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INTRODUCTION 

I, the Chairman of Railway Convention Committee (1996) having been 
authorised by the Committee to submit the Report on their behalf, present 
this Second Report on the subject "Ninth Plan Perspcctive-Infrastructural 
requirement of Indian Railways." 

2. The Committee took evidence of the representatives of the Planning 
Commission, Ministry of Finance, Power and Railways (Railway Board) on 
30th December, 1996. The Committee wish to express their thanks to all of 
them for placing before the Committee detailed notes on the subject and 
for furnishing whatever information desired in connection with the exami-
nation of the subject. The Committee al&O appreciate the frankness with 
which the officials shared their views, perceptions and constraints with the 
Committee. This enabled the Committee to come to right conclusions in 
the matter. 

3. As per the Approach Paper to Ninth Five Year Plan, the country's 
economy will grow at the rate of 7%. The Committee feel that in order to 
achieve the above goal, the Indian Railways should grow at the rate of 
10 to 15 per cent. Hence, the Committee has recommended that the Plan 
outlay of Rs. 65,000 crores asked for by the Railways for the Ninth Five 
Year Plan should be accepted by the Government. 

4. The Committee find that there is "an urgent need to bolster the 
infrastructure of Indian Railways. In this connection, the Committee are of, 
the firm view that the responsibility for capital cost for creation of 
infrastructure should not be borne by Indian Railways any more. The 
Government should finance tOO per cent expenditure on development of 
infrastructure for Indian Railways as is being done in case of development 
of roads, ports and airports. Even in all the countries world-over, the 
capital cost for creation of infrastructure is the responsibility of the 
Government and their Railways only invest on rolling stocle. 

5. In regard to Management Reforms, the Committee are of the view 
that keeping in view the growth in the volume of Railway purchases, a 
post of Member (Stores) needs to be created in the Railway Board. 

6. The Committee feel that development does not only mean laying new 
railway lines and procuring new rolling stocle. The development can be said 
to be wholesome when the safety aspect is not compromised. Keeping in 
view, the frequent accidents, derailment and dacoities, the present parame-
ters of railway safety needs to be examined de-novo and therefore the 
Committee have recommended tbat the prescnt set up for Railway Safety 
should be beaded by a full-fledge Member at the apex level of Indian 
Railways. 

7. In an era of acute financial cruncb, the Committee deprecate the 
manner in which the Railways have gone ahead in the creation of six morc 
Zonal Railways. They feel that the entire issue has been bandIed 
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lackadaisically as it can be seen that even after a lapse of six months of 
their creation, the Railways could not define the jurisdiction of the newly 
created Zonal Railways. According to the Committee, with the growth in 
the volume of freight and passenger traffic, the need for creation of more 
Railway Divisions should have been given weightage instead of going in for 
more Zonal Railways. 

8. The Report was considered and adopted by the Committee at their 
!>illing held on 11th March, 1997. The Minutes of the sittings held on 
30lh December. 1996 and 11th March, 1997 form Part II of the Report. 

l). The observations and recommendations have been printed in thick 
Ivpc <lnd form Chapter XIII of the Report. 

NEW DELIII; 
March 11. 1997 

Phu/gllna 20. 1918 (5) 

MANORANJAN BHAKTA, 
Chairman, 

Railway Convention Commillee. 

., 



CHAPTER I 

BRIEF HISTORY OF INDIAN RAILWAYS 

1.1 The Railways arc an integral part of our socia-economic life. The 
first train in India steamed out from Bombay's Boribunder to Thane 
covering a distance of 21 miles on the 16th April, 1853. After one year the 
line was extended to Ka\yan upto which the residential area then extended. 
Similarly, the first passenger train from Calcutta, the then capital of India 
and the centre of the jute and tea trade, was run in 1854 when the first 
section of the then East India Railway from Howrah to Hoogly was 
opened. This was extended to Vardhaman in the next year. However, the 
first train in South India was run by the Madras Railway Company in 1856 
from Veysarpadi to Walajah Road, covering a distance of 63 miles. With 
this modest begining, the Indian Railways have now grown to its present 
gigantic organisation. 

1.2 In the 144 years of its existence, it has successfully adapted itself to 
the changing needs of travel and transport in the Country. As on 31 March 
1996, the network consists of Broad, Metre and Narrow Gauges totalling 
1,08,336 track kms., the break-up of which is given as under:-

Gauge Route km. Running track Total track 
km. km. 

Broad Gauge 40,620 57,088 79,843 

Metre Gauge 18,501 19,559 24,269 

Narrow Gauge 3,794 3,794 4,224 

1.3 The Ministry of Railways functions under the guidance of the 
Minister of Railways. The day-ta-day affairs and formulation of policy are 
managed by the Railway Board comprising the Chairman, Financial 
Commissioner and functional Members. Wide powers are vested in the 
Board to effectively supervise the running of the Zonal Railways; Metra-
Railway, Calcutta; the Production Units; Construction Organisations and 
other Railway establishments. These arc generally headed by General 
Managers. 
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1.4 The table below shows holdings of locomotives; passenger carrying 
fleet and wagons. 

Number of locomotive. Paucnger Coachel Othcr Total 

Yellr Steam Diesel Electric EMU Conven- Coaching Wagons 
tional Vehiclcs on line 

Number Number 
in 

units 

1950-51 8120 17 72 460 13109 6059 205596 
1960-61 10312 181 131 846 20178 7415 307907 
1970-71 9387 1169 602 17!K) 24676 8719 383990 
1980-81 7469 2403 1036 2625 27478 8230 400946 
1990-91 2915 3759 1743 3142 28701 6668 346102 
1991·92 2492 3905 1871 3366 29493 6491 346394 
1992-93 1725 4069 2012 )444 30322 6158 337562 
1993·94 911 4192 2117 3537 30561 5955 312405 
1994·95 347 4259 2302 3618 30060 5536 291360 
1995-96 209 4313 2387 3692 29758 5654 280791 

1.5 Almost all the double/multiple tack sections and electrified routes lie 
on Broad Gauge. Metre and Narrow Gauge are mostly single line and not 
electrified. From 1950-51 to 1995-96, traffic density (million GT kms. per 
running track km.) has increased from 4.29 to 13.71 on BG. 

1.6 Indian Railways have nearly 1.196 lakh bridges, of which 10465 arc 
'Major Bridges' with a waterway of more than 18m or a clear opening of 
12m, in anyone span. In 1995-96, 418 bridges were rebuilt/rehabilitated. 

1.7 As on March 31, 1996, IR maintained 40671 level crossings of which 
16117 had gatemen. Unmanned crossings considered unsafe becausc of 
visibility problems or density of traffic are taken up for conversion to 
manned gates. Busy crossings are being upgraded with advanced safety 
devices and lifting barriers. 

1.8 Indian Railways own 4.19 lakh hectares of land which is mainly used 
for locating operational and service infrastructure such as track, stations, 
workshops and colonies. The break up of the land is as under:-

(Area In Iakhs of bedara) 
(i) Track and ctructures including stations, colonies etc. 3.33 
(n) Afforestation 0.35 
(iii) 'Grow more food' scheme 0.19 
(iv) Commercial licensing 0.04 
(v) Other uses like pisciculture 0.01 

(vi) Encroachment 0.02 
(vii) Vacant land 0.25 
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1.9 Today, out of the seven major trunk routes connecting Mumbai, 
Calcutta, New Delhi and Madras, five are fully electrified and work is in 
progress on the other two. 

Over the years, progress of electrification on Indian Railways has been 
as under:-

Period 

Up to 1980 
VI Plan (1980-85) 
VII Plan (1985-90) 
1990-91 
1991-92 
VIII Plan 1st year (1992-93) 

. 2nd Year (1993-94) 
3rd Year (1994-95) 
4th Year (1995-96) 
Total as on 31.3.1995 

• Also includes electrified route kID. not opened to traffic. 

Route km. electrified 

4918 
1522 
2812 
831 
726 
479 
50S 
473 
609 

12266-

Thus, about 20% of the total route km. opened on Indian Railways has 
been electrified upto 31st March, 1996. Of the total electrified route km., 
1379 route km. are on the suburban section and the balance 11.4% on 
heavy density freight routes. During 1995-96, 41% of passenger train kID. 
and 59% of the BG freight Voss tonne km. were operated on electric 
traction. 

1.10 Steam locomotives have been phased out, except those of tourist 
interest in hilly acctions like Nilgiris and Darjeeling Himalayan Railways. 
28 steam sheds were closed down in 1994-95. Another 4 were closed down 

, in 1995-96 and over 635 steam locos withdrawn from service during these 
two years. As a result, consumption of coal reduced from 0.60 million 
tonnes in 1994-95 to 0.24 million tonnes in 1995-96 - a reduction of 60%. 

1.11 The Dumber of passengers oriainating from 1284 millions in 19S0-51 
has increased to 4018 millions in 1995-96. Similarly ,revenue earning 
freight trafflc has increased from 73.2 million tonnes in 1950-51 to 390.69 
million tonnes in 1995-96. It carries more than 1.1 million tonnes of 
originating freight traffic '" more than 11 million passengers per day. 

1.12 The Dumber of regular employees has increased from 9.13 lakhs in 
1950-51 to 15.86 laths in 1995-96. It consists of 0.137 lakhs (Group A and 
B) making up 0.86% of the total strenath while Group C and D comprise 
8.917 lakh (56.2%) and 6.81 lakhs (42.93%) of the total manpower, 
respectively. Of the employees in Group C and D, 4.90 lakhs (30.88%) are 
workshop employees and artisans, and 10.83 Iakhs (68.25%) from other 

t categories including running staff. Railway Protection ForcclRPSF person-
nel totalled 61597. 

In addition to the above regular employees, there were about 57000 
Casual Labourers on Indian Railways as OD 31st March. 1996. 
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Physical Performance 
1.13 Key performance indicators of Railways during VIII Plan Period. 

1992·93 1993-94 1994.95 1995·96 1996-97 

Freight Target 354.00 370.00 380.00 398.00 410.00 
(Mill. Tonnes) Actual 350.10 358.70 365.00 390.69 
Tonne Kms. Target 261.30 272.40 273.70 278.80 282.90 
(Billions) Actual 252.40 252.40 249.60 270.49 
Passenger Target 4256.00 4170.00 3908.00 4120.00 4192.00 
(Million) Actual 3749.00 3708.00 3915.00 4018.00 
PKMs Target 325.86 326.54 307.60 325.11 341.29 
(Billions) Actual 300.10 296.25 319.37 341.99 
Plan Size BE 5700.00 6500.00 6515.00 7500.00 8130.00 
(Rs. Crores) Actual 6162.00 5861.00 5472.00 6468.00 
Net Revenue BE 2130.00 3448.00 3342.00 3426.16 3503.37 
(Rs. Crorcs) Actual 1955.43 3102.13 3808.11 4135.00 

Financial Performance 

1.14 Railways have been doing well in terms of financial performance. 
The financial performance during VIII Plan period as follows. 

Year Capital 

At Investment Gross Total Net Dividend Excess( + ) Operating 

Charge From Traffic Working Revenue Paid Shorl· RAlio 
fRI( -) 

Capital Fund Receipts - Expenses 

90-91 16125.80 0000.00 12096.49 11153.86 1113.78 927.00 175.67 92.00 
91·92 17620.02 0000.00 13729.74 12389.19 1540.95 1037.00 435.00 89.50 
92·93 20123.20 0000.00 15688.44 13980.08 1955.43 1172.39 441.05 87.40 
93·94 20873.58 1746.99 17946.02 15134.54 3102.13 1296.05 1806.08 82.90 
94·95 21762.92 3161.88 20100.99 16590.12 3808.11 1361.71 2446.40 82.60 
95·96 22249.82 Sow.52 22417.85 18524.90 4136.07 1264.44 2871.63 82.45 

Market Share 

1.15 While the physical performance of Railways increased over the 
years its market share declined steadily. 

The Planning Commission in its approach paper to Ninth Plan has stated 
t~at the share of Railways in freight traffic has declined from 89 percent in 
1951 to 40 percent in 1995 while its share in passenger traffic went down 
from 72 percent to 20 percent during the same period. 
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1.16 Investment durin, Various Plan Periods: 
Investment in Railway Sector during various Plan periods is as follows: 

(Rs. in Cr.) 

Plan Internal Bonds Total Budgetary Total 
Resource Internal Suppon 

and Extra-
budaetary 
Resource 

Amt. 'Yo age Amt. %age AmI. %age AmI. 'Yonge 

I 280 66% 280 66% 142 34% 422 
II 467 4~% 467 4~'Yo 576 ~S% 1043 
JJI 54S 32% 54S 32% 1140 68% 1685 

1966-69 320 42% 320 42% 442 58% 762 
IV 397 28% 397 28% 1031 72% 1428 
V 384 25% 384 25% 1141 75% 1525 

1978--80 316 25% 316 25% 935 75% 1251 
VI 2783 42% 2783 420/0 3802 58% 6585 
VII 

1985·86 1065 55% 1065 55'Yo 877 45% 1942 
1986-87 1318 49% 1318 49% 1379 51 'Yo 2697 
1987·88 1331 39"0 720 21"10 2051 60% 1368 40% 3419 
1988-89 1586 40% 800 20"10 2386 61"10 1543 39% 3929 
1989·90 1789 39% 1000 22% 2789 61% 1773 39% 4562 
Total·VII 7089 43% 2520 15% 9609 58% 6940 42% 16549 
1990-91 2091 43% 1092 23% 3183 66% 1632 34% 4815 
1991·92 2134 40% IS03 28% 3637 67% 1756 33% 5393 

VIII 
1992·93 2S48 41% 1025 17% 3573 58% 2589 42% 6162 
1993·94 4030 69,.. 856 15% 4886 83% 974 17% S860 
1994·95 3582 65% 745 14% 4327 79% 1145 21% 5472 
1995-96 4210 65% 1118 17% 5328 82% 1140 18% 6468 
1996·97BE 4111 50% 2750 34% 6861 84% 1269 16% 8130 
1996·97RE 4401 53% 2460 30% 6861 83% 1439 17% 8300 
1997·98BE 3419 41% 3050 37% 6469 78% 1831 22% 8300 

Future Perspectives 
1.17 The performance of Railways has so far been reasonably good but 

there is a lot need to be desired in its performance. especially freight 
movements. The Railways is facing challenges on all fronts. neing the 
principal mode of transport it has to play a greater role in the total 
transportation needs of the country. 

1.18 If the economic growth rate of 7 percent envisaged in the Ninth 
Plan has to be achieved, Railways need lot of investment to augment its 
transport capacity-both passenger and traffic to meet the ever growing 
demand of freight traffic. According to a report by NTPC. the Railways 
has to carry 72 percent of freight traffic by 2000 A.D. 

1.19 Optimum utilisation of Assets, modernisation of Rolling stock, and 
introduction of modern signalling and telecommunication network should 
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help Railways to meet the fast trowing demands of the economy. For these 
Railways need huge investments in its infrastructure, which should come 
through more budgetary support from the Government. 

1.20 The Railway being energy efficient, eco-friendly-both in term of 
space utilisation and pollution-free to a larger extent and safe, should be 
given an over-riding priority over other modes of transport during plan 
allocation in the Ninth Five Year Plan. 



CHAPTER n 

ROLE OF RAILWAY CONVENTION COMMIITEE 
Historical Background 

2.1 In order to secure primarily stability for civil estimates by providing 
for an assured contribution from railway revenues and also to introduce 
flexibility in the administration of the railway finance-Acworth 
Committee was appointed to give its recommendation. This Committee 
recommended in 1921 that there should be a fixed contribution to the 
General Revenue from the Railway Finance. The Committee 
recommended: 

"We do not think that the Indian Railways can be modernised, 
improved and enlarged, so as to give to India the service of which 
it is in crying need at the moment, nor that the railways can yield 
to the Indian public the financial return which they arc entitled to 
expect from so valuable a property, until the whole financial 
methods arc radically reformed. And the essence of this reform is 
contained in two things: 

(i) the complete separation of the Railway Budget from the General 
Budget of the country, and its reconstruction in a form which frees 
a great commercial business from the trammels of a system which 
assumes that the concern goes out of business on each 31st of 
March and recommences de novo on the 1st April; and 

(ii) the emancipation of the railway management from the control of 
the Financial Department." 

