GIl ZOD&l Railways per miWcm.tram kilometns .. dpel' 
m.niion ,.088 .toDne kilometres u shown below: 

---_. __ ._-------
No. of Staff per million 

I 

Train Kma...J Gross tonne 
bs. ----------------------------

3'42 

3·47 

From the above it is seen that there has been deterioration iD 
1970-71 as compared to 1969-710 in so far as the out put of work by 
the staff is concerned. 

1.62. During 1970-71 the expenditure on stail was Rli. 460.63 crores 
which accounted for 53.4 per cent of the terial reveftueexpendlture of 
the Railways. The total staft strength was 13.73 lakhs as against 
13.5S"JtildIs "uring lI69-18. With ~puteris.tion, diesellsation, and 
eleetrlfteation of traetion and other attempts at modemisation it is 
reasonable to expect the staft overheads to come down pt'Ogressively. 
However, the actual position appears to be contrary to this expecta-
tion. It is strange that no preCise assessment of staff rewnlered sur-
pius on account of the progressive modernisation has been done as 
y.et and what is str.aQ&er is that additional recruitments are justified 
on ~ounds of modemisation without assessing and absGI'bing tbe sur-
plus staB after suitably training them for alternative jobs. An in-
tere.tow fact is that the output of work as measured by the number 
of open liae staff on Zonal Bailwaysper million train Kms. and per 
milliongl'Oss toane KIDs. lhowl deterioration duri~ 1970-71, the-
figurel being 2766 and 3.42 during 1969·70 and 2833 and 3.47 respect-
tively durinc 197G·71. In view of all this, tile Committee would urge' 
tlaat staff zequirements intbe contat of increasing modernisation 
sIIoulci lie reaJistkallr assessed aDd suitable yardsticks pracribed for 
evaluatiq the periermanee ef 'Iud! after studying dae ,osition of 
other foreign Railway systems. The percentage of expenditure on 
.. .-aId 1te pl'fWJ'ellivel,. ·broqht dOWJl from the prelent high, 
... e1 4'If saA ,»H cent. 

'(ii) CompeuCltion Claims 

1.63. The Audit para states that during 1970-71, the increase under' 
~e~ Elq)enditure wlUlchiefty 0,J1 acco,unt Of increase in thEt 
amount of'compensation payable for goods lost, damaged etc. The-
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Increase Qn thia account during 1~'lO-71 WM of the order of Re. 2.81 
crores. 

1;64. The following table' gives the eXj)endltute on compensation ' 
aftd the !'lttmber of claims settled during the laSt thtee year.: . 

---------_._--"-. --_ .... _---------------
Total number of eases settled by payment~ . 4,10.394 4,01,667 3,8',733 

Net amount paida. cotnpen •• tion (i.e. IfUr 
adjusting. the amount realised Crem sale: 
proeeedl 'irlthoUHndi ofRs.). • '!MtS,33 10,51,99 U,33,74 

Percentage of sum paid to Gross earningsJ 1'47% 1'S7% 1'66% 

Claims paid on account of theft Rnd pilferage 2,26,,2, 2,2J,968 2,J2,66, 

Value (in thouund. of Ra.) 4>4'1,28 4.95,04 5,35,12 

Percentage ohum paid to Gro •• earninas 0'05% o'sa% 0'53% 

Claims paid OIl iec:ount of dam. by wet: No. 3,,021 I 39,04' 48,3J3 

Value (in thousand. of RI.) 1,laM 1;18,68 I,S 1,10 

PercentlBe of SUDU paid to Gross earnings 0'12% 0'13% 0'15% 

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

IFicures II pu atatemlol No. XII- A &- B (fo~ ~7C-71 ard X1V- II " 8 fer 156£'£9 
and 1969-70) of Railway Board's Anr.ual RtfeIt erd ret as J:Cf JI.CC(I;r.IS). 

1.65. From the above the following facts emerge: 
.-(a) The net amount paid as compensation is steadily increas-

ing from year to year. From Rs. 9.36 crores paid in 1968-
69, it has gone upto Rs. 10.51 crores in 1969-70 and in 1970-
71 it has reached the figure of Re. 11.83 crores. 

(b) The expenditure on cOJ'l.lpensation as a percentage to groBS 
eandngB has risen from 1.47 1ft IfJ68~ to 1.811 in 19!1O·'11. 

(c) Of the variou.s types of claims enaml, the cWms on &c" 
count of theft and pilferage have been increasing from 
year to year. Similarly the amount paid on account of 
damage by wet has also been increasin~ .. 

1.M. The CornWlit~ desired t~ khOW the reas&ftfJ for ttIe tlt4!reatle 
from year to ~H' to the total e1tpehdtt1lre Oft e~tfon tl*imt. 
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The Financial Commissioner for Railways stated: "This was really 
the compensation paid and does not really represent the claims aris· 
lng during the year. I must confeas that there was previously delay 
in the disposal of the compensation claims. One of the reasons for 
the traffic going to Roads is because the road conveyers pay compen-
sation promptly. The criticism was that not only do we not give the 
full amount, but there is also delay. It was therefore said that they 
had less faith in the Railways. So, we held a number of meetings 
for settling the claims quickly. We also increased the powers of the 
claims Officers to settle claims, previously they were required to con· 
suIt the Finance and Account Offlcer every time but we said that up 
to Rs. 2000 prior copsultation not necessary. This limit was increas-
ed in February 1971 to Rs. 5000/-. We have been making a big drive. 

I may also say that the increase in the amount of compensation 
paid is partly due to the fact that the prices of various commodities 
have inc;reased. Whereas, on the one hand, we have made an effort 
at quicke.r settlement of compensation claims, we have also made 
efforts for putting an end to the causes from which the compensation 
claims arise. There have been a series of meetings held between the 
Railways and the various State Governments at the highest level-
between the Chief Minister and the Minister of Railways, and every 
month there is a meeting of the Home Secretary. the I.G. of Police, 
the Dy. lG. Railway Police as well as the Chief Commercial Super" 
intendent to discuss various problems and the steps taken to reduce 
thefts and pilferafles. As a result, we have noticed a downward 
trend" "1972·73 l'Ilk,uld show a downward trend. We have also made 
less provision this year." 

1.67. The Committee enquired whether any commodity-wise study 
of the compensation paid had been made and if so what was the per-
centage of claims to freight earnings in respect of commodities like 
coal, cptton price goods including textiles, sugar and jaggery, cement, 
Iron &: Steel, Tea and Jute during the three years ending 1971·72. In 
a note on the subject the Railway Board have stated: 

"Commodity-wise study of the compensation paid by Indian Rail-
.. way. '- made regularly. The percentage of compensation paid in re-

latioa to the freight earnings in respect of the commodities mention-
ed by PA.C., namely, coal, cotton piece, goods including textiles, 



31 

sugar and jaggery, cement, Iron ", Steel, Tea and Jute during the 
three years of 1969-70, 1970-71 and ,1971-72 works out as under:-

Percentqe of claim IIDlOUDt paid to 

Commodity 
freisht earoin" ----------1969-70 1970-71 1971-72 

Coal 0'68 0'80 0'46 
Cotton piece lOoda including textiles 20'46 20'60 22'48 
Sugar & l&ggery 10'07 9'88 7'57 
Cement 0'47 0'49 0'41 
Iron & Steel 0'58 0'74 1 '01 
Tea 12'64 12'50 10'10 
Jute 0'85 0'72 0'90" 

1.68. The percentage of claims paid to freight eamings in respect 
of Tea, Sugar and Jaggary and cotton piece goods including textiles 
during the years 1966-67 to 1972-73 are given below: 

Year 

1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 

Tea 

"97 
9'76 

14'29 
1.1'64 
12'50. 
10'10 

Sugar & 
Jagery 

CottOD piece 

inc~s 
texiles ---------

3'4 II '8 

8'5 l2'SS 
12'8 IS'S 

10'07 20'46 
9'88 20'60 

7'" 22·48-

1.69. From the above it is seen that the percentage of compensa-
tion paid to earnings during 1970-71 was almost double the percent .. 
ages in 1966-67 lnspite of rise in freight rates. l'urther while in res-
pect of commodities like coal, cement and jute the percentages of 
claims are coming down, there is an overall increase in the amount of 
compensation paid as compared. to freight eamiDp. 

1.70. The table below furnished by the RailWay' Board gives in-
fonnationregardillg the strength of Railway Proteotion Force on all 
Railways and expenditure thereon w-a-viB the amount of compensa-
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1ionela1ms Pilid on ac~o~t of pilferage and thefts d.u.rillg throe yean 
ending 1971-72: - - . 

-----
Year .~~ Cost of Compen. ~pen .. Total of 

R.P.F. sation sation Cola. 
paid on paid on 4 &5 
aC:COUflt account 

of of 
pilferage 108s &-

tbelt of com=. pac 

I 2 3 4 5 II 

1969-70 55,793 114,008 48.73 1 36,109 84.840 
1970-71 56,848 126>431 53,5ll 37,925 91~6 

·1971-72 • • 56.716 38,669 95,385 _._------
1.71. it is seen from the above that inspite gf increaae in the num-

ber of R.P.F. staff during 1970-71 "8 compared to 1969-70, the amoUAt 
of compensation paid on account of pilferage and theft has increased 
in 1970-71 as compared to the preceding year. 