2.2 The above passage represented the 'main burden' of the Acworth 
Committee's Report on the financial side which had expressed their 
disapproval of a faulty system under which the Finance Department of the 
Governmcnt controlled the Railway Finances. According to this 
Committee, it was absolutely necessary to treat Railways: 

"as a continuously going concern with a carefully thought out 
programme both of revenue and of capital expenditure for years 
ahead with provisional financial arrangements to correspond." 

2.3 While submitting to the then Legislative Assembly the resolution for 
separation of Railway Finances from General Finances on the 17th 
September, 1924, the then Commerce Member, Sir Charles Innes stated 
very briefly in the following words the objects which they had in view: 

"In the first place, as far as State Railways are concerned, we want 
to abolish altogether this system of programme revenue voted for a 

7 



8 

year. We want to establish a proper depreciation fund, a 
depreciation fund arranged in a scientific and intelligible manner. 
Secondly, we want to build up Railway reserves. We want to build 
them up in order that our finances may be· more elastic, in order 
that we may have provision to equalise dividends. And generally, 
we want to introduce a system of finance which, while maintaining 
unimpaired the control of this House and while ensuring to general 
revenues a fair return from tbeir Railway property will be more 
suited to the needs of a vast commercial undertaking. Finally, and 
most important of all, we ~ant to cstablisb a principle. It is right 
and proper that the tax payers, the State, should get a fair and 
stable return from the money it baa spent on its Railways: but if 
you go further, if you take from tbe Railways more than that fair 
return, then you are indulging in a concealed way in one of the 
most vicious forms of tuation, namely a tax on transportation. 
One of the objects we have most at heart in putting these 
proposals before this House is to establish that principle. 

These then are the reasoDJ why we are asking the House to 
accept this reform which was insistently pressed by the Acworth 
Committee, namely, the reform of separating your Railway from 
your general finance. We considered tbe possibility of legislating in 
the matter, but we decided that it would be preferable to proceed 
in the manner suggested in the Resolution; that is, we decided that 
it would be preferable to ask this House to agree to a convention, 
there are some advantages in a convention which can be adjusted 
from time to time to varying needs and difficulties. It can even be 
adjusted to the ordered progre .. of the Constitution. It waa always 
our intention whatever the arrangements we might come to with 
the House that those arrangements should be subject to periodical 
revision; and the House will see that on the recommendation of 
the Committee we have definitely provided for this in the last 
clause of the amended Resolution." 

2.4 This in brief is the genesis of the C,?nvention commonly known aa 
the "Separation Convention" which was adopted by a resolution of the 
House of the 20th September, 1924, and was approved by the Secretary of 
State. 

2.5 The Convention itself contained provision for its own review within 
three years. A Committee of the House sat upon it in 1928 but came to no 
conclusions. The general economic depression in the early thirties bit tbe 
Railways Finances hard and depleted all their reserves in the endeavour to 
maintain the contribution to the General Revenues and also resulted in the 
postponment of renewals and replacements on the Railways. Ultimately, 
the situation deteriorated to such an extent that a moratorium had to be 
declared and General Finances received no contribution from the Railways 



9 

until the early forties when the Second World War brought heavy traffic to 
the railways in India and they showed buge earnings. 

2.6 There had been numerous Cut Motions, Resolutions and QUCltions 
all of whicb pointed to tbe faOure of Convention to "give satisfaction under 
the varying conditions prevailina at the time they were moved. Durina the 
debate on the Cut Mation moved on March, 20, 1942 member after 
member empbasised thia fact. 

2.7 On the 2nd March, 1943, Sir Edward Benthall, the tben Member for 
Railways and War Transport, moved the following Resolution in the 
House: 

"That whereas it has found that the Convention, which was 
adopted under the assembly Resolution, dated 20th September, 
1924 and which was intended, to relieve the General Budget from 
violent fluctuations caused by the incorporation therein of the 
Railway estimates and to enable Railways to carry on a continues 
Railways policy based on the necessity of making a definite return 
to General revenues on the money expended by the State, has not 
achieved these objectives, this assembly recommends to the 
Governor General in Council that: 

(i) for the year 1942-43, a sum of Rs. 2,35,32 thousand shall be paid to 
general revenues over and above the current and arrear contribution 
due under the Convention. 

(ii) from the 1st April, 1943, so much of the Convention as provides for 
the contribution and allocation of surplus to general revenues shall 
cease to be in force. 

(iii) for the year 1943-44, the surplus on commercial lines shall be 
utilised to repay any outstanding loan from the depreciation fund 
and thereafter be divided 2S per cent to the Railway reserve and 
75 per cent to general revenues, the loss, if any, on strategic lines 
being recovered from Jeneral revenues; and 

(iv) for subsequent years and until a new Convention is adopted by the 
Assembly, the allocation on the surplus on commercial lines 
between the Railway reserve and general revenues shall be decided 
each year on consideration of the needs of the Railways and general 
revenues the loss, if any, on strategic lines being recovered from 
general revenues." 

2.8 While explaining the reasons for bringing forward the above 
Resolution, Sir Edward Benthall stated as below: 

"this first is the necessity of relieving general revenues this year 
and next. The general budget introduced by the Honourable the 
Finance Member on Saturday in itself illustrate the justification for 
this. The second is the necessity of relieving the Railway Budget in 
the future years, if we are to meet the first necessity to the extent 

• 
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proposed in the present emergency. We should, in my opinion, 
definitely not be justified in giving such a large share of the surplus 
profits to general revenues, unless Railways are relieved of the one 
per cent, contribution in the future. From the Railway point of 
view, I consider paraeraph (ii) of the Resolution to be an essential, 
element of the proposals for distributing the anticipated surpuls of 
1943-44. If Railways are not relieved of the one per cent 
contribution for future years, we should allocate more to the 
Railways Reserve now in order to provide for payment of this 
contribution in times of depression. Any other course would 
unsound finance on the long term view." 

2.9 Some Members then urged an immediate wholesale revision of the 
Convention. But Edward Benthall cautioned that they were at that time 
budgeting on boom conditions (as the War was in full swing) and for a 
final revision it would be necessary to forecast the probable gross receipts 
and expenditure in normal times before an appropriate basis of allocation 
between Railways and General Revenues could be settled. During the 
debate that took place on the above Resolution, three proposals were 
made. One was that there should be lid hoc committee to examine the 
whole question. The second was that an expert commission should be 
appointed. The third proposal was that a Committee of the House should 
be set up to examine this question. The suggestion made by Sir Edward 
Benthall was that this matter should be referred to the Standing Finance 
Committee for Railways and, if appropriate, . to the Central Advisory 
Council for Railways. Sir Edward Benthall while winding up the debate 
offered to appoint a special Committee of the House to consider this 
question and the Resolution was adopted. 

To sum up, the essence of the Resolution adopted in 1943 was that, so 
far as the contribution to General Revenues was concerned, the provisions 
of the 1924 Resolutions should cease to operate. The Resolution directed 
an lid hoc contribution from the year (1942-43) and also the following year 
(1943-44) and provide that for the subsequent years the contribution 
should be decided on an ad hoc basis accordiDg to the circumstances 
attending both the administration of General Finances and the 
administration of Railway Finance. 

Convention of 1943 
2.10 In pursuance of the Resolution" passed by the Legislative Assembly 

on the 23rd March, 1943 to consider matters arising out of clause (iv) of 
the Assembly'. Resolution of the 2nd March, 1943 amending the 
Separation Convention adopted by the Assembly on the 20th September, 
1924, a Railway Convention Committee was constituted but it was wound 
up soon after it issued an interim report. The Committee inter lIIiIJ 
recommended that until the Convention wu revised, the present rate of 
contribution to the Depreciation Fund should nOlo be reduced. 
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2.11 In 1947, during the Budget Session a Committee of the Legislative 
Assembly was set up for the purpose of investigating into this matter, but 
owing to the impending oonstitutional changes on account of the transfer 
of power, the Central Legislative Assembly and its Committees ceased to 
exist on the dissolution of the Assembly after the Budget Session 1947. 

2.12 The matter of revision of the Convention was also considered by 
the Indian Railway Enquiry Committee (1946-47) of which Pandit H.N. 
Kunzru was the Chairman. That Committee were against the immediate 
revision and suggested that it should wait till the Railways had fully 
recovered from the impact of accumulated arrears of replacements etc. as a 
result of the War. This Committee stated as below: 

"As in the present unstable conditions, no flXed principle can be 
laid down for making allocation to the Fund, we content ourselves 
to recommending that an annual contribution to the Fund for the 
next five years be made at about RI. 22 crores per annum." 

The Government, however, did not accept this recommendation. 
2.13 The Arrangments laid down in the Convention Resolution of 1943, 

which, though continued till 1948-49, did not work in a very satisfactory 
manner. While introducing the Railway Budget for 1948-49, Dr. Johan 
Matthai, the then Railway Minister. announced the appointment of a 
Committee consisting of tbree Members of the Standing Finance 
Committee and tbree Members of Railway Standing Finance Committee 
under the Chairmanship of Shir G.V. Mavalankar, Speaker of the 
Constituent Assembly of India (Leg.) to decide the question of allocation 
of the Railway Surplus. This Committee fIXed the share payable to 
General Revenues as SO per cent (viz. Rs. 4_1/2 crores) of the anticipated 
budget surplus of RI. 9 Crores for 1948-49 and any excess over RI. 9 
crores was to be credited to the Betterment Fund. However. this amount 
wa, raised to RI. 7.34 crores on the basis of the revised estimates of 
Railways for 1948-49. The same principle was followed while framing the 
Budget estimates 9f the ·~ailways for 1949-50. 
Convention 011949 set up alter -Independence . 

2.14 In the course of his Budget Speech for 1949-50, the Railway 
Minister made an announcement about setting up a Railway Convention 
Committee consisting of Members of the House to go into this matter 
including also the problems relating to the Depreciation Fund and make its 
recommend~tions before the end of the calendar year 1949. 

2.15 The working of Separation Convention bu been reviewed from 
time to time by Committee appointed in 1954, 1960, 1965, 1973, 1977, 
1980, 1985. 1989, 1991. The prescnt Committee was constituted by the 
Speaker on 3 September, 1996. 
Role 0/ Convention Committee 

2.16 The Railway Convention Committee is an ad hoc Committee 
constituted from time to time to review the rate of dividend whicb is 
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payable by the railway undertaking to the general revenues us well as other 
ancillary mailers in connection with ruilway finance V;NJ-I,is general 
finance and make recommendations thereon. Apart from recommending 
the rate of dividend p:!yabk by the Railways to the General Revenues, it 
also suggest!> the kvc\ of uppropriation to various funds of Railways like 
the Depreciation Reserve fund and the Development Fund. The Railway 
Cunvention Comminee. 1949, which was the first to be set up after 
IndepenJence. assured a steady return to General Revenues and also 
enabled the Railways to strengthen their reserves for discharging their 
obligation towards r~b .bilitation. increasing operational efficiency and 
provision of adc4uah: amenities. It also arrested the growth of over-
capitalisation in the Railway Undertaking. 

S/fIIe/ure uf /lle Committee 

2.17 The Committee is constituted from time to time by a resolution 
1lI11vcd in Lok Sabha by Government and concurred in by Rajya Sabha. It 
consists of 12 members of Lok Sabha nominated by the Speaker and 
6 members of Rajya Sabha, nominated by the Chairman. Rajya Sabha, are 
also associated with the Committee. The Chairman of the Committee is 
appointed by the Speaker from amongst the members of Lok Sabha. The 
Minister of Finance and the Minister of Railways arc among Ihe members 
nominated to the Committee. However, for the first time, Minister of 
Finance was not nominated as a Member of the Railway Convention 
Committee (1989). Afler change of Government al the Centre on 
10 l':uvembcr, 1990. the new Railway Minister was also not nominated to 
the Committee and the former Railway Minister continued to be a member 
of the Committee. In Railway Convention Committee (1991) both Railway 
Minister and Finance Minister were not nominated as a member of the 
Committee. However, botb the Minister for Railways & Finance were 
nominated to the Committee against subsequent vacancies. 

In the Railway Convention Committee (1996) only Railway Minister has 
been nominated to the Committee. 

Functioning 0/ the Committee 

2.18 While the Railway Convention Committee of 1949, 1954, 1960 and 
1965 confined themselves only to the question of determining the rate of 
dividend payable by the Railways during the succeeding quinquennium, the 
Railway ConvenSion Committee, 1971 for the fust time selected some 
lubjccts for detailed examination and presented seven reports to 
Parliament covering nOI only the question of dividend. but also such 
diverse subjects as accounting mattera, luburban services. commercial and 
allied matters and requirements and availability of wagons. The .ubsequent 
Committees. have also been. in addition to reporting on the rate of 
dividend payable by the Railways to General Revenues. examining and 
reporting on various aspects of working of Railways and Railway Finance •• 
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Thl.: R.1ilway Con\cntion Committee (1Y%) has also selected a number 
.,i !oul>cj~·ls (Appendix I) which have bearing on Railway Finances. 

1.1l) As regards the rate of dividend that may be payable by the 
Railwa~s h. Ih~' Gcncral Revenues, tbe Committee invites a memorandum 
frum the Financial Commissioner of Railways. The memorandum contains 
the views of both the Ministry of Railways and the Ministry of Finance on 
various proposals made in the memorandum. The report of the Committee 
on the rate lIf dividend is considered by the House on a resolution moved 
by the Ministry of Railways. Other reports of the Committee are normally 
lIot di:,cussl.:d in the House. 

2.20 Although Ihe Committee baa not drawn up aoy separate rules to~ 
regulate its internal working, it functions more or less on the same lines as 
other Fin;mcill Committees of Parliament. The Committee invites 
memoranda from the Ministry of Railways and other concerned Ministries 
as also from non-official individuals/organisations. Sometimes, it also 
invites memoranda from State Governments. 

The Committee takes the evidence of the representativcs of the Ministry 
of Railways and representatives of such other Ministrics as it may consider 
necessary. Whenever neces.c;ary, it also hears the views of non-official 
individuals/organisations who arc/have been closely concerned with the 
working of Railways in India. Thu.~ the workload of the RCC has also 
multiplied. without adequate increase of staffing pattern. 



CHAPTER m 
SUPERIORITY OF THE RAILWAYS AS A MODE OF TRANSPORT 

3.1 All modes of transport have their own importance in economic 
development of the country. However, it is important to have a 
cClmparative assessment of costs and benefits of various modes, as to 
allocate the resources and investments to get maximum economic return. 
Railways and waterways have a definite advantage over road and air in 
terms of 

- Energy efficiency 
- Environment friendliness 

Energy Elficuncy 

3.2 Rail transport is estimated to be 7 times more enerlY efficient than 
road transport. Thisassumea special importance wben transport volume 
incrcases substantially as the economy IJ'Ows. 

3.3. The importance of energy efficiency in transport policy and in 
determining the optimum inter-modal mix for the future, was also 
highlighted by the National Transport Policy Committee. 

The Committee recommended as foUows:-
"We are concerned about our heavy dependence in transport on 
petroleum products-e non-renewable resoUrce. Transport 
consumes nearly a third of the country'l oil and a lubstantial 
portion of diCleI lupplies. It is IOmetimea argued that the £cal 
resource constraint in determining an optimal inter-modal mix far 
the fut'ure should not be availability of monetary funds as shortages 
of oil supplies. Accordingly, it is suuested that the use of private 
cars and lorries should be discouraged and railways encouraged for 
energy conservation. There is no doubt that energy conservation 
will be the most important guiding principle in the framework for 
determiJling an optimal mix of our future transport system ..... 
...... The second policy consideration is that as modes of transport 
have varying energy efficiencies, we Ihould choose those which 
yield maximum transport service per unit of enerlY consumption . 
...... We hold the view that in choosing an appropriate modal mix 
for the country's transport system, ,including choice of 
technological possibilities within cacla transport sector, energy 
conservation, particularly savina of fuel oil, must, other thinp 
being equal, receive priority". 

14 
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3.4 The Report of Steering Committee 00 perspective Planning for 
Transport Development. (Luthra Committee) has also recommended as 
follows: 

"The corresponding values of the yield in respect of dicscl and 
electric traction are 23.3 and 24.2 percent respectively. Steam 
traction is being pbased out by the tum of the century. Of the 
remaining two modes of traction, electric'is marginally ,upcrior to 
diesel, but capital investments on overhead structures for 
electrification arc very high. Hence only on heavy density double 
(or multiple) line section" electric traction is more fuel efficient 
than diesel. In view of our continued dependence on import of 
POL, it is important that conversion from diesel to electric traction 
be planned on all high density double-line sections. This will also 
help control air pollution . 

.... The electrification programmes of the Railways should help 
minimise the consumption of diesel. Besides energy conservation, 
electric traction also avoids atmospheric pollution. In this context, 
our attention has been drawn to the high electricity tariff charged 
to the railways by some of the State Electricity Boards and other 
Public Sector Power Corporations. We recommend that the 
Central Government should use its good officers to persuade the 
State Electricity Boards and Public Sector Power Corproations to 
charge reasonable tariff for the supply of electric power for 
traction purposes. The rate charged should be related to actual 
cost of generation and transmission of power". 

Environment Friendliness 

3.S The transport causes environment damage due to the followinl 
reasons: 
- Accident 
- Noise 
- Air Pollution 
- Climate Change. 

3.6 the Railways is ceo-friendly from the point of space utilisation and 
also environment friendly from the point of pollution-free comparing to 
other modes of transport. 

3.7 This has been illustrated by the fact that the total eoDSumption of 
diesel is hardly about 20 percent of the total traffic, whereas the road 
transport is totally dependent on diesel and petrol, thereby causing 
enormous hazards to the environment. 
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3.S TYPICAL COMPOSITION OF EXHAUST GASES 
(HEAVY VEHICLES) IN PARTS PER MILLION (PPM) 

BU VOLUME 

Pollutant luling Accc- Cruising Decelera-
lerating tion 

(a) Petrol. Engill~~ 
Carbon 69000 29000 27000 39000 
Munoxidc( CO) 
Ilyurocarbons 5300 1600 1000 10000 
Nitrogen Oxides(r-;O) 30 1020 650 :w 

x 
(b) Oksd Engines 

CarOon Monoxidc(CO) Trace 1000 Trace Trace 
J lydrocarbons(HC) 400 200 100 300 
Nitrogen Oxidcs(NO) 60 )SO 240 30 

Source : Road Transport aad the environment by B. Cottee 
3.9 An expert body in Europe hu come out with the following 

conelullion on the external COlt caused by damage to the environment 
due to different model of transport - Rail, Road, Air and Waterways 
ba.o;cd on data collected from 17 Wcstern European Countries. 
External Cost (Passenger 
traffic) 
Private Cars 
Dus traffic 
Rail traffic 
Air traffic 
Extern:.!l Costs (Freight 
Traffic) 
Road 
Rail 
Waterways 

50 ECU/l000 pkm. 
20 ECUI1000 pkm. 
10 ECUI1000 pkm. 
18 ECU/l000 pkm. 

58 ECU/1OOO tknt. 
6 ECU/IOOO tknt. 
5 ECU/lOoo tkm. 

Presently there is no system to include these eosts while assej;sing 
costs and benefits of different modes of transporl. What is important to 
note is that the external costs caused by Rail transport is Icss than onc-
fifth in passengcr traffic and one-tcnth in freight traffe. This faclor 
therefore assumes special importance while formulating comprehensive 
national transport policy. 

3.10 Due to these consideration European Countries have stancd 
strengthening railways to carry greater market share of transport by 
adopting varioull legislative and reform measure.. The European 
Council Direction EEC/44OI01 of 29 July, 1991 providcs the basic 
policy direction to achieve this goal. 



CHAPTER IV 
EFFECT OF ECONOMIC REFORM 

The economic reform process launched in 1991 has brought out 
structural changes in the Indian economy. Removal of controls dismantling 
of permit raj, dc-bureaucratisation and dc-licensing of industries has 
brought a sea change in the Indian economy. 

!:."t"OIlUm;c Growth 

4.2 With the introduction of economic reforms, there is a disccmable 
economic growth in various sectors of e<:onomy. To meet the ever growing 
transport requirements of economy, Railways being the bulk transport 
carrier will have to generate sufficient transport capacity 10 that the 
economy docs not suffer on account of transport bottlenecks. 

4.3 The Approach Popcr to Ninth Plan has projected 7 pcrcent growth 
rale in the economy. It is anticipated that during the next decade, Indian 
Railway would have to double its freight and passenger transport output. It 
is roughly estimated thot the growth of Railway traffic - both freight and 
passenger should be in the order of 8-10 percent to enable it to meet the 
anticipated 7 percent growth rate in the economy. 

4.4 Railways should therefore endeavour to modernise in a bigway to 
meet the challenges on account of spurt in tbe economic growth. This 
needs huge investments projected to the order of 10,000 to 12,000 crore 
annually in the Ninth Plan period. 

Competition From Other Modes 
4.5 The Planning Commission in its Approach Paper to Ninth Plan have 

stated that the share of Railways in freight traffic has declined from 
89 precent in 1951 to 40 percent in 1995, while its share in passenger traffic 
went down from 72 percent to 20 percent during the same period. 

4.6 Not surprisingly, the economy has turned from one pre-dominantly 
carried on the rails in the fifties to one another pre-dominantly carried on 
roads. Now roads, Water Transport and Air Transport together carry 
60 percent of freight traffic of the economy and this, according to a Press 
Report appeared in Businegs Standard dated 11.9.1996 is likely to go up to 
65 pcrcent by the turn of the century. 

4.7 Asked about the reason for the reversal in the trend, the Special 
Secretary, Planning Commission deposed as follows:-

"I entirely agree with the view that there has been a total reversal 
of the freight and the passenger traffic. But that is more to do with 
the commercial outlook that the Railway. will be required to adopt 
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more attracting for passenger and freight traffic, in today'. context. 
The Railways have taken a conscioUl decision to carry only the 
bulk commodity because it allows them to utilise the wagon 
turnover in a better manner. For various other reasons, they are 
not going into the parcel traffic at all. We have been impressing on 
them to increase this share which is today forming the bulk of the 
freight transportation. But they have not agreed to look at this 
sector at all because perhaps with the public sector, they are in a 
positiol) to get a better freight and whatever freight they are 
carrying now is enough for their capacity utilisation. 

They have not looked into parcel traffic at all.. Also, the bulk of 
the goods are with the private sector today. The road transport 
enjoys better consumer preference in the sense, it is a uni-mode of 
transport that takes goods from the godown to the various places 
where they are to be sold and distributed. Railways has to develop 
this sort of outlook to attract better or major portion of this 
traffic" . 



CHAPTER V 

CHALLENGES AHEAD OF INDIAN RAILWAYS 
The formulation of the IX Plao comes at a critical point of time for IDR. 

As the main component of the transport infrastructure, .Railways have a 
crucial role to play in the sustained development of the economy. The 
change in economic philosophy, rapid acceleration in the pace of the 
nation's economic growth and the concomitant changes in Government 
policy have confronted Indian Railways with the sternest challenge in their 
history. The Railways will require to respond to the changed environment 
by making the necessary competitive adjustments to deal with the pressures 
of market forces in a liberalised economic environment, not only in order 
to remain financially viable but to be able to satisfy the growth in demand 
for rail transport as a result of accelerated growth of a vibrant economy. 
At the same time, the Railways as a public utility would have to continue 
to be responsive to their public service obligations. 

5.2 In formulating the IX Plan, the imperative of striking a proper 
balance between the Railways' dual role as a public utility on the one hand 
and a commercial enterprise to be run on sound business principles on the 
other, constitutes the major challenge of investment planning .. In a 
resource-strapped regime and with dwindling Government support, the 
Railways would have to assess objectively tbe trade off between targeting 
investment for capacity generation and investing in developmental projects 
which arc unremunerative. Bold initiatives to improve technology and 
operating practices would also be required to generate adequate transport 
capacity and improve tbe utilisation of existing assets. 
In vestmenl Stralegy 

5.3 The investment strategies for Indian Railways are primarily guided 
by the anticipated growth in freight and passenger traffic. 

5.4 Based on the projections of freight and passenger traffic growth, 
investments has to be made for commensurate increase in capacity. 

5.5 The National Transport Policy Committee has also recommended 
that huge investments arc needed for development of Railways. 

The Committee recommended as follows: 
"Railways have been, are and wiD continue to be the nation', 
principal mode of transport. The task we visualise for the railways 
in future is enormous with steady increase in demand for both 
freight and passenger traffic. The utilisation of assets created ha!~ 
improved over the years, traffic densities increased many fold and 
most of the trunk routeJ are workina at saturated levels. There 
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havc been frequent shortagcl of rail services. particularly in the 
recent past, with bottlenecks appearing in the system. There is thus 
a need to provide resilience in tbe rail system to meet changing 
patterns of traffic and suddcn spurts in demand. This would caD 
for an increascd invesctment in the system to enable the railways 
to meet the demand. Investments are, indeed, a determining factor 
bold for the future of the railwaYI fur thcir development". 

5.6 Railways have projected a comprehensive transport plan for the 9th 
Five Year Plan. The objectives of the plan are as under:-

(1) Generation of adequate rail transport capacity for handling 
increasing freight and passenger traffic with special emphasis on 
development of terminals. 

(2) Completion of the process of rehabilitation, replacement and 
rencwnl of overaged assets. 

(3) Modernisation and upgradation of the rail transport system to 
reduce the costs. improve reliability, safety and quality of service 
to customel'1l. 

(4) Continue with the policy of Unigauge. 

(5) Introduction of 6000 H.P. Electric locomotives and 4000 H.P. 
Diesel locomotives cmployina state-of-the-art technology. 

(6) Expand and upgrade inter-modal operations including 
containerisation. 

(7) Improvement of Man power productivity, work culture and staff 
morale. 

5.7 The Ministry of Railways have informed the Committee that they J 

have targetted to achieve 525 million tonnes of originating revenue loading 
(353 billion tonne km.), 2988.87 millions of originating suburban and 
1793.25 million of originating non-suburban passengers during the terminal 
year of IX Plan, i.e., 2001..02. The total plan size proposed by the 
Railways is RI. 65000 en. 

5.8 The IX plan working group for Indian Railways in their repon have 
made the following projections in respect of freight and passenger traffic 
growth in IX plan pcriod:-

Freight Traffic Projections 

5.9 The elasticity of freight and passenger transpon with respect to GNP 
has been assessed as 1.S and 1.9 respectively for the transpon sector as a 
whole. In the case of the railway. the elasticity has been historically about 
0.9 for freight and 1.0 for passenger. The low elasticity figures are I 



21 

i/1Jicativ~ of lh~ falling share of railway. in the transport market which has 
J.:dilll:d ir\)ffi about 89% in 1950-51 to 40% in 1994-95 in the freiHhl sector 
anJ 1"10111 about 6.1>% to 20% in passenger sector. With the c':0/10my puised 
tn FUW at f) to 7% pi.:r year the freight output would have h.) grow at more 
th:lIl the historic:ll growth rate of about 3.6% if the railwlYs arc nor to 
b~COIlli.: Ii stumbling block in the growth of the economy. 

Considering the pivotal role of the Railways in promOlili~~ i.:,:oIJomic 
growth. the prime task in the IX Plan would be the generation ,If aUC4Uilte 
tralbj)('rt capacity to handle the traffic offered from diffcrent WJ'C ~I!CI()rs 

lIf !hc CWllomj'. The freight traffic projections in the tcrmimtl yl',lr uf rhe 
IX Plan (2()OI-2002) based on the different calculatlo:ls III demand 
pn.>jectiolls. the users' forecasts and as estimated by the IX Plan Working 
Group, taking 1996-97. the terminal year of the VIII Plan as the base year. 
arc given bclow:-

Tonnage Btklns Avcrage Lcud 
(Millions) (Billions) Growth (km) 

Rale 

1996-97 (Target) 410 282.9 6~O 

Us~r's Projcctions 614 427 It41% 673 
Time Tri.:no Analysis 490.5 341 3.65% 695 
Elasticity with reference to 533 360.2 5.39':'0> 695 
GOP (0.9) 
IX Plnn Working Group 525 353 5.00% 673 

The Working Group further stated tbat the projection based on the 
time-trend analysis docs not correctly reflect the users' requir~ment. as it is 
~'sscl1tially hased on historical data and does not give adequate wcightage 
to the <lccclarated future growth. The forecast based on the GDP growth, 
a~sllmcs a GDP growth rate of 6% per annum and a constant elasticity of 
0.9. This yields a growth rate of nearly 5.40/0 per year which is 
suhstantially higher than the historical growth rate of 3.65%. The users' 
projections have ~cn pitched at a level that is unrealistically high when 
judged against the matcrialisation of traffic: in the past. Moreover. 
development of railway infrastructure by its very nature has long gestation 
on account of which it would not be possible for the Railways to create 
matching infrastructure in the short term even if the projected level of 
traffic were to materialise. The Working Group has thus moderated the 
U~rs' projections on tbe basis of an analysis of the past performance of 
users, present status of their expansion programmc:s as also the estimation 
of the likely time-frame of new plants going on stream, and railways 
capacity 10 augment its faxed infrastructure and production capacity of its 
production units engaged in tbe maaufa~ture of locomotives. conches, ctc. 
Even the capacity of the private sector to significantly increase production 
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of wagons is limited. IR will thUi be required to achieve an incremental 
growth of 70 btkms during tbe Nintb Plan against the beat ever past 
performance of 57 btkms of incremental traffic in tbe Seventh Plan. 

The freight projections of the Working Group would mean a S% 
compound annual growth rate over the Ninth Plan period, which appeal'l 
to be a reasonable and realistic estimate of the future growth albeit 
substantially higher than the gr~wth rate of 3.6% achieved during the last 
three decades. 

Perennial constraint of resources. bas adversely affected Ralways' 
development resulting in diversion of traffic from rail to road at an overall 
higher cost to economy, altbough througb sua:cssive plans the main theme 
of the Railways' planning bas been creation of enough transport capacity 
to be just ahead of the demand. National Transport Policy Committee 
(NTPC) had recommended that Railways should plan to carry 72% of the 
total land freight by 2000 AD whereas the Railways share has been 
declining and at present iJ lea than 40% of tbetotal freight. 

With the economy growing at a targetted rate of 6-7% per year, even a 
growth rate of S% for the Ninth Plan would imply a continuing fall in rail 
share in the transport market. If, as recommended by the Planning 
Commission, the rail share in the overall transport system is to be 
increased by 5% then the rail freight traffic to be lifted in the terminal 
year of the Ninth Plan, calculated on the basis of modest GOP growth rate 
of 6%. works out to a staggering 427 btkms. It is not practicable to achieve 
an incremental freight output of 144 btkms (50%) in a Five Year Plan 
period. As mentioned earlier, action bas to be initiated in the Ninth Plan 
to generate adequate capacity to arrest/reverse the trend of the decline in 
the market share of the railway in the transport market by the beginning of 
the Tenth Plan. 