1.72. The payment of huge compensation claims is another item 
whick Gonstantly erodes the Railway finances. The amount of com-
pensaUea el-.hns paid went up from Rs. 1~~ crores in 1,968-69 to 
a.. 13.11 crores in 1970.71. The pe~cenial'e of the sum paid to gross 
earnings rose from 1.'7 per cent to. 1.66 per cent despite incr __ In 
freicht rates. The elainls arising ~ut ~f 108S, thefts and pil ....... 
account for more than three-fourth of the total amount. paid. The 
·commodities that are more vulnerable to loss or damage or theft and 
pilferage are sugar and jaggery ~ tea' and' cotton piece gooels including 
textiles. The percentage of claims 10 the freight earnings on these 
~ommoditie. raDp. from 7.57 to 22.48 •.. Cotton piece good. are the 
worst casuality Inasmuch as the percentage steeply rose from 11.8 
iIa l.8I6-47 to ZU8 In 1171·11 wIIlcJa .. mila of no jwtlfteatlon .... hatao. 
ever. WIdI. t1ae COIIUftittee wo1lW cliD for •• aU ..... t dri\Je to redUe8, 
If ~ aI'opdulr eltmbaate the &mGl .... tiGll .,laim, _ aD 'the .,... 
aout., tile, woultl ·lik. a .,... watah t.be kept .. the SCIIUdtlv.e 
po4I. Tile Con".lttM b.H poiaW GIlt m tIudr 11th Deport that 
the percentage of eotaJMatioia el .......... lew .. 0·01 III " ...... 
~a~ioDBI Rai'*ays p 0.36 inOennu FeUrai Baibnys. It is, 

----.----------
.Intbnhatloa reprdjilg the eo.t and Itrenlfh of R.P.F. for the' year 1971-72 is not 

readi \y available. 
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therefore, not something which is impossible to nearly eliminate 
oeompensation claims on the Indian Rallway provided there is deter-
mination and vigilance. 

1.73. It does little crewt to tbe BaAway Protection Force that 'the 
thefts and pllferage are on the increase notwithstanding sizeable 
addition to. die force over the)'ean. 'I. strRl*h crt the Protection 
Force stood at 56,848 during 1970-71 and expenditure on them. was of 
the order of Rs. 12.64 crores. With this strength it should b~ possible 
to check the acts of the aDti·sodal elem.eatl 8IIlODI the Bailway. 
own stat! and the public. TIle Committe. hope that the fuadioa.. 
ing of the Railway ProtediOil Foree would be toned. up so that it 
serves as an effective instrument for safer traDIit of goods and parcela. 



CHAPTER II 
EARNINGS 

- -. 

. C1auificatioa of aa1t for the p1II'pOIe of earrlap 

Audit Paf'agraph 

2·1. Salt, whether intended for human consumption or for use-
a8 raw material in industry (mainly for the manufacture of caustic-: 
soda and sodash) is included in the same classification for the purpose 
of levy" of freight charges. Considering the increasing application of 
salt for industrial purposes, the Ministry of Railways introduced 
with effect from 1st November, 1969 two separate sets of rates for 
salt moving by wagon loads in a new scale of rates designated as 'R' 
Beale, the lower rate being made applicable only to _It meant for 
human consumption programmed for priority movement by the 
Salt Commissioner. It was anticipated that the increase in revenue 
wouM be to the extent of Rs. 85 lakhs owing to the revised rates. 
Following representations from the small scale sector, saIt producers, 
industrial users of salt and individual manufacturers of salt, it was 
observed by the Ministry of Railways that 'non-programmed' salt 
also included salt for humtln consumption especially that produced 
by small scale sector. B.ecause. of this and in view of the doubtful 
legality of different freight rates being levied on the basis of differ-
ence in priority for movement, the distinction between salt for 
human consumption and salt for industrial uses was abolished with 
eftect from 1st Aprll, 1970. The reduction in earnings on this 
account was estimated at RI. 28 lakhs per annum· 

2.2. Some examples of levy of higher freight rates on some other 
items transported for industriallcommercial uses when compared to 
freight rates applicable for transport of the same item for other 
essential uses are: 

(1) Superior kerosene oil which is used for domestic purposes 
and as aviation turbine fuel; 

(ii) Dia .ammonium phosphate which is used both for manu-
rial purposes and as a chemical raw materi$l. 

2.3. The Ministry of Railways explained (December, 1971) tHat 
the Government were anxious to introduce the differential rate for 

L 34 
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salt used by industrial consumers but the mechapics of implimenting 
it was still under consideration, as some practical and legal difficul-
ties are involved. 

[Paragraph 51 of the Report of C.&A.G. for 19'70-'71 on Railways.] 

2.4. The Committee were informed by Audit as follows:-

leThe classification for salt has been a low one primarily on the 
ground that it is a commodity of common use in human consump-
tion. Considering however, that the use of salt as raw material for 
industries, mainly caustic soda and soda ash had been progressively 
increasing, and in view of the fact that owing to its low classification 
even the cost of its haulage was not .being fully met, the Ministry of 
Railways (Railway Board) examined in November, 1968 the ques-
tion whether the rates of salt, especially for industrial use could 
not be stepped up by suitably revising the classification. The basic 
object, therefore, was to regulate the freight rates for salt depending 
upon its end use." 

2.5. The Committee desired to know the reasons for introducing 
a separate .BC81e of fates from 1st November, 1969. The Railway 
Board have in a written note explained: "The separate scale of 
rates for salt introduced with effect from 1st November, 1969 was 
not .applicable to salt intended for use by industrial consumers alone. 
What was done was to introduce a higher rate for non-programmed 
salt as distunct from salt programmed for movement by the Salt 
Commissioner; the former included salt for industrial consumers 
as well as salt for human consumption. The considerations that led 
to the introduction of differential rate for salt on the basis of pro-
grammed and non-programmed movement are explained in the fol-
lowing paragraphs. 

Untllist November, 1969, there was only one rate for salt, N.O.C., 
whether intended for human consumption or for use as an industrial 
raw material. At the time of the general revision of the railway 
freight structure in 1958, the fact that though salt was used mainly 
for domestic consumption, it was being increasingly used in chemical 
industries, was considered but it was decided that there was no case 
for more than one classification. During 1968-69, salt was one of 
the commodities for which upward revision in classification was con-
,sidered. At that time it was felt that salt, when used as an indus-
trial raw material, could. bear a higher freight rate than salt meant 
for human consumption. It was considered that if the Salt Com-
missioner who cttaws up programme in consultation with the Rail-
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ways for movement of saItta various States to meet their minimum 
requirements of this commodity for human consumption could issue 
certificates to cover all movements of salt meant for human consum-
ption, the two e~Qr.ie, oi Alt viz. that meant for h1.lmQ CQDIum.-
ption and that meant for industrial usage could be· distinguished 
from e!1ch other. ~owever, consul~tion with the Ministry of ladu-
strial Development showed' that small scale producers of salt were 
not under tbe control of the Salt Department and, therefore, the Salt 
.Department would not be able to issue certifteates for movement of 
salt for edible purposes produced by the small scale sector. Stace 
there was no other method available for distinguishing one salt from 
the other it was decideGl that the putpose ir1 view could be generally 
served if "programmed. salt;' t which is meUlt entirely for human 
cODaumptioll Is charged at a lower rate than "non-programmed" aalt 
which is meant both for hwnan consumption ad for induatrial use. 

Accordingly, with effect from 1st, November 1969, "Programmed" 
salt was placed in Class 35-R while "Non-programmed" II81t was 
placed in Class 37-5-R (The earlier single classification was 35 A 
(Special) " 

2.6. In another nete, the Railway Board have stated:-"The rate 
classU¥:ation of a oomQlodity is iiRd after taking into conaideration 
a variety of factors I~h al ita COlt, itl social and economic value 
and its transportation cbaraeteristi~ It was conaidered in the cue 
of salt intended for indultrial \lie that • higber rate cI.,ssiftcation 
was justified ~t no convenient me.thod was available to distinguish 
such salt from salt ~t for h\llnan consumption. The higher 

,classification was, therefore, introd~ed on an experimental basis." 

2.7. As regards the reasons why the distinction between salt for 
human consumption and salt for industrial use was abolished in 
1970, the Railway Board have in a note stated: "The differential 
elaas!fieatibtl introdueed in the case t1f salt had to be withdnlwn be-
cause it failed. to distinguish clearly between salt meant for human 
'eon9Ultlption and salt meant for lndustrlal use. 

Representations were received to the effect that while salt meant 
'for humID CODBWDption was moving at a lowe!' rate if programmed 
by the Salt ComMisiioner, the same commodity meant for the same 
end use had fib pay a higber rate if non-pt!OIl'8IIJmeci. TI\ts wu a 

,valid 08jec:tion ancl the ditferentiation violated the spirit of Section 
28 at u.. IDAian Bailwa)'B Act which forbids discrimiDatioa. It 

.2.8. The Committee pointed out that as mentioned in the Audit 
para 'C!tft&rential rates were being levied on superiOr kerosene oll 
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'8nd Diaooammonium phosphate. Asked how the levy of differential 
rates on ,these commodities did not offend the provisions of Section 
28 of In<U$n. Railways Act, whereas the differential claslifteation of 
s&1t conti-avened the provisions of the Section, the Banway Board 
have state,d: "In the case of kerose~e oil, differentiall rating is based 
on cleady identifiable ,end uses. Kerosene oil booked as aviation 
fuel is declared as eviation turbine fuel and is sent to certain specifio 
consignees from a limited number of points. It is also superior to 
kerosene oil for mere domestic use. 