Passenger Traffic Projections 

5.10 The passenger traffic projections pose an equally formidable 
challenge to the Railways especially wben one considers that the demand 
for new services are concentrated on the arterial routes, whicb are already 
choked. Elasticity of passenger transport with respect of GOP bu been 
estimated u about 1.0 Anticipated growtb of GOP at 6% per annum 
would generate demand for passenler transport of 6%. The historical rate 
of growth of passenger traffic, however, hu been 4% per annum. At this 
rate of growtb, the passenger kilometres required to be generated in 



23 

2001-02 would be 429 billion. However, according to the estimate of the 
Ninth Plan Working Group, the non-suburban paucnger traffic projectioDl 
are as under:-

Non-Suburban 
Suburban 

T81let 1996-91 

Passengers PKMs 
(Millions) (Billions) 

1590 
2602 

268.64 
72.65 

Projected 2001,-02 

Passengers PKMs 
(Millions) (Billions) 

1793.25 
·2988.87 

312.9 
86.5 

Annual 
Growth 

rate 

3.10% 
3.55% 

Demographic projections for the year 2001 indicate that the percentage 
of urban population would increase from 25.72% of the total in 1991 to 
33.06% in 2001. This growth would have a large impact on suburban traffic 
transport demand. Forecasts of urban population growth project a doubling 
of the urban polulation within the next decade and a fivefold increase over 
the 1991 figure by the year 2025. As the cost of living in the major urban 
centres becomes un affordable for large proportion of the urban population, 
there may be greater demand for rail transport from the satellite towns and 
mass rapid transit could polSibly be the only system capable of catering to 
movement of people in such largc numbers. 

Use of long distance passenger services by the suburban commuters is a 
source of considerable irritation and inconvenience to the long distance 
passenger having reserved accommodation and the Railways cannot ignore 
its responsibility of meeting tbe suburban transport needs of the large 
cities. Time has come for creation of dedicated suburban corridors in the 
major metropoliJes, as also upgradation of the dispersal systems 10 as to 
reduce concentration of conaestion on the roads in front of the railway 
Itations. State Govemmentllocal authority have to chip in for both initial 
funding of the cost of suburban infrastructure and for losses incurred in 
operation of sucb short distance sCrVices so that quality service can be 
provided to the passengers. 

5.11 To meet the above traffic projections-both freight and passenger, 
huge investments are requirement for increase in railway capacity. The 
resource mobilisation for the investIDCnts is • liaantie task. 

5.12 In regard to resource mobilisation for Ninth Plan, the Working 
Group on Railways have stated that the requirement of resources for the 



l'bn w~n: ~~i:im:!I\.~J h., the !cH.!C, \If traCtic projcct\!d by the U!.~lS and 
thllSC Cl'lim",~J b:v tile WOIL:lIg Group. The estimatc!> ur~ ali full'IW~:-

- ____ ..... _ •• 0. __ • __ •• __ • 

Forecast by blkms Resource Requiremcllt 
(in Rs. crorc;.;) 

._--_. 
Users 427 1J3ulJO 
Wurkillg Gr,)up 353 65000 

5.13 The cl'catiun of capacity to move 427 btkms of traffic would call for 
investment in double/multiple lines on existing corridors. construction of 
new lines and u..-:quisition of additional rolling stock. It has been estimated 
that the asset requirement per year would be of the (ollowing 
magnitudc:-

--_._----------------------
Asset Requirement per year 

--_._-----------------------------------
Duublings/Muhiplc lincs 
Wagons 
Locomotives 

900 KOls. 
57853 

546 

5.14 Generation of manufaeturing capacity to meet the above 
requirements even if finances are available would present a challenge to 
the industry and the railways. For example at prescnt. the wagon 
manufacturing industry products about 25000-26000 wagons per year. It 
would have to nearly double its output to meet the requirements. 
Similarly. the manufacturing capacity for locomotives would require to be 
increased substantially. Whether this quantum jump would be feasible in 
the sbon run bu to be carefuUy considered in consultation with the 
industry. 

S.lS Since the fCIOurc:e requirements for moviDa the traffic projcetcd by 
tbe usen was much above wbat could realisticaDy be aebieved, the analysis 
of rcaoun:e mobilia.doD w.. coDfiDed to the requirement buod OD the 
traffIC forecast by the WorkiDa Group. The methods of raisiD& the 
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resources rcquircd for the Ninth Plan prescots the greatest chllliengc to the 
Working Group. Yenr-wiliC requirement of funds has been assessed as 
undcr:-

Year Rs. in crore 

1997-98 10000 
1995-~1J 11000 
lWY-21101l 12500 
2uOO-2U01 14500 
1001-1002 17000 

Total 65000 

5.16 In order 10 appreciate magnitude of the task involved in finding 
resources for the Ninth Plan. it may be worthwhile to take a look at the 
source-wise fin:lndng of thc Eighth Five Year Plan, presented bc1ow:-

(Rs. in Crores) 

YC:1r Intcrnnl Market Budgetary Total 
Gcncation Borrowing- Support 

1992-93 2548(41 %) 1025(17%) 2589(42%) 6162 
1993-94 4030(69%) 856(14%) 975(17%) 5861 
1994-95 3582(65%) 745(14%} 1145(21%) 5472 
1995-96 (RE) 4423(59%) 1927(26%) 1150(15%) 7500 
1996·97 (BE) 4111(50%) 2750(34%) 1269(16% ) 8130 

5.17 The I'inlh Plan Working Group on Railways have further stated 
that ulltil now more than 50% of the resources are bcing gcnerated from 
the Railways' own eaminas and another substantial portion through market 
borrowings. The recourse to market borrowing by the Railways in view of 
the reduced budgetary support over the years has severely circumscribed 
Railways' capacity for mobilising internal resources due to increased 
payments of leue rentals to IRFC, etc. Moreover in sharp contrut to aU 
other major Railway systems which are dependent on direct subsidies from 
their Governments. Indian Railways have to pay dividend in perpetuity for 
all the Government money received since 1951. In 1995-96. the Railways 
received RI. 1150 CfS. u budgetary support and paid back a dividend of 
Rs. 1360 crs. It may be further noted that Railway Fund Balanc:ca (DRF. 
PF. CF) maintained with Ministry of Finance are in CXCCII of RI. 3860 
crores, on which railways receive lUI interest rate of only 7%. The 
concessional element of low rate of interest on the budactary support is 

-Incl. BOLT & OYWS 



more than offset by the low rate of interpt received on the huge 
Railway Fund Balances kept with the Ministjy of Finance. 

5.18 The financial burden is further exacerbated due to various 
public service obligations carried by railways as mentioned in Chapter 
XII, Railways are required to double the investment over the Eighth 
Plan period due to projected higher rate of growth of economy. The 
task becomes formidable considering that the Ministry of Finance has 
indicated that the budgetary support is not likely to increase but on 
the contrary will be reduced. Another critical factor which will 
adversely impinge on the Railways' capacity to generate resources 
internally would be the implementation of the recommendations of the 
Fiftb Pay Commission, tbe full impact of whicb will be felt in the 
Ninth Plan. 

5.19 It is evident that current level of Government financial support 
on tbe methods hitberto adopted for mobilising funds would leave a 
huge unfilled gap in resources. An estimate of the financial results in 
the Ninth Plan has been made at current price. keeping the 
appropriations to DRF. budgetary support, market borrow.ing at the 
same level as in 1~97, with only Pension Fund appropriation being 
hiked at 7% every year. The unfilled lap is a staggering Rs. 25178 cr. 
Even if budgetary support is increased by 10% every year the financial 
results show only a marginally less dismal position. 

5.20 Quite clearly the railways would have to find .radicaJ solutions 
for funding tllt· Ninth Plan. It may be broadly assumed that Indian 
Railways mai be able to generate about Rs. 3900 crores i.t. 30% of 
projected Annual Capital Expenditure Programme of about Rs. 13000 
cr. from internal operations with a modest hike in fare and freight to 
neutralise the impact of rise in input cosu. The 8ulgo on acebunt of. 
anticipated hike in the wage bill and pension payments· could be 
contained by the incremental revenue from the projected increase in 
the billion tonne kms. provided IR is able to strictly observe tpe 
discipline of controlling the size of ill work force. 

5.21 Economy today is poised for accelerated growth as a result of 
economic reforms initiated by Government. Rail Transport capacity is 
likely to become a scrious bottleneck notwithstanding the fact that the 
rail mode is most efficient mode in surface transport. Even for a 
modest growth of 6% per annum in the traffic output in the Ninth 
Plan, investments required for building up fixed infrast~cture and 
procurement of rolling stock are double of those in the Eighth Plan. 

MQIIQgemenl Reform 

5.22 The Indian Railways is departmentally run organisation falling 
under the jurisdiction of Ministry of Railways (Railway Board). 
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5.23 The Ministry of ~ail\\laY'l (Railwa~ Board) is under the charge of a 
Minister of 'Cabinel rank, who Is asslsted by Minister of StatelDeputy 

"Minister. 1"he'RaUway Board as at pre5Cdt consists of:-
(i) The Chatnnan; 
(ii) The -Financial Commissioner for Railways; and 
(iii) Five other members. 

5.24 The Chairman, Railway Board is ex-officio Principal Secretary to 
the Government of India in the Ministry of Railways. He is responsible to 
the Minister of Railways (or as delegated by him) for arriving at any 
decisions on technical and non-technical questions and advising the 
Government of India on matters of Railway policy. 

5.25 The Financial Commissioner for Railways is vested with full powers 
of the Government of India to sanction Railway expenditure and is 
ex-officio Secretary to the Government of India in the Ministry of Railways 
in financial matters. 

5.26 Thc Members of the Railway Board are separately in charge of 
matters relating of Staff. Civil Engineering, Traffic, Electrical Engineering 
and Mechanical Engineering. They function as ex-officio Secretaries to the 
Government of India in their respective spheres. 

5.27 The Ministry of Railways have the following Field Organisation, 
Attached and Subordinate offices under it:-

A. Field Organisations 
(i) Central Railway, Bombay. 

(ii) Eastern Railway, Calcutta. 
(iii) Northern Railway, New Delhi. 
(iv) North Eastern Railway, Gorakhpur. 
(v) North East Frontier Railway, Guwahati. 

(vi) Southern Railway, Madras. 
(vii) South Central Railway, Seeunderabad. 

(viii) South Eastern Railway, Calcutta. 
(ix) Western Railway, Bombay. 

The Ministry of Railways have recently decided to set up the following 
now RailWay Zones:-

(i) East Coast Railway, Bhubanesbwar. 
(ii) North Central Railway, Allahabad. 

(iii) East Central Railway, Hazipur. 
(iv) North Western Railway, Jaipur. 
(v) West Central RailwBy~ Jabalpur. 

(vi) Soum Western Railway. B...gaJore. 
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B. Productioa UaltslMetropoUtaa Projects 

(i) Chittaranjan Locomotive Works, Chittaranjan. 
(ii) Integral Coach Factory, Madras. 

(iii) Diesel Locomotive Works. Varanasi. 
(iv) Wheel & Axle Plant. Bangalore. 

(v) Metropolitan Transport Projecta. Calcutta. Bombay. Delhi & 
Madras. 

(vi) Diesel Component Works. Patiala. 
(vii) Central Organisation for Modernisation of Workshops. New 

Delhi. 
(viii) Rail Coach Factory. Kapurtbala. 
(ix) Northeast Frontier Railway (Construction). Guwabati. 
(x) Central Organisation for Railway E~ectrification (CORE). 

Allahabad. 
C. Attacbed Omcea 

(i) Research. Designs & Standards Organisations. Lucknow and 
CAMTECH at Gwalior. 

(ii) Office of the Railway Liaison officer with the Directorate 
General of Supplies & Disposals. New Delhi. 

D. Subordinate Omces 
(a) Centralliscd Training InstitutioulRaJJway Rcc:ruitment 

Boards. 
(i) Railway Staff College, Vadodra. 

(ii) Indian Railways Institute of Civil Engineering, Pune. 
(iii) Indian Railways Institute of Signal Engineering &. 

Telecommunication, Secunderabad. 
(iv) Indian Railways Institute of Mechanical & Electrical 

Engineering, Jamaplur. 
(v) Indian Railways Institute of Electrical Engineerin&. Nasik. 

(vi) Railway Recruitment Boardl at Ajmer, Ahmedabad. 
Allahabad, Banplore. Bhopal, Bbubaneswar, Calcutta. 
Chandigarb, Cbennai, Guwahati. Gorakhpur, Maida. 
Mumbai. Muzaffarpur, Patna, Ranchi, Secunderabad. 
Srioagar, Trivandrum. 

(b) Besides the above, there ia a tribunal caUcd the Railway 
Ratel Tribunal lOt up under the Railways Act. 1989 
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functioning under the Ministry of Railways, with 
headquarters at Chennai. 

E. Other OmceilUnits 
(i) There are offices of Railway Adviser at Bonn. Dy-Railway 

Advisers at Paris and London and Technical Assistants at 
Bonn. 

(ii) Two Public Sector Undertakings, viz. Rail India Technical & 
Economic Services Ltd. and Indian Railways Construction 
Company Ltd. function under the Ministry of Railways. 

(iii) Three Corporations viz. Indian Railway Finance Corporation, 
Container Corporation of India Ltd. 81ld Konkan Railway 
Corporation Ltd., also function under the Ministry of 
Railways. There is also another organisation namely CRIS 
(Centre for Railway Information Services) which is an 
autonomus body functioning under the control of Ministry of 
Railways. 

5.28 The Indian Railways as a kingpin of the national economy face a 
formidable challenge. The severe resource crunch which Indian Railways 
now experience may get further compounded in the context of escalating 
costs and limited scope of revenue increase. While the costs can be pruned 
largely by down-sizing the apparatus and improving operational techniques, 
including maintenance of assets, there appears little room left for any 
major increase in fare and freight tariffs. Tbere are thus only peripberal 
possibilities for any major internal resource generation. 

5.29 It has become imperative for Railways to restructure ibelf to cope 
with the pressures exerted by market forces unleased by the liberalisatioD 
and globalisation of economy, if it were to stay ahead in the competition. 

5.30 Indian Railways is presently able to make surpluses in the annual 
budgets but this situation may change due to pressures from market forces 
due to the following reasons:-

(i) Hitherto Indian Railways used to get most of its finances 
from Central Government at a concessional interest. The 
interest burden is relatively less. Now that this support is 
getting reduced and Indian Railways is forced to borrow 
money from the market the interest liability will increase. 
Similarly, the projects being dealt with on lease finance basis 
also will prove to be very costly. 

(ii) Staff costs are likely to rise sharply in an environment of 
tiberaUsed economy. 

(iii) Energy costs are likley to rise when the Government controls 
are relaxed. 
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(Iv) The reform process initiated by the Government. as it moves 
further, the road sector will become atronger to divert aome 
of the traffic away from rail: other modes of transport such as 
air and waterways also will become strong to compete in 
some sectors. 

(v) Once Indian Railways losses its ability to generate surpluses 
to fund the developmental projects. the system will 
degenerate. 

S.:H In the interest of national economy, Railways should be in a strong 
position to be able to carry greater share of transport volume. since it is an 
energy efficient, environment friendly mode of transport. Moreover, its 
external costs are also much leu compared to road transport. It is. 
therefore, important that Indian Railways is not only able to maintain its 
present share market but improve upon it by adopting more efficient 
management methods in a competitive environment whieh generates 
market forces detrimental to the railway system. Structural reforms, 
therefore, assumes importance in this context. 
Techn%gy upgradation 

5.32 Modern Technology plays a vital role in significant savings in 
investment, cost of operation and economies of scale. It also brings in 
improvement of quality and reliability of service and also safety. 

5.33 To sustain the modernisation efforts in Indian Railways, 
upgradation of the existing technologies has become almost imperative. 
That's why, Indian Railways have been trying to do tremendous 
technological upgradation in several areas such as electrification, rolling 
stock, track renewal, singal and telecommunication system, 
computerisation, etc. which would enable the Railways to improve their 
quality of service, conserve the energy. reduce the pollution, ensure safety 
and provide other amenities CO the passengers. 