Dia-ammonium phosphate is classified in two categories in the 
Goods Tariff, viz. dia-:oammonium phosphate for chemical manures 
andth~t m~an.t for other uses, i.e. not otherwise specifically elassifi-
ed,.It ispqssible to identify ¢e end use of the commodity, because 
w,hen it moves for manurlal purposes, it is booked by certain 110m!· 
us,ted C:O.lWisners mentioned in the Goods orarift' such as Pertfliset 
factgrjes Q~ :r.C.!. in the case of imported DAP etc. to dealers regfs-
,tered by the Government or to non-registered dealers undet a special 
aedifica~ issued by the nominated Civll Oftieer of the State. When 
not so bOoked, dia-ammonium phosphate is treated as for non-manu-
rJ.al pu~~ and a higher freight is levied. 'l'his disttt:tetfon is pra~ 
ticable bE:cause of the'limited number of despatching potnts and the 
Ijmited number of receiving ,points and association Of the local eivii 
G,overnm~nt authorities in the end use. 

tn the case (jf salt, Oft the eontrary, two rates tovered the same 
and u~; part of the salt meant for human CGns\UJl.ptiofi wu charged 
a lower tlite, being pr6grammed, aftd part of tt, which was DOt 
:progra'!f!Det!,had to bear a higbet rate. II 

2.9. h regard to the proposal to introduoe in future difterenUal 
'rate f_ saH by izlduMrial cana.wner.s, the Railway Board have stat.eQ: 
·J'lf It were pneticable to ideatify the eDd vse of 8I1t. it woWd be 
pas_iWe to lAtvy iii diilerential freight alto. The prob_ that is __ 
uontine us is how to distinfUlsh the end .. because the l'lu:mber of 
Pl"OQucara is illilWDlerMle and the amaJ:l.oaeale pz:odueer is not lioeDs-

.«5. In' tbe aile of n~programmed. salt, thent is aleo no rational 
.aehelne ofdiltributioD. at the recftvia, end, DOl any replt4iOll at' 
''CCIl1tolby i.be St. GOV91'lIUIlent, ¥ad thendare. no ~ ....... 
,Iuard ...... t mis.-oUie. We are, however •• x~ way. anti maas 
'Oft ellactiw.ly diati~ bttweea ,salt. meant_ ~_ 
and that meant for human consumption; should we succeed in tbis 

,effort, we will introduce a dual classification." 
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2.10. Audit intimated the following to the Committee: "In the 
case of salt also there are few bulk consumers of salt manufacturing 
caustic soda and it could be possible to isolate the salt traftic moving 
to them and charge a higher rate. It is mentioned that at one stage 
while considering the proposal for abolition of differential rate in 
Jan., 1970, it was observed by the Board that '~hile the movement 
of salt, in general, may be numerous, industrial salt generally moves 
to certain recognised centres and it should be possible to keep some 
check'. Greater alertness on the part of Commercial and Marketing 
Officers would, however, be reqUired." 

2.11. The Committee Wldentand that considering the pro&ressive 
increase in the use of salt as raw material for industries and in view 
of the fad tbat owing to a low freight rate for the movemem.t of salt 
even the COIIt of its haulace w .. Dot fully met, the question whether 
the rates of salt especially for industrial use could not be stepped up,. 
was examined by the Ministry of Railways (Railway Board) in Nov-
ember, 1968. AccordiD&"ly. two separate sets of rates for 1!I81t moving 
in wB&"ou-loads, the lower rate beia, made applicable only to salt 
meant for human consumption programmed for priority movement by 
the Salt Commissioner, were introduced w·e.f. lst November, 1969. 
Followinc representations from trade to the effect that while salt 
~eant for human consumption was moving at a lower rate if program-
med by the Salt Commissioner, that meant for the Same end user had 
to pay a higher rate if non-prorrammed, which violated the spirit of 
Section 28 of. the Indian Railways Ad, the differential :mtes were 
withdrawn w.e.f. lst April, 19'10, resuldn" in reduction of earnings 
estimated at Rs. 28 Iakhs per annum. The Committee feel that once 
the need for a higher rate for the movement of salt meant for indus-
trial use is recognised, the initial difliculty in distinguishing between 
the salt meant for industrial use and that meant for human consump-
tion should nOt unduly delay its implementation. Admittedly 
while the movement of salt in geaeral may be numerous, Industrial 
salt generally moves to certain recognised centres and it should be· 
possible to keep some check with lreater alertness on the part of 
eommerclal and marketing olllcen. The Committee therefore see no 
reason why non-programmed salt could not be distinguished as that 
meant for human consumption and that for industrial use on the 
basis of the declaration by the consignors subject to check and deter-
rent peD8lty for mi .. dec~ation. They would urge that the hi,her 
nrte for Jibe movement of salt meant for industrial use should be tn~ 
~uced forthwith in the interest ofauamen$atiOll 'of raHway ,reve-
nue. 
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Central, Eastern, Northern, Southern, South Central, Soutla £altern 
and Western Railway--Container Servieel. 

Audit Paragraph 

2.12. A review of the performance of a few of the container ser-
vices on the Railways, brought out the following position: 

Madras-Bangalore 

A 5-tonne container service introduced on this section as bi-week~ 
ly basis from January, 1969 runs as daily service from June, 1969. 
The service was intended to retrieve traffic moving by road. Five 
firms from Madras and seven firms from Bangalore were expected to 
join the service. They offered traffic in cigarettes, cigarette shells, 
battery, matches, tyres, biscuits, jams, electric motors, switch gear, 
hydrogenated oils were below the tariff rates, the reduction rang~ 
ing from 23 to 40 per cent· The service was expected to give a return 
of 17.1 per cent per annum on a pPOposed capital investment of 
Rs. 7.79 lakhs based on an estimation of earnings and recuning 
working expenses at Rs. 5.19 lakhs and Rs. 3·86 lakhs respectively. 
The Railway actually invested a sum of Rs. 6.03 lakhs on procure-
ment of additional equipment in the form of containers, flats and 
road units etc. Of the twelve firms who had initially agreed to 
patrorize the service, only three from Madras and three from 
Bangalore actually participated. However nine other firms, four from 
Madras and five from Bangalore joined the service later on. The 
traffic carried during one year from July, 1969 to June, 1970 was 
5,185 tonnes, as against 10,330 tonnes anticipated in the project Re· 
port. The freight earned and the working expenses for the year 
were Rs. 2.97 lakhs and Rs. 3.49 lakhs respectively, resulting in a net 
loss of Rs. 52 thousand. It was stated by the Railway Board that 
during July, 1970-June, 1971 there was a marginal loss of only Rs. 1 
thousand. 

New Delhi-How7'J%h 

2.13. A 5-tonne container service was introduced on this section in 
March, 1969, with a capital investment of Rs. 12·29 lakhs to handle 
an estimated traffic of 7,320 tonnes (including 2,928 tonnes already 
moving by rail in coniVentional wagons and 4,176 tonnes expected 
to be retrieved from road traffic and 216 tonnes of new trafftc) 
from New Delhi and 5,037 tonnes (including 216 tonnes 
already moving by rail in conventional wagons and 4,821 tonnes 
expected to be retrieved from road traffic) from Howrah end. It was 
.expected that seven firms from New Delhi and nine firms from 
Howrah would partiCipate in the service. However, the actual 
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JeB1ilta fGl' the years 1989-70 and 1.Q70·71 &bowed that the perforw 

mance had not eome up to1he expectations. Apinlt an estimated 
traffic of 7,320 tonnes from the New Delhi end, the actual traffic 
carried was 2,654 tonnes in 1969·70 and 3,151 tonnes in 1870-.,1. As 
regards the traffic emanating from the Howrah end, while the 
anticipations were to the extent of 5,037 tonnes, the actual traffic 
moved was 2,449 tonnes in 1969-70 and 4,068 tOfte! in 19'70-71. The 
low offering in traffic was explained by the Administration as due 
to some of the firms having backed out and others offering less 
tramc, and also due to disturbed conditions in 'West Bengal. 

2.14. The percentage re.turn on capital during 1969·70 was found 
to be only 8.1 per cent as against 44·3 per cent anticipated. Taking 
a note of this wide variation, the Railway Administrations concer-
ned made a realistic appraisal of traffic in Match, 1970 and reduced 
the. original estimates of traffic by 58 per cent in the case of traffic 
emanating from New Delhi and 24 per cent in the case of traffic 
originating from Howrah. (The monthly estimates of traftic were 
reduced from 199 to 84 containers in the case of New Delhi end, 
and f.om 150 containers to 114 containers in the case of Howrnh 
end). . The corresponding reduction in capital investment as inti-
mated by the Ministry of Railways in Fe.bruary, 1972 was only 
19.5 per cent. A sample analysis made by the Administration also· 
showed that there was delay in the movement of containers inasmuch 
as only 8.5 per cent of the fiats were observing the target tum round 
of 9 days. 
New DeIhi-Kanpu,.-

2.15. A bi-weekly 1-tonne container service was introduced on 
.... this section in May, 1968, with a view to retrieve road bome traffic 

in certain commodities. One firm from Delhi and four from Kanpur 
agreed to avail of the service. The party from Delhi offered trnffic 
in hydrogenated oil, while the others from Kanpur offered traffic 
in tinned fruits and juices, medicines and phenyl, rayon yarn and bis-
cuits. The rates quoted for hydrogenated oil and tinned fruits and 
juices were lower than the normal tariff rates inasmuch as wagon 
load rates had been allowed without enforcing the minimum. weight 
conditions applicable to such rates. The rate quoted for hydroge-
nated 011 did not also cover fully the haulage cost of road portion. 

2.UJ. The project Report of the aer'Vice epviJaged a return of 
9.8 per cerrt per annum on a propoled capital iDvestmtmt of Bs. 1.55 
lakhs. The annual earnings and recurring working expenaes had 
been estimated at lb. 88 th.0uaand aDd R& 73 thouIand .respectively. 
Tbe Railway actually inveeted a BUIll of Ra. 1.86 1akhs on procure-
~t. of additional equipmeDt. The actual trdk o&red dlH'ing 
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one year from May, 1968 to April. 1969 :was 648 tonnes with freight 
earnings of Rs. 32 thousand againsttbe .nticlpated tl'amc of 1,685 
tonnes with freight earnings of Rs· 88 thousand. 

2.17. Against freight earnings of Rs. 32 thousand. the recurring 
expenses for the year worked out to Bs. 41 thousand resulting in 
a net loss of Bs. 9 thousand. Th~ service. was ultimately disconti-
nued with effect from 8th August. 1969. In regard to further utllt-
sation of the equipment rendered surplus as a result of the discon.-
tlnuance of the service. it wa,s stated by the Ministry in January, 
1972 that 50' units of 1 tonne containem were being UIed for move-
ment of parcel traffic between Delhi and Ambala Cantt. and the 
other equipments were being transferred to Central Railway. 

2·18. The particulars of other services introduced on the Rail-
ways are indicated in the Annexure III to this Report. 

2.19. The Ministry of Railways stated (December, 1971) that the 
container service being a new scheme. it wouldbeneceasary to 
wait for some more time to assess the usefulness and profitability 
of the service. They further said that the first three years of the 
service should normally be treated as a development period, aa the 
service was expected to get stabilized only after sufficient patronage 
with the users came to be established." --.---
[Paragraph 52 of the Report of C.&:A.G. for 1970-71 on Railways] 

2.20. The Railways have introduced container Services between 
specified stations in order to retrieve traffic moving by road and 
ensure immunity from damage. loss etc. in transit. The container 
service provides to the trade facility of safe transport of goods 
transport from the premises of consigner to the premises of the 
consignee. lit eliminates the need for elaborate packing. The 
specially manufactured containers, which are water and pilfer 
proof, are cerried on specially desigened road units to the premises 
of the consignors who load the containers to their full capacity and 
lock them. The containers are then carried back on the road 
units to the booking Railway station where these are transferred 
mechanically to specially designed wagons called flats for onward 
movement to the destination station, where on arrival these are 
again carried on road unit to the premises of the consignees. 'niese-
containers are moved by nominated express goods trains. The Rail· 
ways quote all Inclusive rates coverini both the road and rail trans-
portation. .~ I: ' 

2.21. The ftrst container service \1Itas.bttroduced between Bombay' 
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and Ahmedabad in January, 1966 with 4.5 tonne containers. Later 
5 tonne containers were provided. 

2.22. The container services were introduced on ten routes but the 
service between Delhi and Kanpur was discontinued from August, 
1969 after incurring a loss of Rs. 9 thousand. The table below gives 
,details of the actual returns on tapital investments for the various 
'Services operating at present: 

Name of Icnice Date of Total Anticipated Return 
introduc- capital epcrcen-

don invCllt- tege - Period Percentage 
menton return 
Ran &, 
Road 
units 

(inlakha) 

I. BClDbay-AJunedabad a IS-I-66 9'13 94 1966 7'19 
1967 9'61 
Jan. Peb. 68 18'66 
1970-71 26,8-

2. Bombay-New Delhi ~ 20-11-67 22'20 8I'S 1969 33'2 
1970-71 41'7-

3· Botnbay-Secunderabad • z3-5-69 12'20 32'79 July. 69 to II'Z 
June, 70 
July, 70 II' 14" 

to 
June, 71 

4· Madras-Bangalore ~ 14-1-(9 6'03 17'1 July, 69 (-)8·6 
to 

June, 70 
(-)5'3@ JulY,70 

to 
June, 71 

S· Hcwrah-New Delhi 15-3-69 12'29 44'3 1969-70 8.1 
1970-71 24'2-

6. Bombay-Madras 16-4-69 13'9S 4°'88 July, 69 2S'7 
to 

June, 70 

7· Bombay-BallIalore II-II-69 14'82 23'51 1970-71 (-)1.41@ 

8. Calcutta-Madras 3-11-70 14'62 4°'2 Financial results 
awaited. 

'9· Calcutta-Bombay 16-4-71 N.A. N.A. do. 
-+--

-As per financial results received duly vetted by the FA & CAO. of the concerned 
Railways, being procCBsed in Board'. Office. 

@Unlier vetting by FA It CAO. Southerll Ran"ay. 
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2.23. From the above it is seen that the performance of the con-

&ainer services has not been upto the expectations. In the case of 
:services between Madras-Bangalore and Bombay-Bangalore the Rail-
'ways have been incurring losses· instead of making any proftt as anti-
cipated. In other cases also the return is much below the expecta-
tions. Asked about the reasons for the short-fall in the anticipated 
returns, the Railway Board have in a note stated: 

"1. Following were the reasons for shortfall in antiCipated re-
;turns: 

(i> Increase in capital investment and working expenses over 
Project Report estimates on account of the following 
reasons: 

<a> Sundays, and, in some cases, Saturdays also being ob-
served as non-working days by users. In case of 
Saturdays these were formerly working days for most of 
the ftrms but are now increasingly becoming non-work-
ing days particularly for major firms. For future ser-
vices both these days are therefore being treated as non-
working days. 

(b) Cost of containerslflatslroad units being more than 
envisaged at project report stage on account of time lag 
between preparation of project reports and procurement 
of equipments for the services. 

(c) As per advice given by the Research Designs and 
Standards Organisation of the Railways, tbe life of 
containers is now being assumed as 10 years against a 
life of 40 years envisaged in project reports. 

(d) Cost of crane operations not having been taken into 
account at project report stage. This is being done for 
new services. 

(it) Escalation of working expenses on account of rise in 
prices and wages. 

It is not always possible to increase container rates to off-set 
increase in working expenses, as container rates have to 
be competitive with road transport rates, which are kept 
low by road operators on routes where container services 
are operating. Besides in the initial years the railways 

'3373 LS--4. 
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have to foster and nurse this traffic and jacking uP of rates' 
for these services is therefore no~ desirable. . .. 

(iii) Droppmg out of some of the :ftrms ·mitially prospected due: 
to time lag between preparation of the Project Reports and 
the date of introduction of these services. 

(iv) Since most of the traffic prospected for these. services wali 
road borne, there was intense competition and under-
c.utting of rates by road transport operators. This was 
particularly the case on Madras-Bangalore and Bomb~y­
Bangalore services. Railways could not, in many cases, 
further reduce their rates as these would not have been· 
remunerative. 

(v) Disturbed law and order conditions, particularly in the 
Eastern region of' the country, and spate of illegal and 
wild cat strikes by railway staff in 1969-70 and 1970-71 up· 
-set the railway operations as well as depressed industrial 
activity in the country. 

2. It will, however, be seen that the services have shown a pro-
gressive improvement. 

3. Two service~ have shown a minus return namely, Bombay-
Bangalore and Madras-Bangalore services. With regard to the' 
former service (Bombay-Bangalore) the goods earnings in 1971·72 
registered a 60 per cent increase over those of 1970·71 and the service 
1s expected, therefore, to show a plus return when the accounts for 
71-72 are finalised. With regard to Madras-Bangalore service, gross 
earnings fbr the 12 'months period from July '71 to June '72 were' 
Rs. 5.3 lakhs, which represented an increase of 44 per cent over gross 
earnings for the preceding 12 months period and were more than the' 
annual gross earnings of Rs. 5.19 lakhs anticipated in the Project 
Report. The actual returns. obtained in 1971-72 can be known only 
when audited figures of working expenses are available. 

4. It has already been pointed out by the Ministry of Railways 
(January '72.) that the aggregate gross earnings for all the container' 

services now in operation on Indian Railways have shown a very rapid 
pace of increase over the last six years since the first container service, 
between Bombay and Ahmedabad was introduced in 1~. In 1971-
72 the actual gross earnings exceeded the earnings antiCipated as per 
project reports. In 1971-72, the total capital investment on cantatner 
servcies was about 1.28 crores of rup~s &tid the ~oss earnings for aU' 
the container services put together were about Rs. 1.44 crores. One-
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composite unit comprisillg of one· flat and six containers with a capi-
tal investment of about Rs. 0.61 lakhs netted gross earnings of abmit 
Rs. 1.25 lakhs during this year. These are, in the opinion of this 
Mtnisu-y, very satisfactory results. 

As has already been pointed out by the :\iinistry of Railways, these 
services take time to stabilise, having to face intense competition from 
road transport operators. Therefore, their profltability should be 
judged from three to five years after commissioning of these services. 

Containers and flats are often transferred from one service to 
another according to fluctuations in pattern of atraffic. Since the 
number of containers and flats transferred from one service to another 
fluctuates from time to time it is not always possible to quantity the 
resultant reduction/increase in capital investment and working ex-
penses. The financial reviews do not, always therefore, reflect the 
<-orrect picture for these two aspects. The Ministry of Railways, 
therefore, feel that the profltability of the container services should 
be judged for the Indian Railways as a whole rather than separately 
for each container service, allowing for a gestation period of three 
to flve years and for the factors responsible for increase in the capital 
cost and working expenses as mentioned in para 1 (i) and (ii) above. 
This aspect is be:ng examined." 

2.24. As regards the measures taken to improve the profitability 
of each service, the Railway Board have stated: "The measures taken 
to improve profltability of these services are:-

(a) continuous contact with industry and trade to at~ract new 
tramc, 

(b) regular watch on the operation of these services with re-
gard to transit time, terminal detentions etc., 

(c) keeping in touch with the prevailing road transport rates. 
and modifying container rates as and when necessary." 

2.25. The Committee desired to know to what extent the trRffic 
moved by the container services during the year 1970-71 and 197.1-72 
was new traffic retrieved from road. The Ratlway Board have 10 a 
written note stated: "Financial reviews for 1970-71 are so far avail-
able only in respect of Bombay-Ahmedabad, Bombay-New Delhi~ 
Bombay-Secundarabad, Calcutta-New Delhi, Bombay-Bangalore and 
Madras-Bangalore services~ 

In the· last two cases the reviews are still under vetting by FA & 
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rCAp, Southern Railway. Financial'reviews for .1971-72 are not yet 
available for any service. 

According t& these reviews the. percentage of freshly captured 
traffic (i.e. traffic other than that diverted from conventional raU-
way wagons to the container services) is as under:-

---- ----------- . -.--. 
S. No. Name of Service Tonnqe for 1970071 PercentalJC of freshly cap-

tured trlftic to total 
Tonnqe GrOSI ell'n-

inp (in 
laths of 

rupees) 

On the 
basi. of 
tonnage 

On the 
basis of 
.1P'OIIl earn-
Ings. 

.. ----~ .. ~.-------.-.- ---- -----_. ---
I. Bombay-Ahmedabad 9106 6'29 67'S 75';1· 
2. Bombay-New Delhi • 30486 39'0! 79'7 18!' 7. 
~ Bombay-Sccunderabad (fta-

" g'84 urea for July, 70 to June, 70) 10078 7:1. 6 86·6 

4· Bombay-Banaalore 6363 7'87 ~The e!ltire traffic is 
reshJy captured). 

S· Madras-Bangalore 624! 3·68 Do. 
ruigures for July, 70 to 
une,'7I) 

6. Howrah-New Delhi 729:1 II' II Do. 
- _._. - -.----

It will, therefore, be seen that a major portion of the traffic being 
moved by container service is freshly captured. 