5.34 It was only during the Seventh Plan that some serious efforts were 
made for the modernisation of Indian Railways. During this period, high 
speed and efficient locomotives for both electrical and diesel traction were 
introduced. New design technology for coaches, chopper control, solid 
state interlocking, optical fibre, digital communication technologies, 
computerisation etc. have also been introduced. In the Eighth Five Year 
Plan, the modernising efforts in the Indian Railways have also been given 
priority. Some of the main objectives in the Eighth Five Year Plan were:-

(i) Generate adquale capacity. 
(ii) ·-COmplete the procell of rehabilitation/replacement and 

renewal of overaged uscts. 
(iii) Modernise and upgrade the system to reduce cost and 

improve reliability. 
(iv) Adopt unigaugc-6000 Km. of metrclnarrow gauge to be 

converted to broad gauge. 



31 

(v) Phase out steam locomotives completely an broad aDd Darrow 
gauges by 1996-97. 

(vi) Electrify 2700 route km. of dense corridors to reduce 
dependence on diesel fuel. 

(vii) Expand and upgrade inter-modal operations including 
containerisation. 

(viii) Improve manpower productivity. 
5.35 The Indian Railways in its 'status paper on Indian Railways' has 

also drawn up a perspective plan for technology development. FoUowing 
arc the strategies to be adopted and missions idcDtificd:-

(i) Operation of 4500 tonne freight trains at double the existing 
avcrage speeds OD mixed traffic: routes. 

(ii) Operation of passenger services upto 160 kmlb on mixed 
routes and 200 knv1l on dedicated routes. 

(iii) 'Heavy Haul' freight trains of upto 18,000 tonne trailing loads 
at 75 knv1l. 

(iv) Upgradation of the Metre Gauge System, covering passenger 
and freight services and transhipment facilities. 

5.36 The Ministry of Railways has informed the Committee that the 
objcetive o'f the Ninth Plan in rcgard to modernisation are:-

(i) Modernisation and upgradation of the rail transport system to 
reduce the costs, improve reliability, safety and quality of 
service to customcrs. 

(ii) Introduction of 6000 H.P. Electric Locomotive. and 4000 
H.P. Diesel locomotives employing state-of-the-art 
technology . 

(iii) Completion of the process of rehabilitation, replacement and 
renewal of overagCl BSlCts. 



CHAPTER VI 
INCREASE IN RAILWAY CAPACITY 

New Lines 
Indian Railways had about S3SOO rkm. of rail network at the time of 

Independence. Since then, up to the end of Eighth Plan. only about 9000 
km. are expected to be added to ,the network. The table Ihowing the 
growth of network from the Sixth Plan till the end of the Eighth Plan is 
placed at Appendix I. It is evident that during the last forty years. while 
the traffic has grown by about 300%, the growth in railway network has 
been only 16.7%. As about 85% of the existing network was built before 
independence. its configuration was largely shaped by the strategic and 
commercial interests of a colonial power. The IYltem had thus ccrtian 
inherent weaknesses, like absence of inter-connection in central India. 
There was a felt need to reshape the network to rectify its inherent 
deficiencies. Moreover, acknowledging the inherent superiority of Railways 
as a mode of mass transportation, a resurgence is taking place the world 
over and even in the developed countries after .. long period of near 
stagnation, Railway networks are being expanded npidly to meet the 
growing transport demands. It would thus be opportune to make a 
meaningful start in the direction. This need was realized by the Planning 
Commission who had let up a Committee for Expansion of Railway 
Network (CERN) in 1987-88 to go into the details and suggest suitable 
measures. 
New Lines-Objectives 

6.2 Based on the recommendations of the National Transport Policy 
Committee. Railways are now fonowing a IYlteml approach to take up 
new lines to enhance the aggregate capacity of the network. This has led to 
laying down of following criteria for the construction of new line. 
-project-oriented lines to serve new industries for tapping mineral and 

other resources; 
-missing links for complete alternative routes to relieve congestion on 

existing saturated routcs; 
-lines required for Itntegic reasons; and 
-lines for establishment of new arowth centres or givin, ac:cess to remote 

areas. 
6.3 The Ministry of Railways have informed that the prcaent 

Government has further decided to accord priority to tbe development of 
rail transport infrastructure in the NE Region and in aU other badtward 

32 
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and tribal area. Several new liDe projecta have been taken up on thele 
consideratioDi thia year. 
Review of Performanct in the 8tla PI4n Period 

6.4 In the VIII Plan. an outlay of Rs. 2940 crores was proposed for new 
line construction. However. since the entire expenditure on new lines is 
borne out of budectary suppon. and adequate resourcel could not be 
provided under budgetary support. the plan outlay for new linea was kept 
at Rs. 900 crs. At the beginning of the IX Plan. Railways will have a huge 
throwforward of RI. 4380 m. for completing the new liDe works in 
progress covering 3610 lema. excluding the Udhampur-Srinagar-Baramula 
line which is to be funded outside tbe Railways plan in terms of the 
decision taken by the Government. 

6.S In view of the huge throwforward and the unlikelihood of any 
substantial relief in view of the dwindling budgetary support, the ongoing 
projects have been reviewed and categorised as under:-

l. Category 'A' linea required on urgent operationaVstrategic 
considerations. 

2. Category 'B' national project with funding outside railways plan. 
3. Category 'C' lines on which mo~ than 50% expenditure has been 

incurred and more than 50% gcstation period is over. 
4. Category 'D' linea on which leu than 5% expenditure has been 

incurred but have been taken up on national commitment. 
S. Category 'E' projects on which expenditure over 5% has been 

incurred. 
6. Category 'F other new line projects 00 which less than 5"0 

expenditure has been incurred. 
6.6 In this conoection the Ministry of Railways have informed the 

Committee that it is proposed to fund and progress flJ'll only the projccts 
in categories A and C. as per their inttr ae priority, and to provide only 
token funds to keep alive the projects in categories D, E and F. As regards 
the project in category B viz. Udhampur-Srinagar-Baramula, this will 
progressed to the extent funds are provided by the Government of India 
outside the Railways budget as per the CCEA decision. 

6.7 It was proposed to review certain lincs in categories D, E & F which 
do not meet the eligibility criteria, and to drop lOme of them after opening 
the bare minimum sections where substantial work has been done. 
However, the Government have decided to continue all works taken up on 
developmental considerations and further to accord priority to the 
development of the rail network in the backward areas as well as in the 
North East Region as a result of which several New Line ProjectJ have 
been added to the shelf in 1996-97 and these lines are also required to be 
progressed. Earlier an outlay of RI. 1500 era. was projected for new line 



34 

projects in the 9th plan. However, in view of this decision of the 
Government, this amount wiD be very inadequate and the Railways will 
require to be provided with an outlay of RI. 2500 crs. at the rate of 
Rs. 500 crs. for progressing new line projects in the 9th plan period. If the 
outlay provided is less than this, the works will be progressed as per the 
priority indicated above and commissioning of new lines wiD be 
correspondingly less. This would be possible only if the budgetary support 
is increased suitably for which Government have been requested. 

6.8 A calendar showing tbe new lines constructed in the first 4 years of 
the VIII plan and those targetted for the 5th year is at Appendix·II. A 
statement of new line works which will be in progress at the 
commencement of the IX Plan is at Appendix-III. 

New Starts in the 9th Plan 

6.9 The Ministry of Railways have informed the Committee that new 
Starts will be of two types, firstly lines recommended by CERN Committee 
appointed by the Planning Commission to prepare a perspective plan for 
the construction of new railway lines, and secondly, the lines required on 
strategic, and operational considerations during the plan period. 

6.10 As regards the works proposed by the CERN Committee, the 
position is that the Committee appointed by the Planning Commission has 
already identified the requirement of new lines on capacity consideration 
till the end of the 9th Plan. These lines cover a total of 2902 kms. of new 
lines which were then estimated to cost Rs. 2758 crs. The linel 
recommended by CERN Committee and the present position in respect of 
each is as under: 

Section 

1. RQha-Mangalore 

2. Devas-Maksi· 
Indore-Dahod-
Godhra 

3. Koderma-
Manikpur 

4. Ballarshah-
Bibinagar 

S. Nadikudi· 
Venkatgiri 

kms. 

836 

316 

520 

290 

346 

Position 

Work will be completed within 
8th Plan. Alignment modified to 
760 KIDS. 
Work in progress. Category 'F' in list 
under item 1. 

In lieu of this construction of 3rd line 
has been taken up. Work on First 
Phase between Mughalsarai and 
Sonnagar is in progress. 
Survey is in progress. 

-do-



6. Bhildi-Viramgam 

7. Jaipur-Phulera 
parallel BG 

8. Rewari-Alwar 
parallel 

9. Bhimsen-Kanpur 

10. Kasganj-Aligarh-
Palwal-Rohtak 

Total 

145 

ss 

74 

20 

300 

2902 
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This work hu been aanctioned u • 
pan of Kandla-Bhatinda Gauge 
conversion project. However, the 
work is temporarily frozen in view of 
development of alternative route viii 
Mehsana-Marwar-Jodhpur . 

This work is no longer required due 
to Gauge conversion of Jaipur-
Phulera. 

This work is no longer required due 
to Gauge conversion of Rewari-
Alwar~ 

In lieu, 3rd line is planned between 
Panki and Kanpur. 

This work between Kasganj and 
Aligarh would not be necessary in 
view of the Gauge conversion of 
Kanpur-Kasganj-Mathura which is 
plannd in the· 9th Plan period. For 
Palwal-Rohtak, this is part of the 
NCR line for which survey is in 
progress. 

6.11 In this connection the Committee have been further informed that 
the final decision regarding taking up of the new line projects for which the 
surveys are still in progress will be possible once the survey reports become 
available. Even then, unless the survey reveal urgent operational needs for 
these lines, further new works may be taken only in the 10th plan so that 
some of the ongoing projects let completed and the shelf becomes 
manageable. 

6.12 As regards other lines for which requirement may arise on strategi"/ 
operational considerations, during the Plan, the projects would be 
considered for inclusion in the annual plan after conducting due survey, 
examination of the survey report by the Technical and Economic 
Directorates of the Ministry, appraisal by the Planning Commission and 
approval by the Expanded Board and CCEA u required under the extent 
procedures, within the outlays approved by the Planning Commission in 
the Annual Plans, by readjustment of funds and interpolating the priority 
amongst onaoing projects, on the urgency of the operational strategic 
requirement. 
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Gault COllvenioll 

6.13 The Indian Railwa,. have I multiple gauge system with three 
gauges viz. broad aauge, metre gauge and narrow gauge. As on 
31.3.1996, the Railway network CODIis'- of total route length of 62,915 
kms. The gauge-wise break-up of network is as follows:-

Gauge 

Broad Gauge 
Metre Gauge 
Narrow Gauge 

Route 
Km. 

40620 
18501 
3794 

Single Doublcl 
line . 'Multiple 

line 

2S5S6 15064 
18408 93 
3794 

6.14 The Broad Gauge linel arc lOcated mostly in the heartland of the 
country. On the broad gaule network the traffic is concentrated 00 the 
quadrilateral and diagonals. The Metre Oauae is located mostly in the 
peripheral areas. 

6.15 The Broad Gaule (BG) haa obvious advlDtages over the Metre 
Gauge (MG) and narrow gauge as it provides greater carrying capacity 
for movement of freisht and passenger traffIC. The multiple gauge system 
had lOme disadvantages from operating pointl of view. 

6.16 In this connection the Committee have found that the Railways 
are carrying out conversion of metre gauge to broad gauge in patches on 
selected routes since 1951 to cater to the need of increasing goods and 
passenger traffic. Dut it was only iD 1971 that the concept of gauge 
conversion (GC) as a policy emerged. In 1971, the Government 
announced its policy to have new lines only with DO and to progressively 
convert MG into BG. A.J a part of it, nearly 4000 kms. of GC bad beeD 
sanctioned. However, the proaresa 00 convenions was slow 00 account of 
inadequate resource and bigh cost of coDvel'JioD. It was realised that OC 
could only be done at a modest pace if the other more pressing needs of 
capacity augmentation and rehabilitation were to be met side by side. 

6.17 Various studies were conducted by expert Committee. 00 tbe 
subject. A Committee set up iD 1978 on Metre Gauge operation gave its 
recommendations in 1979. The Committee recommended upgradation of 
MO and conversion to DO on a IClcctivc buia. It stated inl,r-GliIJ that 
uThe conversion should be taken up only if it is found to be tbe leut 
cost alternative or it is otherwise fouad to be essential from operatiJi. 
consideration such u difficulty in bandliogthe transhipment traffic or 
provision of a through alternative DO link to relieve congestioD 00 
existing routes. While planninl for conversioD schemes, effortl should be 
made to maintain a through MG ~k connecting the Northern and 
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Southern MO system as weD as the Western and Eastern system, if it 
does not pose any insurmountable problemJ or too much cost". 

6.18 The National Tl'IlDSport Policy Committcc (NTPC) appointed by 
the Planning Commission in their Report in 1980 recommended the 
foUowing criteria for implementing pUle conversion projecu: 

(i) wben it iJ diJcovcred that the traffic likely to develop in future 
caDnot be bandied on the existing system. 

(il) when tbe magnitude of transhipment involved is such tbat it is 
uneconomical or is not feasible at aU, to bandle the anticipated 
volume of traffic. 

(iii) when it is needed for providing speedy and uninterrupted means 
of communication to areas which have potential for growth. 

'6.19 Based on these studies, the Railway Ministry came to the 
conclusion in or about 1981 that GC should only be done selectively 
where the traffic density was heavy, or transhipment at break of gauge 
points caused severe bottlenecks. Consequently, while presenting the 
budget for 1981-82, the then Minister of Railways observed that "the MG 
Railway with adequate inputs can render speedy efficient and economic 
rail transportation service 81 had been the experience in serveral (oreian 
countries. Despite the obvious advantaaCl of a uniform ,auge, the 
massive input of resources is a luxury which a developing country like 
ours, with perennial constraint of resources, can ill afford at this stage". 

6.20 In 1992-93 a significant change, if not total reversal, in Railway 
Policy with regard to gauge conversioD was made. While presenting the 
Railway Budget for 1992-93 the then Railway Minister in his budget 
speech in February, 1992 announced the launchin, of Project Unigauge 
wherein he declared the Ministry's decision to do away with the 
multigauge system. 

6.21 The IX Plan workin, Group on Railways in their Report have 
atated that project unigau,e was conceived with the objective of 
generating transport capacity by opening up alternative routes to ease the 
congestion on tbe BG trunk route which are working to saturation and to 
provide speedy and un-interrupted means of communication between 
areas which have potential for JI'Owth. It would also overcome problems 
associated with break of gauae transhipment which have hitherto stifled 
industrial growth in areas ICrved by the MG and NO network. These 
objectives wiD continue to IUide the IX Plan. 

In tbe VIII Plan, over 7000 kms of MG cl NG is expected to be 
converted into BG against the target of 6000 kmB. By tbe cod of VID 
Plan, total MO cl NO network left on IR would be about 20790 KIDs. 
Out of this about 6200 Kma. bas been planned to be converted to BG 
during IX Plan. 
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6.22 The particulars of various Gauge c:onversion programmoa and 
the level of progress made in varyinl degreca including thoac taken up 
under BOLT scheme are Jiven at Appendix-IV. 
UpgratUlion 0/ Existing Lines 
DoubUnI of IlDes 

6.23 The Railway network has a total route length of 62915 km. out 
of which 47758 km. consists of single line and 15157 km. has double! 
multiple lines. Thus only 23% of 'railway track has double or multiple 
lines. Almost aU the double/multiple track section lies on broad gauge. 

6.24 Doubling of single line is necessary for augmenting the traffic 
carrying capacity of the existing railway network. Doubling of railway 
route is done as per requirement of traffic. Once a route is selected 
from doubling, doubling of the entire route is taken up in stages 
according to the forecast of traffic and availability of funds. 