In this context it may, however,. be pointed out that apportionment 
of total traffic between freshly captured traffic and traffic diverted 
from rail is an approximate estimate and cannot be accurately made 
for the following reasons:-

"(a) due to frequent variations in production, marketing pat-
tern it cannot be said as to how much of the traffic moving 
by containers would have moved in conventional wagons 
but for the container services, 

(b) reliable data of production, sales, rail and road despatches 
of firms using container services are not available, in many 
cases. It is not. therefore. possible to know accurately as 
to what proportion of their despatches are being sent by 
each individual firm by rail, in conventional wagons and 
In containers and by road." 

2.26. In reply to a question as to how far the objectives with which 
the container services were introduced, have been achie~ed, the Rail .. 
way Board have in a note stated: 

·The percentaae of freshly captured traffic to total traffic is on the l Bsis of gf<"SS 
earnm.s it calcullted excluding road elrnillp.: 
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"The principal objectives' of the container services a~ 

(a) to provide door to door service and greater customer satis-
faction; 

(b) to reduce loss and damages incidental to handling; and 

(c) to retrieve traffic lost to road, and to attract new traffic. 

These objectives have been achieved." 

2.27. The container services were introduced on Railways with a 
view to augmenting revenue by capturing bigb r'ated traffic diverted 
to road. Tbe &Dancia) results of tbe services indieate that the actual 
return on the capital invested is far below expectations. In fact two 
seTvices viz. Madras-Bangalore and Bombay-Banplore are operating 
in losses. Besides increase in cost of acquisition of assets over esti-
m3tes, two other factors are stated to have materially altered the fin-
ancial results. That tbe life of the con·tainers was uswned as 40 
years instead of 10 years and that tbe Project Report did not take 
into account the cost of crane operations would show bow far the 
initial an'ticipations on the basis of which the services were sanction-
ed were faulty. A realistic reappraisal of the services is, therefore, 
needed to find out how many of these which were initially found 
'uaUBed have proved to be n'ot so, taking Into account these factoq. 
The Committee would like ·to be informed of the result of review 
and tbe action taken in pursuance thereof. 

2.28. The Committee do not think tbat it is desirable *0 work out 
the prefttability of the container services as a whole, rather than 

. se)t8rately for each service. It is necessary to ascertain tbe indivi-
dualarofttability in order to decide on the continuance or otherwise 
of tbe service. As eacb service is in addition to the existing facility. 
it cannot be continued even if Railways were to incur losses. In tbis 
connection tbe Committee find that the container service hetween 
New Delbi and Kanpur wbich was introduced in May, 1188 had to 
be discontinued in August, 196.9 on the ground that it was not remun· 
erative. 

2.29. Tbe CGmmittee need bardly stress that tbe container servi.:es 
sbould be able to subserve the objective of a·ttracting additional tralBc 
at eompetitive rates without incurring losses. Close-Watch should 
tberefore, be kept on tbe traffic moved from week to week, month to 
montb so as to take timely remedial measures. The financial results 
of tbe services sbould also be worked out promptly in future. 
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Nortberu, North Eastern and Western Railways--Shortrealisatioll 
of freight due to non-weighment of timber wagons • 

. Audit Paragraph 

2.30. The rules for computing cbargeable weight of timber wagon 
loads, provided inter alia as under:-

Timber wagon loads should be weighed on a wagon weighbridge 
.at the forwarding station, if one is provided there. If there is. no 
weighbridge at the starting station, the wagon may be weighed at a 
-convenient weighbridge station en route, which should, as far as 
possible. be the first weighbridge station. In case there is no weigh-
bridge en route, the wagon may be weighed at destination, if a weigh-
bridge is available there. 

At·we~ghbridge stations where the wagons are required to be 
weighed, the station masters should ensure that such weighment is 
done and that the wagons are not pushed on, without weighment. 

When facilities for weighment of timber are not available, logs 
may be measured and the cubical contents so arrived at, converted 
Into weight on the prescribed basis. 

In case weighment particulars are not available for any reason or 
it is not ,possible to ascertain the. ,weight ofU1e consignment by any' 
<Jther method such as measurement, charges should be retained on 
th~ ,:sender's weight or . the' prescribed minimum weight whichever 
is higber. 

2.31. A review of the position of Northern, North Eastern and 
Westertl Railways sbowed that tiinber consignments were not being 
weighed in aU the cases, and in the absence of actual particulars of 
weighment or measurement, the Consignments were charged on the 
basis of sender's weight Or the minimum chargeable weight. In the 
lew cases where consignments happened to be subsequently weighed, 
the actual weight was generally found to be in excess of the invoiced 
weight, and undercharges were recovered accordingly. The omission 
-on the part of the Railway Administration to conduct weighment or 
measurement in respect of entire timber traffic moved. results in 
'Short recovery of freight charges. Computed on the basis of under-
charges detected in cases where wagons were weighed, the loss of 
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ftVenue in respect of timber wagns not weighed or measured, hal 
been estimated as under:-

Railways No. of Periods for which the Amount of under-
staticn~ rcsilion was reviewed charges estimated 

for which 
the position 

was 
reviewed 

-------.--------------
Northern 

Norther Eastern 

'Western 

6 

J6 

January, 1969 to June, Rs. 6· 39 lakhs 
J970 

October, 1969 to June, Rs. 3' 35 lakhs 
J970 

Different spells for d' C- Rs l' 94 IBkhs 
ferent stations varying 
between January, 
J966 to June, 
1971 

._------------------
2.32. It may be mentioned that the minimum weight condition for 

timber was enhanced with effect from 15th July, 1971 for the reasons 
-that actual loadability was found to be more as a result of test weigh-
.ments conducted on different railways and considerable loss was 
being incurred as the wagons were not always weighed. 

{Paragraph 53 of the Report of C· & A.G· for 1970-71 on Railways.) 

2.33. The Committee were informed by Audit that "Out of 3699 
wagons marked for weighment en route and received at 6 stations 
(Narwana, Rohtak, Jind City, Bahadurgarh, Panipat and Kamal) of 
Northern Railway during the periOd January, 1969 to June, 1970, 
only 499 walODl had actually been weighed 1ft route, and all of them 
had been found to be overloaded. In the-case' of traffic booked ; from 
16 stations (Murtiha, Mihir.purwa, Nishangara, Bichia, Katranian-
ghat, Rehta Siding Station, Paulaha, Bellraion, Sonaripur, Mailani 
Kaurialaghat, Tikunia, Gauri Phanta, Dingania. Dudwa, Chandan 
Chowki) of North Eastern Railway during the period from October, 
1969 to June, 1970, the results of weighment in respect of the wagons 
weighed, showed that the actual weight of consignments boo!ced, ex-
·ceeded the invoiced weight by 19 to 40 per cent. On Western Rail-
way the position was studied with reference to 5 stations (Ukai 
Songhad, Navapur, Indore (BG), Pratap~agar and Patanpur) for 
varying periods between January, 1983 and June, 1971. In regard 
to the first two stations. namely, Ukai Songhad and Navapur the 
actual chargeable weight was assessed on the basis of measurements 
recorded in Forest passes. As regards the other 3 stations the excess 
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w,igh.t was determiJled with re~e:fenceto weighments recOJ'ded at. 
the weigh'bridge stations 'en route, vide detailsbelow:::-

Station. No. of wagO!ls 
weished 

No. of wagons 
founa containing ex-

cess weight ----------------_._---------------
Indore (BG) 

Pratapnagar 

Palanpur 

202 149 

475 432 

34 22 
consignments consignments 

----_ ..... -------------. _ ...... _._---
2·34. In a note the Railway Board have stated: "The rules provide 

that timber wagons should be weighed at the forwarding station and 
if there is no weighbridge, the wagons may be weighed at a conveni-
ent weighbridge st~tion en-route which should as far as possible, be 
the first weighbridge station." 

2.3Q. The Committee enquired whether all the·cases of non-weigh-
ment referred to in the Audit para were investigated individually 
in. order to ensure that these were not due to negligence of the staft 
at the weighbrtdge stations. The Railway Board have in a note. 
stated: 

"All the cases could not be examined individually as their number 
ran into thousands. 

However, sample checks have been made which reveal that the 
main reasons fat'llon-wetgbment.was operational difficulties in yards 
which made, it difleult t()l:sort out.and place:on ~ weilhbridge line. 
wagons . requiring weighment." 

2.36. In regard to the provision of weighbridges, the Railway 
Board have stated: 

"It is neither necessary nor feasible to provide weighbridges at 
all timber loading stations. Weighbridges are provided at loading 
stations only if the traffic is heavy and weighment ·at a weighbridge 
en-route or at destination is not feasible." 

2.37. The Railway Board have further intimated: 

"A comprehensive review of the need for providing additional 
weigh bridges for timber traffic has recently been completed by 7 of 

the 9 Zonal Railways and it transpires that the weighbridges al-



n:i:ldy pfovided are adequate to meet the requirements. The remain.--
ing, tw.o RaQw~ys have nDt yet cortlpleted the review." 

2·38. 'To a question as to why, at stations to or from which traffic 
is wagon loads is not heavy, chargeable weight cannot be computed 
by measurement of logs as provided in the Tariff, the Railway Board' 
have replied: 

"Chargeable weight can be computed on the basis of measurement 
in those cases where the logs are big and m~re or less uniform in 
size. For small lo~ and "ballies" and logs of uneven size and girth 
measurement is a cumbersome and time conswnir.g prQCess and, 
therefore, not pra~icable." 

2.39. The Committee d~sired to know whether, in view of the fact 
that it was not practicable in the course of Railway operation to 
detain or detach wagons for weighment purposes or to calculate 
weight by measurement the Hallway Board had contemplated revi-
sion of the; ,relevant rules or to prescribe any altemaUve px:ocedure. 
In a writt~n note furnished to the Committee the Railway Board 
have bitfmated: 

"With a"view to eJlSuring that ,~re is no losl of revenue on RC" 
cOU1lt o! nQn-weig~ of timber w.,ons particularly in cases in' 
wJpcll.Jt is not poaaible ,to weigh them, at weighbridge stations due 
~,~~f#()p8l ,rlil4fQps,. ,or to"ascel1ain the weight of logs by measureo-
~el;lt. the ,~tniJlllUI:Jla weight ,condition, for timber bas been ebhaneed 
with effect from 15th July, 1971, as detailed belew! 

Logs & Ba/lies 

B.G. 
M.G. 
N.O. 

Sau!n Ti",ber 

B.G. 
M.G. 
N.G. 

-----

Prior 10 
r5~7-71 

Qtla. 

ISO 
110 

65 

ISS 
125 
65 

From IS-7-71 

Covered 
wason. 

Qtla. 

IS5 
135 
75 

Open 
walOns 

Qtla. 

175 
uS 
65' 

I n co vered or 
opened 

wasons 
Qtls. 

2IS 
140 

8S 
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The question of further raising the minimum weight condition or 
alternatively introducing wagon rates or rates based on floor areas 
of wagons is being examined with a view to eliminating weighment 
while guarding against loss of revenue." 

2.40. The Committee cannot but express their concern over the 
i:onsiderable leakage of revenue in timber tramc. The rules provide 
for either weighment or calculation of weight by measurement of the 
logs. The failure to do so in !!1x stations of Northern Railway alone 
amounted to undercharges estimated at Rs. 6.39 lakhs during the 
period January, 1969 to June, 1970, according to Audit. It has been 
explained that in all cases weighment is not possible due to opera-
tional dimculties and measurement is also not practicable. In the 
absence of weighment or measurement, charges sh'ould be retained 
on the. sender's weight or the prescribed minimum weight, whichever 
is higher. Admittedly, loadability of the wagons was more than the 
mbiimum weight prescribed. Although the minimum weight con-
dition for timber was enhanced with effect from 15th July, l,9'll, the 
Railway' Board have intimated that the question of further raisin. 
the minimum weight condition or alternatively introducing wagoa 
rates or rates based on floor areas of wagons is being examined with 
·a view to eliminating weighment while guarding againlt 10lIl or rave-
:Due. As, there il considerable leope for aUIID_tln. revenue, this 
-questiOD should be expeditiously eDlDiDed with the sense of urpa.q 
that it deserves and luitable measures taken to obvJalte Illort-eoilec-
ti..... Action taken in thil reprd may be reported to the Committee 
within thNe 1I10n ..... 

Western Railway~Undercharges in recovery of freight 

Audit . Paragraph 

2.41. According to I.R.C.A. Coaching Tariff, chillies green, onions, 
potatoes, garlic etc., when booked at owner's risk, are to be charged 
at scale 4 rate with effect from 1st April, 1970. However, a test check 
of the records of 15 stations for periods ranging from April, 1970 to 
March. 1971 showed that these commodities had been charged as 
vegetables at scale 5 rate. This resulted in undercharges to the ex-
tent of Rs. 54 thousand out of which Re;. 9 thousand are stated to have 
since been recovered, leaving a balance of Rs. 45 thousand still to be 
reco',;eied. 
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2.42. The minimum weight condition· for wagon load traftlc in res-

pect of sulphur was inCreased from 150 and 110 quirltals per B.G. and 
M.G. wagon respectively to the carrying capacity of the wagon used, 
with effect from 1st February, 1970. A test check of the records of 
one station for the period from 1st February, 1970 to 24th July, 1970 
showed that the chargeable weight had not been computed correctly, 
resulting in undercharges to the extent of Rs· 77 thousand out of 
which Rs. 3 thousand have since been recovered, leaving a balance of 
Rs. 74 thousand still to be recovered. 

2.43. A test check of the records of one station for the period from 
June, 1966 to October, 1967 showed that freight charges in respect of 
petroleum coke traffic had been invoiced on the. basis of carrying 
capacity of the B.G. wagons used, instead of carrying capacity plus 
2 tonnes, as required under the extent instructions. This resulted 
in undercharges to the extent of RI. 21 thousand out of which no re-
covery has been effected so far. 

[Paragraph 55 of the Report of C. & A.G. fOl' 1970-71 on Railways.J 

2.44. The Committee enquired whether the changes in Tariff were 
not satisfactorily explained to the staft and whether the implementa-
tion of such changes was not watched by the inspection oftlcials 
as a result of which. undercharges mentioned in the Audit para re-
mained ut:,:ietected. In reply the Railway Board have in a written 
Dote stated: "Deaptte the fact that chaDgee in TarU! are fully 
explained ·to the staff and superviSOry oftlcials carry frequent inspec-
tions, lapses on the part of the station staff in charging the correct 
freight do occur occasionally. Some of the resultant undercharges 
are detected by the Accounts Offtce in the course of the prescribed 
test checks conducted by them and the necessary recoveries made; 
this happened in the present case also." 

2.45. Asked about the action taken against the defaulting staff 
involved in the cases referred to in the para, the Railway Board 
have intimated: "Regal'ding undercharges on sulphur, chillies, onions, 
potatoes and garlic, staff responsible are being suitably taken up. 
Regarding petroleum co~e, the Western Railway employees respon .. 
ble for incorrect levy of freight at the time of delivery had retired on 
2nd October, 1967." 



2.46. The present position in regard to recovery of the under-
charges mentioned in the Audit para. is stated to· be under: 

---------_.- .. _-
S.No. Commodities Under-

charges 
detected by 

Audit 

Under-
charges 
realised 

Under 
charges 

still due to 
be r~covered 

Rs. Rs. Rs. 

I. C;hillies green, onions, potatoes, garlic, 
gtnger green, yams, etc. 53,856 ' 75 13,267' 50 40 ,589'25 

2, Sulphur 76,657'00 20,98S' 00 SS,672'CO 

3, Petroleum coke 21,351'00 21,351'00 Nil 

Total 1,51,864'75 S5,603' so 96,261'25 

2.47, In reply to another question the Railway Board have stated 
that the position at other stations was being reviewed. 

2.48, As regards the steps proposed to be taken to avoid recur-
rence of such cases in future, the Railway Board have stated: "Rail-
way Administrations have been directed to ensure that at all import-
ant goods booking stations, Inspectors carry out test checks every 
month to see that the staff are levying correct freight charges. They 
have further been advised to carry out . intensive checks when 
changes in rates, weight conditions etc. are notified.'.' 

2.49. The Committee pe QODCle~ te. I..,. that a teat· claeek 
of the records of certaia atatiOllS ,ill W_ena Bailway f_ .... 
months revealed mistakes in either applieatioa of rates or eomputa-
tion of weight resulting in ~der-charge. to. the extent of Re. 1.52 
lakhs. The results of the review, of the position at the other stationl 
of the Western Railway and in other zonal, railways may be bltimated 
to the Committee. 

Z,SO, The Committee have reasons to believe that the mistakes 
have been fairly widespread. The checks by the Accounts Depart-
ment and the supervuory otllcia" of the Commercial Department 
have not beeD evidently etleetive enough. 'l,be Committee would 
like to know whether the responsibility of the supervisory oftidals 
and the Accounts Department for not detecting the mistakes was 
examined and if so the action taken in pursuance thereof 'lbay be 

.4imatecl. 
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SMdh Ceatral Bailway-81aort realisation of earainp 

Audit Paragraph 

2.51. There is regular booking of electrical appliances at a sidine 
provided for a factory manufacturing such appliances near Lingam-
palli station. The consignors were allowed the benefit of full wagon 
for loading these appliance .. , even though the weight of the articles 
loaded in each wagon was far below the minimum of 110 quintalS 
prescri,bed for a wagon load of electrical appliances. Freight charges 
were levied by the Railway Administration at the smalls rate on 
actual weight subject to a minimum of 45 quintals applicable to 
bulky articles, but the wagons were exclusively utilised for these 
consignments only upto the destination stations. If the consign-
ments had been treated as smalls, other goods could have been 
loaded in these wagons to the extent space was available. The 
Iesultant under-utilization of wagons was pointed out in September, 
1970. The Railway Administration decided in September, 1971 to 
charge these consignments on the basis of minimum weight of 110 
quintals prescribed for electrical appliances when carried in wagon 
loads. The earlier practice of charging these conSignments as small 
resulted in short realization of earnings to the extent of Rs. 4.14 
lakhs during the year 1968-69 to 1970-71. 

(Paragraph 56 of the Report of C.&A.G. for 1970-71 on Railways) 

2.52. The Committee enquired why could not the miaimum weight 
'condition of 110 quintals be made applicable to the cases where the 
consignors were allowed the benefit of full wagon. In a written note, 
the Railway Board explained: 

"Most of the consignments in question were bulky in nature. 
Rule 164(1) of the mCA Goods Tariff No. 33, Part I, which 
-deals with bulky goods is reproduced below:-

"164(1): Bulky articles fully occupying a wagon: When 
goods tendered for conveyance are of such a descrip-
tion that owing to their bulk, measur~ment or other 
cause, it is found impossible to load each areas guage 
wagon to the extent of 60 quilitals and each metre gauge 
wagon to the extent of 40 quiritals and each narrow 
'!iZauge wagon to the extent of 35 quintals, such goodlwill 
be subject to a charge as for 60 quintals. 40 quintals and 
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.~pqUinta18 r-.pective).y. for W.8jQ11s, at, the. "amaHs" rate 
right through to destination irrespective of whether a 
break-of-gauge is involved or not, except in cases in 
which a special minimum is quoted in this Tariff or 
otherwise notified when such minimum will apply. If 
charges at the wagonload rates for the prescribed min.-
mum weight for the wagonload are less than the charges 
at the "smalls'; rate, charges at wagonload rate will 
apply." . 

Prior to 15-4-1972 the above minimum weights stood at 45, 30 and 
30 quintal'a respectively. As bulk of the consignments loaded, fully 
occupied the wagons, the wagons were sent through to destination 
and freight charges were levied oil actual weight fur a minimum 
weight of 45 qu!ntals as provided for in the above rule. In a few 
case', some space was left in the wagons but further loading could 
n:.t be done as that would have damaged the components already 
loaded, which were of a very delicate nature. 