6.25 Proposals for doubling are initiated by the Zonal Railways 
taking into account the traffic pattern and existing line capacity. Traffic 
projections are made for each five year plan by the Railways in 
consultation with the actual user sectors and the concerned Ministries. 
These projections are discussed and finalised in consultation with the 
Planning Commission. According to the Ministry of Railways (Railway 
Board) those traffic projections are considered realistic as they are 
made after active and intense interaction with the actual users and the 
Planning Commission. Railways take up doubling of single line section 
when the existing utilisation of single line track reaches around 90 to 
95% of the capacity utilisation. 

6.26 The Ministry in their Memorandum on "Expansion of Railway 
network including on-going and proposed new railway lines and 
doubling of existing lines" submitted to the Committee have stated as 
follows:-
Objectives 

i. To progress and complete the doublins of the quadrilateral and 
diagonal trunk routes in the IX PIIlJI. 

ii. To undertake the construction of third and/or fourth linea on 
certain very busy routes in order to develop additional line..capaclties 
to handle the anticipated traffic on those routes in the IX Plan. 

iii. To undertake doubling on other important routes where the 
existing single line hu reached its saturation limit and further increase 
in traffic on such routes it anticipated in the IX Plan. 

6.27 The Ministry of Railways have drawn attention of the 
Committee that some of the doubling proposals as well as proposals 
for third andlor fourth lines may be on a new alienment which for all 
practical proposes would be a new line. The advantages to be gained 
in taking up the 2nd, 3rd and 4th lines on a new alignment would be 
development of alternative routes to existing busy and congested 
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ro.'tes, ecc::omic development of new areu, flexibility in operatioDS 
during floods, ac:cidentl and agitations on one route etc. 

6.28 In the first 4 yean of the VIII Plan Railways have completed 
838 kms. doublings and have targeted another 302 kIDs in the last year 
of the plan making a total of 1140 kIllS. The spill over into the IX plan, 
for c(: .:-Ipletion of on-going projects will be Rs. 1575 crores. The total 
length of on-going doubUngs yet to be commissioned at the 
commencement of the IX Plan will be 1657 km. 

6.29 Doubling of Railway lines, new starts on doublings in the IX 
Plan is proposed to be selected from out of the lines identified in the 
Master Plan, with priority being given to those lines where augmentation 
of line capacity would be required to deal with the anticipated growth in 
traffic. The outlay proposed for doublings in the IX Plan will be 
Rs. 2500 crores out of which Rs. 1500 crores would be spent for on-
going works excluding frozen projects and Rs. 1000 crores for new 
starts. In all about 2000 km of doublings are proposed to be 
commissioned in the IX Plan. Full doubling of the quadrilateral and 
diagonal trunk routes will be accomplished in IXth Plan. 

6.30 The Ministry of Railways will concentrate on section having 
100% capacity utilisation, considering the commodity wise traffic growth 
projections. While planning doubling, they will also take into 
consideration the high speed corridors being developed. 

6.31 Indian Railways have a large shelf of projects for expansion of 
railway network. Besides ongoing projects, in every budget more and 
more new lines are sanctioned and approved by Parliament. These 
projects. by their very nature are highly capital intensive. requiring 
heavy investments. However. due to severe resource crunch, and 
inadequate bl.dtzetary support, these projects largely lie unfinished 
leading to cost and time overruns. The Committee therefore desired to 
know the view of the special Secretary, Planning Commission. 

6.32 During evidence, the Special Secretary. Planning Commission 
stated the following on this point: 

"I think what is important is that there should be prioritisation, 
selective approach and reprioritisation so that the on going 
projects could be completed and they start yielding return. That 
has nol taken place. We have taken up too many projects. We 
have been telling the Railways that there is a need to prioritise 
the various projects that have already been undertaken. As I 
said earlier, there should be a proper mix. Some projects should 
yield return 10 that they reinforce the funds which arc otherwise 
not coming. The only way in which Railways can do well is to 
priorities their projectJ in a Jiven period of time. We are 
monitoring it and we have been empbuWng the Railways to 
follow it". 
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6.33 Clarifyinl the position the Chairman, Railway Board deposed u 
follows: 

"About aivina prioritica to the projcctl and to reduce the cost 
overrun and time overrun, we knew that this Committee knows 
better than any other committee; you arc mother Committee, 10 
far as the financing is concemed. Certain types of projects are to 
be IUpported by the BudJCt. This is the convention and this is the 
way of working. For Cl.ample, we have the railway electrification. 
It is entirely financed throvp the Budgetary support. All new 
lines are entirely supported by the Budget. This is again the second 
point which the Plannina Commission has bccn saying. I do not 
know whether I should UIC very .tron, lan,uage against the 
Planning Commission. lbey do not know or they refuse to 
understand the point. Let us say, when the Budgetary support is 
RI. 100, I would be able to complete 'X' number of linea; when 
the Budgetary support is brought down to RI. 10, how can I 
complete 'X' number of lines? Naturally, as far as the shelf of 
projects is concerned, I dare not cut out even a single project 
which has been approved by the Parliament. Nobody will allow us 
to do it. It is with ereat difficulty that a scheme is approved by the 
Parliament. If the Budgetary support ia SO or 60 per cent of the 
Plan size, bow can they expect me to complete tbe entire projects? 
The current Plan size is RI. 81.30 crore and the Budgetary support 
was RI. 1269 crore plus RI. 150 crore which comes to about 17 per 
cent. They arc determined to bring down the Budgetary support. 

The Prime Minister declared that there would be a national 
project of Udhampur-Baramulla Railway line which would be 
fmanced by the General Budget and outside know whom arc we 
going to deceive. The Prime Minister said that Rs. SO crore would 
be given by the Central Government for this. Ultimately they have 
give Rs. 30 crore and not RI. SO Clore. In that case, bow is it 
possible to complete it? This is a national project which hu 
nothing to do with the Railways. I never thought that at the 
highest level ia the Govemment they would be playing like this". 

Elaborating the point further be atated: 
·About the priority, the Planning Commission has been talkin, 
about the new linCi. Every year we allocate RI. 200 crore or 
RI. 250 crorc for new liDes. The number of projects is SO to 70. 
Some projects get RI. 10,000. For example, in Ot:issa, we have a 

, project for which the allocation wa only RI. 10,000. H the total 
cost of the project is RI. 600 crorc and if we allocate RI. 10,000 
every year, in bow maoy yean can wo complete it? So, under the 
cil"CUlDltaDCCI, 11'0 doin, our boat. Certain projcctl 11'0 very 
important from the Railway'. point of view where we would act 
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revenue if we complete it. For example, we have the Talcher· 
Sambalpur line and lOme other lines in the North-Eastern region, 
in the Dimapur area, tbe bridge on the Brahamputra, etc. 

I have no objection if we get a huge Budgetary support and we 
would like to complete the project as soon as possible, I would 
submit before this Committee that Gauge conversion wbich the 
Railways took up on their own or the doubling projects which we 
took up on our own, we do not get the funds generally. It depends 
solely on the avilabitity of resources. We have made a priority list 
and we would send it to the Finance Ministry or to the Planning 
Commission. If they want us to drop some of the Projects, we have 
to get some direction for that. I cannot do it on mv own". 

Electrification 

6.34 Electric traction is ·pollution free and energy efficient mode of 
transportation. Railway electrification bas assumed national importance 
because of the growing e!Dphasis on conservation and substitution of oil 
energy. As a consequence of heavy industrial and economic development 
in the country, the traffic on the railway system has been growing rapidly 
and the originating freight tonnage bas been 358.72 million tonnes, in 
1993-94, 364.96 million tonnes in 1994-95 and 390.69 million tonnes, in 
1995-96. Thus, Railway electrification is going to make a very significant 
contribution in this rapidly growing transport effort of the Indian Railways. 
However. the Railway Electrification could not get tbat much importance 
in the 8th Plan as compared to the earlier 6th & 7th Plans. 

6.35 The foJJowing table indicates the progress of electrification on 
Indian Railway: 

Period Route Km. Period Route 
electrified Km. 

electrified 

1 2 3 4 

Upto 1978 4723 1990-91 831 
Annual Plans (1978-80) 

195 1991·92 726 
VI Plan (1980-85) 

]522 VIII Plan 
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1 2 3 4 

VII Plan (1985-90) 
2812 (1st year 479 

1992-93) 
(2nd year 505 

1993-94) 
(3rd year 473 

1994-95) 
(4th year 609 
1995-96) 

Total (as on 31.3.1996) 12875 

6.36 The Ninth Plan Working Group on Railways in the Report have 
stated that the objectives of Railway Electrification in the IX Plan would 
be to complete the on-going works, to take up electriiication of the 
remaining un-electrified sections of the golden quadrilateral as also to 
covcr certain missing links. A total of 2300 route km. of railway 
electrification is planned in the IX Plan. Emphasis will also be laid on 
strengthening overhead equipment to meet requirements of heavy haul 
freight trains and longer passenger trains at higher speeds. Conversion of 
1500 VDC suburban system is Mumbai area (CR&WR) to 25 KV AC is 
also planned in the IX Plan as it is no longer possible to increase the 
frequency of the suburban services on the DC system as it- is not capable of 
taking any additional electric load. Replacement of OHE on age-cum-
condition basis, obtainin& power supply directly from NTPC, installation of 
capacitor banks to improve power factor, augmentation I construction of 
new traction sub-statioDi to cater for requirement of growing traffic 
demands, would also be requircd in IX Plan. Substantial drop in the power 
sector during VIII Plan period is an alarming factor for the Railways. 
Signalling and Telecommunicolion 

6.37 To cope with rising density and to meet better safety standards, 
Indian Railways is steadily modernising its signalling Iystem. Route Relay 
interlocking, Panel [Dter-Iocking, Colour Light IDd Automatic Block 
Signalling and Solid State Interlocking have been introduced on many 
routes.· Safety aids like track circuiting and interlock ina of level crouiog 
gates and provision of telephones at manned level crosaings have been 
increasingly adopted to further cnhance lafety in ,ltain operations. 
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6.38 Progress of signalling and safety worles. which arc closely 
interlinked, is indicated in the table below: 

Nature of Signalling I 
Safety Works 

1. Interlocking of stations 
2. Route Relay Interlocking 
3. (a) Panel Interlocking 

(b) Solid State Interlocking 
4. Multiple Aspect Colour Light Signalling 
S. Automatic Block Signalling (Track Km.) 
6. Track Circuiting: , 

(a) Fouling Mark to Fouling Mark on run-
through lines (No. of stations) 

(b) Fouling Mark to Fouling Mark on 
loop lines (Trunk " Important main 
lines) 

(c) Fouling Mark to Block Section Limit 
(Trunk &. Important main lines) 

7. Safety devices at level crossing: 
(a) Interlocking at level crossings 
(b) Telephones at manned level cr~sings 
( c) Lifting barriers at level crossings 

8. Auxiliary Warning System (Route Km.) 

Total No. of 
installations 

As on 31st AI on 3tat 
March 1995 March 1996 

5594 
'166 
1396 

3 
2378 
2724 

2866 

1271 

1285 

5567 
11175 
4845 
313 

5593 
'170 

1494 
'6 

2496 
2787 

3U8 

1312 

1591 

S624 
11685' 
4903 
313 

6.39 In this connection the Ministry of Railways have stated that Solid 
State Interlocking (SSI) as an alternative to relay I mechanical interlockina 
is being planned for introduction on Indian Railways. SSI system, designed 
and developed indigenously by RDSO in association with'trade and I.I.T. 
Delhi. has since been installed at Dushakheds station of Central Railway. 
Block proving by Axle counter System for ensuring complete arrival of 
trains has also installed on Central, Western and Northern Railways. 

6.40 Indian Railways has developed its own telecommunication network 
to meet its communication requirements. As a step towards modernisation. 
digital electronic exchanges. digital microwave system and optical fibre 
communication systems are being installed in replacement of exlsiJlng old 
systems or at the stage of expansion to bring about quaHtative 
improvement in the communication services. 

6.41 The existing electro-mechancial telephone exchallies ate bein. 
replaced by digital electronic exchanges for incrcaaed ~liability efficiency 
and flexibility. A total of 12981 lines coMectcd to digital electropic: 
exchanges have been added during the year bringing the installed capacity 
of telephone exchanges to 119607 lines. 
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6.42 For improving the reliability of long-haul microwave 
• communication, 404 route Km. of long-haul digital microwave system in 7 

GHZ range has been installed in 1995-96. 
6.43 18 GHZ digital microwave system has been commissioned on 151 

route km. on the Eastern Railway for improved reliability of train control 
circuts in areas prone to theft of underground copper cables. Additional 
facilities to passengers like auto-answering facility for train enquiry, 
electornic train display system and public address. 

6.44 The IX Plan Working Group on Railways in their Report have 
stated that safety is an inherent feature underlaying all works under 
various plan heads. Even the attempt at modernisation and technological 
upgradation has kept in mind aspects by which safety can be enhanced 
through better man-machine interaction, easier operating system and 
reduced need for human interface in maintenance. The outlay for Safety is 
not only under this Plan Head but, in totality, would come to Rs. 28210 
crores. 

6.45 Signalling is an area where modernisation and replaccment arc 
urgently nceded. Railways are dealing with human lives and properties and 
as such there cannot be any compromise with the safety. In an era of 
quantum technological advancement resulting in better equipment & 
providing greater safety through technical aids, e.g. provision of Auxiliary 
Warning System (A WS) etc., a total of Rs. 1600 crores outlay is proposed 
in the IX Plan. 

Rolling Stock 

6.46 The fleet of rolling stock, consisting of locomotives, coaches and 
wagons, constitutes the bulward of the railway assets. The adequacy of this 
fleet together with its efficient upkeep and optimum service ability, are 
matters vital to the operation of this system. The issues pertaining to 
production and maintenance of rolling stock have, therefore, assumed 
importance in any kind of appraisal of the modernisation in the railway 
system. 

6.47 For a better understanding of the growing importance of the rolling 
stock in the Indian Railways, it will be helpful to get a birds eye view of 
the rolling stock holdings. The following table brings out the comparative 
position at the end of 1950-51 and 1995-96. 

Rolling Stock Holdings 

Item 

1 

Steam Locomotives 
Diesel Locomotives 

Holding in 
1950-51 

2 
8120 

17 

Holding in 
1995-96 

3 

209 
4313 
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Electric Locomotives 
Electrical Multiple Units 
Conventional Coaches 
Wagons (in units) 

Source: Railway Board', Year Book 1995-96. 

2 

72 
460 

13109 
205596 

3 

2387 
3692 

29758 
280791 

The above table reflects only the quantitative change. There has also 
been a substantial change in technology, This is illustrated by the fact that 
the tractive effort of the locomotives has risen manifold; new coaches with 
better layout and more seating capacity are being manufactured and 
wagons having higher payload, and speed potential are put into service for 
optimum utilisation of line capacity. This also reflects in pace of 
investment in rolling stock that has been quite high. 

6.48 Indian Railway is gradually replacing four-wheeler stock by bogie 
wagons having higher payload and speed potential for optimum utilisation 
of line capacity. These include BeN, BTPN, BOX'N, etc. wagons. 

6.49 During the year, 1995-96, 1854 BOX'N wagons were put into 
service. This new design has enabled Indian Railways to increase trailing 
loads on most of the important routes from 3600 to 4500 tonnes. 

6.50 The IX plan Working Group on Railway in their Report have 
stated as follows: 

"Improvement in the wagon productivity has been essentially the 
result of weeding out of the older design plain bearing wagons, 
induction of air brake wagons of improved reliability and efficiency, 
and almost complete embargo on piecemeal loading. Utilisation of 
electric locomotives has not shown significant improvement due to 
the fact that the existing trunk routes are working to saturation and 
the average running time of the freight trains on the congested 
routes, where bulk of the incremental growth is to take place, has 
been rising. In the case of diesel locomotives, the utilisation has been 
low due to relegation of diesel traction to lower traffic density routes 
consequent on phasing out of steam traction. There has been a faU in 
the utilisation of diesel locos in passenger services also due to large 
scale gauge conversions in the VIII Plan as a result of adoption of the 
"Project Unigauge". The diesel locos are being increasingly used o"~ 
less important routes for short distance passenger services." 

It has been further stated that the requirement of the coaching stock is 
now worked out as per the actual needs rather than utilisation norms. 



Keeping in view the target of railway electrification and gauge. 
conversions in the IX Plan, the likely traction split in the terminal year of 
the IX Plan vis-a-vis 1994-95 is also indicated in the Table below. 

Passenger 
Freight 

Electric 

1994-95 

46.29% 
57.37% 

2001-02 

500/0 
67% 

Diesel 

1994-95 

53.71 % 
42.63% 

2001-02 

50% 
33% 

6.51 On the basis of the projected freight transport output of 353 lcms 
and Rolling Stock utilisation norms discussed in the foregoing paragraphs, 
the requirement of Rolling Stock in the IX Plan has been estimated as 
under: 

(i) Wagons: The Total requirement during IX Plan comes to 1.75 lakhs 
comprising 1 lakh on replacement account and 75000 on account of 
incremental traffic. Even though the indigenous manufacturing capacity is 
about 36000 wagons per annum, the industry has not been able to supply 
more than about 26000 wagon in a year in the past. The industry has, 
therefore, to gear up their production to the rated capacity by removing 
the bottlenecks in the production lines, wherever existing. 

(ii) Locomotives: The requirement of locomotives for the IX Plan has 
been assessed as under: 

Diesel Electric Total 

Additional locos for freight 210 678 888 
Additional locos for passenger 290 172 462 
Locos for Replacement 400 200 600 
Total Loco Requirement 900 1050 1950 
In IX Plan 
Locos being procured 800 950 1750 
Locos to be "released by DMUslMEMUsl00 100 200 
Total Locos Available 900 1050 1950 

The above loco requirement takes into account the requirement of locos 
by Konbn Railway. Indigenous manufacturing capacity of diesel (DLW) 
and electiic locomotives (CLW & BHEL) is 150 and 170 per annum 
respectively. Thus, for meeting the projected requirement of locomotives, 
the production capacity would have to be expanded by providing marginal 
inputs. 
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(iii) The need based requirement of non EMU coaches is 9000. It is 
planned to acquire 400 EMUs per annum which is the available 
manufacturing capacity. Acquilition of 2000 EMU coaches hu been 
planned in the IX Plan. In addition 'SO each of MEMU&lDMUs are 
proposed to be procured. 

6.52 Total requirement of funda for the roUing stock in the IX Plan hu 
been assessed RI. 28950 crores. 

In/ormation Technology 
6.53 Computerisation is one of the comer stones of the broad strategy 

adopted to meet the demands for . modernising the systems, flow of 
information and development of human resource.. The Ministry of 
Railways have planned an ambitious computcrisation programme for 
implementation. The application of computers in engineering accountin, 
and personnel administration, freight operation information, 
transportation, production planning, workshop service and reservations on 
Indian Railways is significant and sizeable. 

6.54 One of the most spectacular application of computer technology in 
the service of common man has been the railway Passenger Reservation 
System (PRS). PRS started in 1985 as a pilot project at New Delhi. The 
main objective was to provide reserved accommodation on any train from 
any counter, preparation of train charts and accountal of the money 
collected. This system was enhanced in 1987 to cover the entire Delhi 
Metropolitan area. In the same year, computerised reservation facllitiea 
were provided in Bombay and Calcutta by setting up new Computer centres 
with hardware similar to Delhi and the same software as at Delhi. 
Subsequently, Madr .. was also computerised on a similar pattern. By 
1988, the four metropolitan cities had computerised railway reservation on 
four independent computer systems. In further expansions, it was decided 
that only one more computer centre would be set up at Sccunderabad and 
all the locations will be computerised through provision of remote 
terminals. 

6.55 The IX Plan Working Group on Railways in their report have 
stated that a key objective of the IX Plan would be to develop IR's 
computerisation and information technology in a manner that will establish 
connectivity with the zonal and divisional computer systems and to extend 
this facility to otber systems like production units, training institutes etc. It 
is also proposed to expand tbe PRS network to cover SO additional statioOl 
and satellite locations in major and metropolitan citiCi. Interactive· Voice 
Response System would be provided at more locations. The system of 
computerised issue of unreserved tickets which has been started at Mumbai 
will be extended to other metropolitan cities. The computerisation of the 
materials and inventory management, fmanciaJ management will be further 
extended. 
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Container Traffic 
6.56 The Rapid growth in the demand for bulk transport had compelled 

the railways to evolve operating strategies and technology to match the 
demand. However, this led to the shift of some non-bulk traffic to the road 
sector. To satisfy the transport demand for non-bulk traffic as also to win 
back the traffic which had shifted to road, the Container Corporation of 
India (CONCOR) was started as a public acetor unit under the Ministry of 
Railways. 

6.57 The Container Corporation of India Limited (CONCOR) provides 
multimodal transport services. CONCOR', multifarioUi marketing strategy 
assists I.R. as ita "extended marketing arm" in regaining higb rated traffic 
as well u rationalising loading and movement wbere supply of empty 
wagons is difficult or involvCl extensive lew. Some of the highlights of its 
performance arc: (I) Increased bandling of Container-S94118 TEUs 
handled during 1995-96 as against 402632 TEUs during 1994-95 registering 
a growtb of 48 percent. (ii) Commissioning of CFS at New Mulund both 
for import bandling as well as export stuffing. A new export warehouse at 
the existing ICDlSabarmati in Ahmedabad was also commissioned. In 
addition, a new Port side CFS at Milavittan near Tuticorin was also 
commissioned. (iii) A bigger rail-linked ICD at Moradabad is being set up. 
(iv) Calcutta Port Container Terminal has been linked by rail and 
movement of international traffic between Calcutta Port, Raxaul and leDl 
Tughlakabad bas started. (v) Work on setting up tbe new leD at 
Belanganj in Agra was completed. (vi) Company has also been registered 
as a Multimodal Transport Operator (MTO) by Director General of 
Shipping, Mumbai and arrangements for MTO business have been 
finalised. (vii) Company has also started the bUliness of bonded 
warehousing at Whitefield in Bangalore and Tuticorin in Tamil Nadu. (viii) 
During the year CONCOR pioneered the transport of POL traffic in Tank 
Containers. 

Introduction of this container service has helped to partly make good the 
shortage of tank wagons on IR. 

The turnover of CONCOR bas increased by 67"0 from Rs. 217 crorcs in 
1994-95 to Rs. 384 crorcs during 1995-96. 

6.58 The IX Plan WorkiDg Group on Railways in their report have 
stated that at prcscnt the catire container traffic moved on the Railways is 
bandied by CON COR wbidl caters to both International and domestic 
container traffic which is expected to grow considerably during the IX Plan 
P,CJiod. N per the deciaion takcn by thc Ministry of Commerce, setting up 
~ ICDslCFSa bas been thrown open to tbe private sector aad part of the 
investment required OD this account could be provided by them. The 
international container traffic is expected to incrcuc from .. lakh TEU in 
1996-97 to 10.5 lakb in 2001-2002. During tbe lame period, the domestic 
traffic is expected to IJ'ow from 3.0 Iakb TEU to 4 lakb TEU. 



CHAPTER VB 

STATE RESPONSIBILITY 
Railways are the principal mode of transport for freight & passenger 

traffic in the country. They are the bulk carriers of commodities like coal, 
raw materials, stecl and mineral oila and are the lifeline of the oconomy. 
Apart from Railway being seven times more fuel efficient than road 
transport and also eeo-friendly, the land use by it is most economical. 

7.2 There has been more than five fold growtb in the freight traffic 
carried by the Railways since independence. However due to inadequate 
investment in Railways the growtb of traffic baa been catered to with the 
minimum of inputs barely adequate to meet the minimum needs. 
Consequentially, the network expansion bas been very low. After 
independence about nine thousand kms. have been added in the Railway 
Network till 1996. There have been continuous demands for expansion 
from tribal, backward, remote and biUy areas stiD inadequately served by 
Railways. 

7.3 To meet the &rowing demands, the Railways. require major 
investments for expansionlupgradation in their Five Year Plans & Annual 
Plan. Budgetary support is an important and less, inexpensive source of 
funding of Railways Plans. However, tbe growth of Railways bave been 
adversely affected by perpetual sbortage of resources. 
Central Government 

7.4 Budgetary support to Railways Plan wbich was 34% during the First 
Plan was gradually stepped up, reaching a maximum of 75% of total Plan 
outlay in the Fifth Plan. It came down to 58% & 42% in Sixtb and 
Seventh Plan and finally to 16% in 1996-97 whicb is the terminal year of 
the Eighth Plan. 
Market Borrowings 

7.5 Upto the Sixth Plan, the gap between the size of the Plan and 
internal resources was wholly financed by the budgetary support. Midway 
in the Seventh Plan, it was realised by the Government that because of 
constrained resources it would not be possible to fund the entire approved 
Plan of Railways through tbe normal cbannel of budgetary support 
extended by the General Finance. Therefore, it wu decided by tbe 
Government that a part of the requirement of additional assets should be 
met through market borrowinp. 

7.6 The funds mobilised by IRFC througb Market borrowings amounted 
to Rs. 6176.61 Crl. upto the end of 1994-95. Market borrowinp for 
financing tbe Railway Plan are comparatively expensive. As against the 
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so 
dividend rate of 7% Railways have to pay·'for budgetary support. around 
22% have to be paid to Indian Railway Finance Corporation for the 
amount mobilised by them through taxable bonds. During the last 
10 years. the Railway. bad to raise resources through IRFC and to pay the 
following lease chargca to IRFC:-

Year 

1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 
1~97 

Total 

Resources raised 
through IRFC 

720 
800 

1000 
1092 
1503 
1025 
856 
745" 
962 

185O(BE) 
10553 

Lease Charges 
(Rs. in erares) 

2S 
128 
262 
465 
626 
8SS 
960 

1125 
1395 
1443 

7284 

While the Ministry of RaiJwaya had to mobilise funds through market 
borrowings, a sum of RI. 1095.92 era. was outstanding against State 
Electricity Board&lPublic Sector Undcrtakinp as on 30.11.1994. 

7.7 Commenting on the declining Budgetary support to the Railways, 
the Ministry of Finance have in the Economy Survey 1996-97 stated as 
foUowa:- . 

"This baa forced tbe Railways to reprioritiae on-going projects of 
line expansion, rCllcwala, gauge conversion and electrification of 
key routes and hu adversely affected procurement of rollina stock. 
The Railway. have so far met the challenge by relying less oD 
budgetary support and more OD internal generation of resources 
which, in future. may have limitationa with increased outiay OD 
account of the Pay Commilaion recommendations and growinl 
leuer.cntala.~. Alternative IOutceI of funding based on market 
borrowings are also beina Iooket at although the servicing costs 
would. be hipcr. Private SecIor participation through schemca like 
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Build-Own-Lease-Transfer (BOLT) and Own-Your-Wagon-Scheme 
(OYWS) are also being explored. However, only limited SUCCCII 

has been achieved in these areas till now". 
7.8 Statements shOwing dividend paid on capit8J-at-charge and 

Budgetary support are liven at Appendix-VA &. VB. 
7.9 When asked to outline the Railways perspective for the Ninth Five 

Year Plan and the metbod of fmancing thereof the Cbairman, Railways 
Board, deposed as under during evidence:-

"Last year, we bave increased our traffic by almost 26 million 
tonnes. Our handling of wagon per day went up by 250--300. We 
reached a figure of 1750. We' bave used all the lines to 100 per 
cent capacity. Therefore, we feel if we want development in the 
country and if traffic has to increase at the same rate in the 
Railways, hea,'y investments are required in the Railways. That is 
why we are thinking and have given our plan to the Planning 
Commission. We have asked for a plan of Rs. 65000 crore against 
the Eighth Plan allocation of RI. 33000 crore. We feel tbat unless 
the Plan size is to the tunc of RI. 65000 cr.., the Indian Railway 
would stand in the way of the development of the country. The 
proaress of the country wiD be retarded by the Railways. 
Therefore, we will have to go in for trebling of lines wbere the 
double lines are in existence, and we wiD have to go in for 
quadruple of lines where the treble lines are in existence. The 
hinterland of tbe country tbat is, Mumbai-Calcutta, Calcutta-
Cbennai, Chennai-Delhi and Chennai-Mumbai this circle is called 
Golden Quadrilateral in Railways, wbere 65 per pent of the traffic 
is moved. Both on tbe four sides and the two diagonals, we have 
got 65 per cent of tbe traffae. All fields are developing only in 
these areas. The development of coal is maximum in Korba, 
Talcher and lB. Traffic of coal is 40 per cent in Railways. All 
these are located in these sectors. So, in this area we thought that 
three lines should be there in place of two lines; where three lines 
are there, we will have to go in for four lines; and in place of 
ordinary signalling, we should go in for automatic signalling". 

He further stated: 
"Heavy investments can only be made by increasing the investment 
and the equity share of the Government. At the most, we will be 
able to generate 20130 per cent for the Capital Budget. In the 
Revenue Budaet. there is no question of subsidy on the ,Indian 
Railways for many more years. I am confident that the Indian 
Railways will be able to meet every penny in the Revenue Budget 
for many more years. But in the Capital Budget, Rallways cannot 
let more than 30 per cent &om the internal resourc:ea. Ac:cordinl 
to m~, the Budg~ary support which is, as I said. should be to the 



52 

extent of 70 per cent. No railway system can exist on the borrowed 
money. Borrowed money means 20 per cent interest. The Railways 
which have a social obliaation to run the passenger trains, cannot 
be run on borrowed capital. We are paying huge amount of 
interest. It is almost RI. 1600 CTS. for the current year. I am afraid 
that if this rate of interest payment continue, soon the Indian 
Railways wiU become bankrupt. We may not be able to pay the 
interest and the economy will suffer very adversely. 

My personal perccptioR is that we should get 70 per support 
from the Government. We are not askinl 70 per cent in our 
document because from 15 per cent if I ask 70 per cent, people 
will think otherwise. So, I am asking roughly 4S per cent. In the 
heart, even 45 per cent is a very smaU figure. If they want the 
revenue should be very good, the gap between the internal 
generation and the total Plan allocation should be bridged. 

I submit before tbe august Committee that I am not even for a 
minute saying that the Indian Railways should not try to generate 
maximum money from the internal resources. We will try our best 
to improve our efficiency and to increase the assets to make the 
best of our resources. That endeavour will be there. By improving 
the technology, we are able to generate more than 30 per cent 
resources. To that extent budgetary support will be slightly less". 

7.10 Stressing the urgent need for providing more budgetary support to 
Railways, the Committee asked for tbe views of the Ministry of Finance on 
the subject. The Secretary (Expenditure) stated as under:-

wThis year, RI. 1269 crs. was the budgetary support given to the 
Railways. Recently, of course, the Finance Minister had agreed to 
provide something more to the Railways. So, in the Supplementary 
Demands for Grants to the Railways, another RI. 170 crs. has 
been provided. So RI. 1269 cn. Plus RI. 170 crl., is the budgetary 
support going to the Railways .... 

It is about four per cent of the Central Assistance. It could be 
increased within the overall &ross budgetary support, dependin& 
upon the studies made. Another aspect is this. The total 
investment which has gone to the Railways is Rs. 26000 crs. Out of 
Rs. 26000 crs., slightly more than Rs. 2200 crS. is invested by the 
Railways in the metro transport system on which they do not pay 
any dividend. They do not have to pay dividend because nowhere 
in tbe world Metro System is sustainable. Operationally, they incur 
losses because more and more burden on that hu to be borne by 
the general tax payers rather than the actual users. Out of the 
balance of RI. 23800 CI'I. Railways pay dividend @3.5% on capital 
employed for welfare activities or residential buildings based on 
the recommendations of the Railway Convention Committee. 
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They get dividend relief on a few other activities. Relief is 
refunded back to the Railways, whatever they pay, the amount 
which comes this year is Rs. 469 crs. If they pay a total dividend of 
seven per cent on RI. 23800 era., leaving aside 
Rs. 2200 crs. which is treated as expenditure on Metro System and 
where no retum is possible, the amount paid by them will be 
RI. 1587 Crl. minus RI. 469 era., that is, around RI. 1100 era. RI. 
1100 crs. is what the Railways pay for the entire capital invested in 
this and this works out to $lightly more than 4.6 per cent. It is the 
net dividend that is paid". 