It m~y also be explained that 110 quintals is neither the minimum 
weight prescribed for making wagons available .to a consignor nor 
a min:mum we:ght for charge. It is only a condition for giving the 
benefit of the wagon load scale of rate as distinct f-rom the scale of 
rate applicable to smalls consignments. Consignments offered in full 
wagon loads are charged at lower rates as compared to consignments 
offered in small lots i.e. as "smalls" Depending upon the loadability 
cf commodities, different weight conditions have been prescribed for 
d'fferent commodities for moving up a wagon 102.t:i. 110 quint aiR is 
one such weight condition applicable to electrical appliances. It 
implies that if a party offers a weight of 110 quitals or more, it gets 
the benefit of the wa·gon load rate and if the weight offered is less 
than 110 quintals, the rate applicable to "smalls" is charged. How-
eve-, l'1:'eight charges on bulky articles are· leviable on actual weight 
subject to the mtnfmum prescribed in Rule 164(1) reproduced above.'~ 

2.53. The Audit paragraph states that the under-utilisation of 
wagons was pointed out by Audit in September, 1970 but the Railway 
Administration decided in September, 1971 to revise the rates. Asked 
why could not orders for rectification of mistakes be issued soon after 
in~tead of only in September, 1971, the Railway Board stated: 

".In the flrst place it may be stated that the· decision to charge 
every wagon for a minimum of .110 qUintals was taken by 

• the ltaibvay in June, 1971 and not in Sej;)tember, 1971.. The 
issue rai~ed by the Audit was of 8 complicated nature. 
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The point raised by the Audit was in con1lict with Rule 
164(1) of the Goods Tariff. The Railway had, therefore, to 
examine the matter in all its aspects before deciding to 
charge every wagon for a minimum of 110 quintals. How-
ever, as the consignments were of bulky nature already 
covered by Rule 164(1), this decision of the Railway was 
not correct and resulted in over-charges. The matter is 
being examined separately with a view to issue suitable 
instructions to the Railways." 

2.54. In reply to another question the Committee were informed 
that freight charges were now being recovered in accordance with 
the decision taken in September, 1971. 

2.55. This is a case of gross under utilisation of wagons and COn-
sequent substantial short-realisation of revenue. Even though the 
weight of the articles loaded in each wagon was for below the mini-
mum of no quintals prescribed for a wagon load of electrical ap-
pliances, frel,ght charges were levied by the South-Central Railway 
Administration at the 'smalls' rate on actual weight subject to a 
minimum of 45 quintals applicable to bulky articles when the wapns 
were exclusively utilised for these consignments only. The short-
realisation of revenue wa. to the extent of as. 4.14 lakln during'" 
the years 1968-69 to 1970-71. Although the South-Central RailwaY 
Administration decided in September, 1971 to charge these consign-
ments on the ba.i. of minimum weight of llG quintals, the Railway 
Board have stated that this decision is not correet in view of the 
provisions of Rule 64(1) of the IReA Goods Tariff I'overning trans-
port of bulky articles fully occupying a wagon. In the opinion of 
the Committee .no lacuna in the rule should be allowed to operate 
to the de'triment of revenue espeeially at a time when the Railways· 
are in a desperate need to augment revenue. They would, therefore. 
call for a comprehensive review of the position with a view amend-
ing the rule suitably to safeguard the interest of Railways. The-
action taken in this regard may be reported to the Committee within 
six months. 
Western Railway-Undercharges in freight on refined .groundnut oj[ 

Audit PaTClgTaph 
2.56. The extent rules provided that refined groundnut oil shOUld' 

be charged at class 100-C in smalls and 75-B (sepcial) in wagon loads' 
from 8th October, 1969, at class 105 in smalls and 87.5 in wagon loads 
from 1st April, 1970, and at class 1-85 in small and 85 in wagon loads 
from 7th November, 1970. However. a test check of the records of 
8 stations for varying periods between October, 1969 and January 
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.1971 showed that the commodity had been wrongly charged as 

.groundnut oil, not otherwise classifioo, under the main head "Oils-

.Division-D" at class 75-C In smalls and 65-B in wagon loads (cla',is 
80 in small and 65 in wagon loads from 1st April, 1970). This 
resulted in undercharges to the extent of Rs. 1.60 lakhs out of which 
Rs. 94 thouS9.nd are stated to have since been recovered, but Rs. 66 ' 
thousand are still to be recovered. The Railway Administntion 
stated in November, 1971 that failure on the part of the staff con-
cerned would be taken up and the records of other stations reviewed 
to find out whether similar undercharges have taken place there. 

2.57. A further review of the records of six other stations con-
ducted by Accounb and Audit revealed undercharges of Rs. 50 
thousand. 
'(paragpraph 57 of the Report of C. & A.G. for 1970-71 on Railways]. 

2.58. The Committee desired to know the reasons leading to under-
charges in the case of refined groundnut oil at a number of stations on 
-the Wesiem Railway and the steps taken to avoid recu~rence of 
.such cases. In a note, the Railway Board have stated: 

"There are two main reasons for these undercharges:-

(i) The deseriiltion given in the forwarding notes by the con-
signors was not clear aDd the staft charge the consign-
ments as for groundnut oil not otherwise clusUied in-
stead of charging them at the rates applicable to ground-
nut oil refined, and 

(ii) errors on the part of the station staff. 

The attention of the staff has been drawn to lapse and the need 
for levy of correct charges has been emphasized. Super-
visory staff have also been advised to carry out frequent 
checks." 

2.59. The Committee were informed that out of the undercharges 
-amounting to Rs. 116 thousands, a sum of aboutRs.5,OOO had been 
cleared, leaving a balance of Rs. 111 thousands still to be cleared. It 
was further stated that the review of the record'~ of other statlons 
lYas in progress. 

2.60. As regards the action taken againstdefaulttng staff both at 
'stations and in the Accounts oiftlce the Railway Board int'mated: 
"Three Statton MaSters, 4 Goods Clerks Ind. Assistant GooasClerlcs, 
have been punished. One Good Clerk bas been warned. Action 
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against the other staff is its progress." 

2.61. In reply to a question as to the steps taken to ensure that 
similar irregularities did not occur on other Zonal Railways, the 
Railway Board have stated: 

"Other Zonal Railways have been asked to conduct review of the 
station records to ensure that similar irregularities have not occur-
red at stations on their Railways and to take action to realise the 
undercharges, if a.ny, detected. The result of the review will be 
available only when the work is completed. 

Furthermore, Railway Administration have been directed to en-
sure that at all important goods booking stations, inspectors carry 
out test checks every month to see that the staff a.re levying correct 
freight charges. They have further been directed to carry out In-
tensive checks when changes in rates, weight conditions etc. are 
notified." 

2.82. This is yet another case of short collection of freight charras 
to the extent of Rs. 2.10 lakhs in Western Railway that went unde-
tected by the superviSory ofticials and during intemal cheek by Ac-
counts Department. That there is a need to tip'ten up supervisory 
checks and Internal Audit by the Accounts Department is clearly 
indicated. The Committee would like to know the action 'taken for 
the failure of the Accounts Department in the matter. 

2.83. The Committee would await the results of the review of the 
position at other stations of Westem Railway and in other Zonal 
Railways. 

Eastern Railway-Misappropriation of railway cash 

A udit Paragraph 

2.64. On receipt of a report from the Station Master, Farakka in 
October, 1970, that a fraud was suspected in the goods accounts of 
the station, detailed investigations were conducted by the Accounts 
and Commercial Inspectors a·nd again by a Fact Finding Enquiry 
Committee consisting of offtcers of the Accounts and Commercial 
Departments of the railway. The report submitted by the Fact 
Finding Enquiry Committee concluded that an Assistant Goods 
Clerk of Farakka Station had defrauded the railway to the extent 
of Rs. 59,112 during the period January, 1969 to September, 11970 out 
of which Rs. 9,100 were made good by him in October; 1970, leavinl 

3373 L.S.-5. 
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a balance of Rs. 50,012. The Report also brought out temporary 
mis-appropriations amounting to Rs. 93,806 which were being made 
good within 1 to 1>10 days of the realisation of the cash. 

2.65. The modus operandi of the fraud was by keeping freight 
and other dues against which payment was made to the station by 
a certain party in credit notes, out of account or as outstanding and 
setting off these credit notes against transactions which had to be 
(and were in fact) settled in cash; non-accountsl or short accountaJ 
of freight earnings in other cases or non-accountal of cash received 
in other cases by showing them as dues outstanding. 

2.66. The Fact Finding Enquiry Committee held that the fraud 
tould have been detected at a very initial stage, if the Accounts and 
£ommerciaJ Inspectors, while on their periodical visits to the station, 
had performed their duties well. They also observed that if the 
(:redit notes had been linked up with the particulars of transactions 
for which these had been tendered, the fraud could have been 
dete<;.ted in the course of internal check conducted by the Tram" 
Accou!lts Office. 

2.67. The 'Assistant Goods Clerk and the· Station Master concern-
t.!d have since been placed under suspension. The question of dis-
l):i.plinary action against other staff responsible for lapses on their 
part, is being examined by the Administration. The case has 8l11o 
been reported to the Police. 

[Paragraph 64 of the Report of C· & A.G. for 1970-:71 on Railwn.ysl 

2;68. The investigation of this Cage was undertaken on a report 
in October, 1970 from the Station Master, Farakka though the ttre-
gularity had been committed by the Assistn.nt Goods Clerk from 
January 1969. The· Committee enquired how the fraud, though 
spread over a period of over one year and 8 months, could not be 
detected in the course of normal prescribed checks by the Inspec-
torial staff during their periodical visits to the station and by the 
Traffic Accounts sta·ff at the time of internal check. In a written 
note furnished to the Committee, the Railway Board have stated: 

"The modus operandi of the fraud was that the amounts of credit 
notes received from the Farrakka Barrage Project in payment of their 
dues (towards Shunting Charges of Engines, Goods Freight, etc.) 
were set off either wholly or partly against the transactions of other 
parties from whom dues wer~ realised in liquid cash. Correspond-
ingly, the transactions of Farrakka Barrage Project were kept either 
out of account or shown as outstanding and the liquid cash to that 
extent was misappropriated. 
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The rules prescribe periodical inspections of station records by 
Commercial Inspectors. Accounts Inspectors are also required to 
carry out necessary checks over the transactions relating to certain 
dates and periods only. In the case under consideration, irregular 
maintenance or non-maintenance of certa·in important station records 
by the. station staff inspite of repeated reports by the Inspectors 
was found to be the main reason for non-detection of the fraud in 
time· 

. Nevertheless, the inspectors who had worked during the material 
period have been held responsible for their perfunctory checks and 
other lapses. As a result, appropriate disciplinary action has been 
and is being taken. 

As per rules of internal check prescribed for observance in the 
Traffic Accounts Office, Credit Notes received in payment of Rail-
way dues are required to be linked with the relevant entries in the 
Station Returns. There has been a failure in internal check in this 
regard." d.,., ..,. .. 

2.69. Asked whether the delay in detection of the fraud was due 
to connivance of the other. staff or due to any short-coming in the 
procedure of check followed at the station or in the Accounts omce-, 
the Railway Board have stated: 

"As' per Assistant Officer's enquiry report, the Station Master, 
Farraka was found responsible for conniving with the Assistant 
Goods Clerk who committed to fraud over a period from as early 
~ 1989 but the matter was reported by the Station Master only in 
OctpPer, 1970. 

There was short-coming in the proper observance of the extent 
procedure of internal check in the Traffic Accounts Office· 

The Inspectors of Station Accounts who inspected the station 
during. the material period could not .link up properly the amounts 
of Credit Notes with the corresponding records due to irregular 
maintenance or non-maintenance of certain important station records 
by the station staff. 

More detailed instructions have been givep to the Accounts Staff 
atnd Inspectors to guard against the possibility of such frauds in 
future." 
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2.70. The Committee desired to know the checks preScribed at 

present for detecting irregularities of the type committed in the pre-
seot case and how far they were effective. In this connection, the 
Railway Board have stated,: 

"The checks prescribed for detecting irregularities of the type 
under discussion are three fold viz:-

(i) checks in the Traffic Accounts Oftlce to see that the 
amount of each individual credit note tallies with the 
amount shown in the relevant entry in the correspondina 
Station Return; 

(ii) Periodical Inspectiog~ of Station Records by Commercial 
Inspectors; and 

(iii) Periodical Inspections of Station Records by Inspectors of 
Station Accounts . 

.. -The checks referred to in item (i) above ~re ,effective to the ex-
tent of enabling detection of discrepancies. if any, in the actual 
amounts of the Credit Notes and those in the returns. The checks 
indicated in items (Ji) and (iii) however, relate to transactions for 
a few items on the dates of inspection and in some cases, relating to 
a few selected dates. If the irregularity committed falls witJV,n the 
items and dates covered by the inspection, it should be possible to 
detect the same.' 

It is considered that the checks prescribed under the rules are 
adequate. However, further detailed instructions at the Zonal rail-
way level have been issued for the guidance of the concerned staff. 

Rules provide that in the course of internal check in Traffic Ac-
counts Oftlce, credit notes received in payment of Railways dUel 
should be linked with the relevant entries in the Station Retul'lll. 
Action is being taken to pin-point responsibility on the stair for 
failure to observe these rules." 

2.'~1. As regards the action taken against the staff found responsi-
ble, the Railway Board have intimated as under: ' 

"The action taken against the staff found responsible ,Is detailed 
below:-
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1. Commetci4l StILI. 

2 Outsta.ndina Inspectors have been severely warned; 1 T J. (C) 
who worked !lPto February, 1970 has been warned and action 8iainat 
the other T.I (C) is being processed. 

2. Accounts Inspectors. 

The competent authority had passed orders for stoppage of in-
crem~ts for 6 months non-cumulative on one of the T.I.A. and cen-
sure on another Inspector of Accounts. Disciplinary action against 
the other T.I.As. is still being processed. 

3. Traffic Accounts Otfiice Staff. 

Necessary action is being taken to fix responsibility for their 
failure to exercise proper checks on the related Credit Notes." 

2.72. In regard of the findings of the Special Police Establishment 
to whom the case has been referred for investigation, the Railway 
Board have informed: 

"Since reporting of the case to the SPE, Calcutta for launch-
ing criminal prosecution against the Assistant Goods Clerk 
concerned, neither the progress of their investigation, nor 
the 1lndings have yet been intimated to the Railway 
Administration. The matter is being pursued with the 
Police Authorities vigorously." 

Z. 73· The Committee are distressed to learn that despite inbuilt 
checks and counter-cheeks, fraud and misappropriations involving 
Rs. 1.53 lakhs of roods earninp and spread over a pe1'iod of over one 
year aDd 8 months did not come to)ight till a report was made by the 
Station Master, who was himself found to be conniving with the 
delinquent official. The Committee particularly take a serious view 
of the failure of internal check in the Trame Accounts Office and 
regret that the responsibility therefor has not been fixed even after 
a lapse of 2 years. They would W'(e that suitable action should 
be taken for the failure without further loss of time to ad as elec-
tive deterrent against any such laxity in future. 

2.74. The Committee need hardly stress that severe disciplinary 
action against the culprits-Assistant Goods Clerk and the Station 
Master-sho"d be taken without delay. The Committee note that 
the cue has been reported to the SPE, Calcutta for launching c?mi-
nal prosecution apinst the Assistant Goods Clerk and that neither 
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progress of their investigation nor the findings have yet been intima· 
ted to the Railway Administration. The matter requires to be expedi-
ted. The Committee may be apprised of the outcome of the case and 
action taken to recover ·the balance amount of Rs. 0.5 lakb. 

NEW DELHI; 
March 2, 1973 
JiiiiiZgulla'U;'li194'(S) . 

ERA SEZHIYAN, 
Chairman. 

Public Accountll Committee. 



APPENDIX 1 
(See Para 1.47) 

Statement giving details of the production and rail movement 01 
17 commodities. 

Commodities 1970-71 Percentage 
Variation --------------------------------

I. Coal 

2. Iron Ore 

3. Manganese Ore 

4. Other Ores 

5. Iron & Steel • 

6. Cement. 

Prod. 
Rail Movement 

N.T.Kms. 

Prod. 
, Rail Movement 

N.T.Kms. 

Prod. 
Rail Movement 

N.T. Kms. 

19.776 
18,10 5 
(91' 6) 

5,403,166 

1,584 
1,364 

(81' 1) 
750,546 

• Prod. Rail ~(lyell\ent .1,3117 
1,005 

(72' 5) 
N.T. Kms. 594,420 

Prod. 
Rail Movement 

N.T.Kms.· 

, Prod. 
Rail Movement 

N.T.Kms. 

7,486 
!. 7,653 

(102' 2) 
9,309,693 

11,057 
1 8,892 
(80'4) 

4.188,825 

7. Food gralne , , . Prod, 
(excluding Import content) Rail'Movement 

74,231 
8,592 

(u' 6) 
13,044.244 

8. Oil Seeds 

9. Sugar Cane 

10. Sugar 

N.T.Kms.· 
Prod, 
Rail Movement 

N.T.ml. 

Prod. 
Rail Movement 

N.T.kml, 

Prod. 
Rail MovementJ 

N.T.ms . 

• R=lates to total trame, i neluding imporh. 
65 

6,425 
1,292 

(20' I) 
1,198,150 

92,826 
1,972 

(2'12) 
1060455 

i 2,147 
( 1,575 
73'4) 

1,122,630 

22.228 
21,275 
(95' 7) 

7,465,108 

1.456 
1,478 

(101' 5) 
610,681 

2,206 

1,335 
(60' 5) 

857,107 

7,265 
~ 7.752 
(106' 7) 

9,409,870 

13,956 
II,Ol8 
(78.9) 

6.9900482 

107,8u 
13,3104 
(12'3) 

14,504,666 

9,188 
1,044 

(II' 4) 
1,075,670 

124,100 
2,780 

(2' 24) 
139,524 

-18'69 

(-) 2'64 
-17'0 

+12'40 
'I 17' 51 

i 311'16 

(-) 8'08 
'18' 36 

(-)18'64 

-t 59'05 

·f 2,114 
'+44'19 

(-) 2'95 + 1'29 

-f 1'08 

+26'22 
.-1' 23'91 

+66'88 

-125'24 
+54'96 

-I II' 20 

+43'00 
(-) 19'20 

(-) 10'26 

+ 33'69 
-, 40'97 

+31'06 . 
3,756 -j 74'94 
1,258 (-) 20' 13 

(33' 5) 
935,402 (-) 1"68 
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Commodities 1966-67 1970-71 Percentage 
vlriation 

-------
II. alW Jute Prod. 964 884 (-) 8'30 

Rail Movement 761 68~ (-)9'72 
(78'9) (77'7 

N.T.kIn •• 462,648 490,971 i 6'12 

13. Rawconon Prod. 895 820 (-) 8'38 
Rail Movement 474 376 (-)zo·68. 

(53'0) (45'9) 
N.T.kms.· 521.176 490,163 (-) "9S 

13· Tel Prod. 375 405 +8'00 
Rail Movement 291 34' (-) 16'81 

(77'6) (60' 5) 
N.T.kms. 508,690 339,z88 (-) 33'30 

14· Salt Prod. 4.520 S,S9Z +23'72 
Rail Movement 2.348 2,SZI -! 7'37 

(51' 9) (45' I) 
N.T.kms. 2,365.337 3,194.080 -135'04 

IS· Piper & Paper Bolrd Prod. .602 'i' +:15' 7 
Rail Movement '34 8 9 +21'1 

N.T.kms.· 
(121'9) (I I,· 4) 
900.734 1,031,061 + 14'47 

16. Jute manufll:tured Prod. 1,120 954 (-) 14'82 
aail Movement z67 366 -j 37'08 

(23' 8) (38' 4) 
N.T.kms. 275,886 48S.20S +75'87 

17· Cotton maDufactured Prod. 1.142 1,380 + 20'84 
aail Movement 266 190 (-) 18'51 

(a3' 3) (13'8) 
N.T.kms. 413.665 • z66,248 (-) 3S'64 

- .... - .-----.- .. ~ .•. 
____ 4 _____ • __ • __ 

Non :-(1) PrQduc:tion and rail movement figure. are ill 000 tonm:s. 
(z) N.T. kms. (net tonne kma) fiaure. are in OCO&. 

(3) PilUres in brackets are percentile of rill movement to total production. 

• Relates to total trdic, includm, impoI'U. 
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