7.11 Elaborating on the point raised tbat the dividend paid by the 
Railways was more than the Budgetary support provided to them the 
Secretary (Expenditure) further stated 81 foUows:-

"The reply to the specific point which you raised whether it is a 
negative balance on the part of the Railways, it is not so at all. I 
will give the figures for 1996-97. The budgetary support if RI. 1269 
crs., increased by Rs. 170 crs. subsidy given to Railways for 
dividend of uneconomic routes or strategic routes and new routes; 
welfare activities Rs. 469 en; and passenger tax Rs. 380 en. in lieu 
of the passenger tax amount given to State Governments which 
normally is a burden on the Railways. This has been taken on the 
general revenue side. It is a very important point. Because the 
State Government have a right under the Constitution to levy a 
passenger tax which would be their revenue. If they had levied the 
passenger tax the Railways could not have raised the passenger 
fare because there is a limit beyond wbicb fairs cannot be raised. 
There is an arrangement witb the State Governments that in lieu 
of tbeir foregoing this revenue they will be reimbursed by tbe 
Government of India. Railways are supposed to do tbat. But the 
Government of India reimburses it and the income that the 
Railways raise by additional tariff is retained by the Railway. 
Togetber it works out to RI. 209S era. against which they pay as a 
dividend about 1500 cra. or so". 

7.12 In this regard, the Chairman, Railway Board during bis evidence 
stated as folloWl:-

"That the money that I paid to tbe Central Government by way of 
dividend last year was about RI. 1563 as. and tbe budgetary 
support was Rs. 1269 crs. A time was there wben the dividend 
payment was much less than tbe budgetary support. Every year 
dividend payment is much higher than the budgetary support." 
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7.13 To a question whether regarding more Budgetary support 
was required for the Railways, the Seeretary (Expenditure) stated: 
"The Railways do need it. How are they ,oin, to have the money 
for investment? Here the point which is relevant is not the 
budgetary support per " but it ~ the total capial outlay or the plan 
outlay which the Railways can have. One fortunate position of the 
Railways in India is there as· compared to the other dcvelopinl 
country. You would have been what the Railway Ministry have 
collected information about two or three western countries. We are 
on a different footing. There, in the western countries, the 
Railways have been incurring losses, mainly bacause their Railways 
cater to six to seven per cent of the passenger traffic, about eight 
to fifteen per cent of the freight traffic. That is so because they are 
basically smaO countries which are more or less in the nature of 
our Metro traffic, which invariably has to incur loss; it can never 
be on a profit. But here, our Indian Railways have a high potential 
in spite of the social cost in certain se,ments." 

7.14 Drawina attention of the Committee to aenerating of internal 
resources by the Railways, the witneaa stated: 

"I would only invite the attention of the Committee to the figures 
of their own internal resources, that means, the profit which they 
could generate from 1993-94 to 1996-97. One unfortunate part is 
that this has been stagnating at the same level. Revenue has been 
going up. Every year, we are having fare revision, tariff revision. 
But unfortunately, expenditure has been more than these revisions. 
with the result the internal resource contribution has been 
stagnating. In 1993-94, it was Rs. 4340 crs; in 1994-95. it was 4055 
ers.; in 1995-96, it was 4423 ers. in the BE and in 1996-97, it was 
Rs. 4111 crs. It is somewhere a around RI. 4000 ers. which has 
been the internal resource contribution. This is the money which 
the Railways have raised because the freight rate in India are much 
higher as compared to our GDP than what they are in any other 
country in the West. We have to raise resources. The Government 
could fund the whole capital cost from the budget and take this u 
tax revenue. 
We have opted for a system under wbich the Railways get this 
money as internal resources. The internal rcsourcea should not be 
delinked from Government's own resources liven to the Railways. 
The sector like the Railways will have to necessarily consider this 
amount also as a part of budgetary support because it is coming 
from the common ~nsumer. It is the people who use the the 
Railways and who are paying for this. Otherwise, this money 
would have been tapped by the Government and put back on 
investment. This is one major area where our first effort should be 
to sec whether this could be increased. If the dividend is reduced 
to even below the four per cent level-in o'ther words, the 
Government's revenue becomes less then, the Government 
investment to provide a arou budgetary IUpport to Plannina 
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Commission diminisbca and the Planning CoDlJllission in tum to 
provide more money to Railways ()()mel down." 

He added furtber: 
"They bave also been allowed to raise from the market RI. 2750 
crs. No doubt, this bas got a cost because if they raise from the 
market the pay a higher rate of interest of 14 to 16 per cent. 
But unfortunately again our country is a high interest rate 
economy. We cannot compare ourselves with the Western 
countries where the borrowilll rate is 4 to 5 per cent. Here the 
market rate is 20 per cent at which the industries borrow." 

Summarising the discussion on this point, the Secretary (Expenditure) 
stated: 

"In short, what I am saying is that we have to take the totality 
of the whole thing because we have paid for a system under 
which different resource support to the Railways are all mixed. 
If we delink aU these and look at only the divident part and say 
after aU capital cost haa to be borne by the Government, why 
charge divident on .this, let it be free, then we have to take the 
totality of the whole thing where Railways wiD have to pay a 
passenger tax and the Government will have to raise revenue 
from the people who are using the Railways. I am not sure 
whether the net result will be better or worse for the Railways. 

Perhaps the subsidies inherent and hidden is so large in this 
sector. That is why we are compelled more and more to go in 
for roads, ports and airports which no longer need to be 
supported. The Planning Commission bas made certain studies. 
If you take the infrastructure sector. purely transportation, 
leaving the other infrastructural seeton Ute water and sanitation, 
there is no internal generation of resources at all. But the 
revenue gap of Railways is so huge that our budaet just cannot 
bridge it. It hu to come from additional resource mobilisation 
and fortunately Railways and road transport stiD have a potential 
for resorting to it. They have large areas of social a.ctor where 
the revenue potential is very low. But there are unfortunately 
very large areas where the potential is very high because is you 
have younelf said, DO countrj in the world hat,:,aRailwaya. 
which bas got • captive clientele waiting in queue for tickets. Ia 
any western ()()untry half the trains are empty. The occupancy 
rate is 10 low there. But the Government, bocauae they are ridl, 
stUl maintain It by subsidising from tbeir general budget. We 
have a ISO per cent occupancY here and many are long distance 
routes which are like inter-cootinenta1routea in European 
countries. This aspect may ldndly be bome in mind before 
puttin, aU the burdeo on the Governmeot in waivia, this. 



Waiving mellDl even with tbia minimal RI. 1500 era. retum 
which is the dividend, the lenera) budaet faces a deficit." 

7.IS Concurrinl with the views of the Secretary (Expenditure), the 
Financc Secretary stated as follows: 

"As far as the budgetary support for the Railways is conccmed, 
of course, I recognise that there are certain aspects. The 
Railways operations require subsidy and that is explicitly liven. 
We have a provision where we do not require them to pay 
dividend on uneconomic linea. For the rest, I do not share the 
view that for basic capital development,. the money should come 
from the budget. I agree that it takes a lot of time to make 
capital investment, but the Railways should be able to borrow 
from market and the service debt from their eaminas. Perhaps 
for that it should be corporatised. 

The issue whether the Railways should remain departmentally 
run organisation, the Finance Ministry bas not gone into the 
matter, so, I cannot speak on that. But there is a view widely 
held among many professionals that persisting with an 
organisational structure which keeps a departmental organisation 
aIld makes tariff fixation, function of the Government decision 
making is not conducive to the development of health railways 
system. 

Perhaps it should be corporatised. This Committee can make 
recommendations to both the Ministry of Railways and to the 
Planning Commission. Elsewhere in the world what happens ia 
that track is run by one organisation and the fellows who arc 
running the trains run it as a commercial operation, paying for 
the use of traffic and that would totally remove operation of 
trains to a series of corporations which can be public or private 
or joint venture of whatever it is. Now, there are many ways of 
operating the system. H it is indeed the view of tbis Committee 
that the existing structure should be re-examined, there is a lot 
of scope for looking at this possibility. We are already l0ia. it 
in the case of tourist traina. Rca1Iy there is no reason why thJi 
experiment should not be massively broupt about. If you really 
want India to grow at ICven per ccnt, which, I bcJiove, we hue 
the basic capacity to do, then, I think. ,\¥C baveto t!o major 
rethinking of structures. What I fear' is that everybody thinks 
that the solution to growing at seven per ccnt is more budgetary 
support. For telephoncs, we need budgetary support and for 
ports we need budaetary support. In fact, liven the heavy 
demands that we have for rural development, poverty alleviation 
schemCl, basic national ICalrity and things like primary health 
and education - these ICrvK:cs are meant to be liveD free at 
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the end - I think, any expectation tbat these problems can be 
solved througb the budget will be totally unrealistic." 

7.16 Efficiency in operation by optimising utilisation of existing assets 
coupled with economy measures adop~ed can lead to sizeable surplus. The 
operating ratio. i.e. the amount of money spent to earn a rupee, is a 
barometer to judge the efficiency of any organisation. The less the 
operating ratio, the better tbe fmancial performance. 

7.17 In the context of Railwayslcsscr operatins ratio meanl generation 
of more internal resources, and to that extent less dependence for 
budgetary support from the Government for financing ill various projects. 

7.18 While stating tbat the generation of internal resources bas stagnated 
over the past few years, the Finance Secretary deposed before the 
Committee as fonows: 

"In Railways, first of all, although the Government has a policy 
of inducting the private sector, in other infrastructural services, it 
does not have a policy of bringing in private sector into Railways. 
The Railways is not just a public sector corporation which is run as 
a department of the Government for yean. Within that constraint, 
what is it that we ca.n do? My feeling is, there is no doubt in my 
mind whatsoever that we should be investing more in the 
Railways; that we should not be doing through Budgetary support. 
I think that tbe Railways bave to concentrate on improved 
operational efficieny. Within the Railway if you look at the data 
which I think must have been given to you, the fact is that the 
internal resource generation in the Railways is stagnant in nominal 
terms. That means, the Railways have generated a declining 
volume of rail resources. In a growing economy, where the traffic 
is increasing, this I think simply is not viable. I think the solutions 
really lie in first of all, greater efficiency. They have lots of 
problems on the operational front which I am not competent to 
pronounce upon. But they know perfectly well what is needed. 
Taking care of problems of overmannins, etc." 

7.19 Asked to comment on the above opinion of the ~try of 
Finance, the Chairman, Railway Board deposed before the Committee u 
follows: 

"They talk of the Chinese Railways, French Railways and lueb 
other Railways. They have been telling us that the ChioOIC 
Railway is doing wonderfully well. I have lot with me an article 
which has appeared in an international railway journal which says: 
'Chinese Railway suffered an overall operating loss of 10 billion in 
1985. This includes an operating loss of 6.S billion for passenger 
services, which iJ an improvement of 9 billion loss incurred during 
the previous year'. So, the Chinese Railways which suffered a lou 
of 10 billion is considered by Railways as a wonderful Railway and 
the Inman Railways which hu not IUffered any lou and rather 

~. 
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improved its lurplusca is DOt understood anything by the Planning 
Commission. This is a very funny 10Jic." 

7 .20 Giving details about improving the efficiency in the Railways, he 
stated: 

"In the passenaer traffic we are suffering loss and in the freight 
operation we are makins profits. For freight operation we are 
using wagonl and engines. In the last two years new ideas have 
been brousht into commission. I do not know why we suffer from 
inferiority. We have taken a decision to make the engines halt with 
waSODI and we started calling it as Engine Unload System. We 
tried to improve the productivity of wagons appreciably by. losing 
the productivity of engines. This was the experiment which was 
tried about two to three years back. It was called as Engine 
Unload System, that is when goods train reaches the destination if 
we do not want the rake to be detained for 24 to 36 hours, engine 
will be kept on train if it can come back within four or five hours 
and then we will try to despatch wagon to the second destination. 
Normally an engine used to be detained for two to three hours at 
the terminal. So, it was some sort of a gamble. From three hours 
we tried to increase the detention to four or four-and-a-half hours. 
But when we were detachinl the engine to procure other engine 
and tben to attacb it on the load we were detaining the wagon for 
24 bours. The overall detention used to be 18 to 24 bours, We 
thought it is a worthwhile experiment, if we keep the engine on 
and witbin four hours despatcb a wagon. I am happy to inform the 
Committee that normally per year waaon kilometer per wason 
which is the most important index 10 far as wagons are concerned 
used to increase by 15-16 points. For example, it was 1407, 1457, 
1508, 1516 from 1990-91 onwards. There is an increase of about 15 
points every year. Last ycar from a figure of 1560, we touched a 
figure of 1754, that is, it increased by 200 points. What we could 
achieve in four years, we achieved in one year and tbat is how we 
were able to increase and lift and overall .tonnage of 26 million 
tonnes in spite of the fact that the numbet of waaons bad lone 
down. If the Plaonina Commission still wants to repeat what they 
are saying because they are not able to give money to the 
Railways, I cannot say anything about it. The deterioration in the 
engines' statistic is marginal. The improvement in the wagon 
statistics is phenomenal. 
I do not know on what basis they are saying that the 'improvement 
in efficiency has to be there. AJ I said, day-in day-out I have been 
telling my GeneraJ Manaaers and my people lbat today bas to be 
better than yClterday and tomorrow hu to be better than today. 
This should be the elbo of any manaament. Let me ten th1s august 
Committee that our statistics is one of the best 



in the world 10 far u UtiliaatiOD and other figure. arc concerned. It 
is not correct to pick out one figure from bere and another from 
there-which bas DO relevance - and then club it." 
The witness furtber .tated: 

"The second point is about the overall speed of loods train in 
Indian Railways. It UIed to be 18 kat. and now it is 24km. They 
say, wby it is so low. I would like to quote tbe lame journal: 
.... unless steps arc taken to improve procedures wbich bave 
reduced the average commercial speed of frieght train to 14 km. 
per hour'. In the European Railways the speed of a frelpt train is 
14 km. per hour and oun is 26 or 28 km. per hour. So, ~ is the 
position. No Manaser will be satisfied with the efficiency of tbe 
system but to say that there is inefficiency will be unfair to the 
Railways Employees." 

7 .21 The Financial Commissioner, Ministry of Railways (Railways 
Board) supplemented as follows: 

"About the operating efficiency I would like to say that it was 90 
per cent. We were spending 90 paise to earn one rupee. It has 
come to 85. This improvement has been achieved despite all the 
increase in wages and materials which are beyond the control of 
RailwaYI. As of today, out of the total working expenses about SO 
per cent expenses is on staff. This also bas been reduced from 60 
per cent. The increase is because of the Dearness Allowance -
which is released every fmt of Januuy and July - and other 
increase in material prices which arc of general nature. 

The Railways arc the only oreanisation in the Government of 
India which baa ,ot • committed and a contained manpower. In 
the last four or five years. If you look at the Financial Performance 
Dieest of the Indian Railways, it is a matter for satisfaction. But 
IOmehow or other, we are not able to convince the Planoin, 
Commission that we are doin, everthing that we can to improve 
tbe internal resource generation. M our Chairman said, there is 
always room for improvement. So, to say and to compare us with 
otber Railways or aayins with kind of a notional assessment that 
they arc better than the Indian Railways is not correct. We are the 
only organisation of the Governmeat where 50 per cent of the 
resources required for development arc being generated 
internally." 

7.22 Member (Mechanical) Railway Board also added: 

"The opcratioa ratio is worked out after lakina into account our 
expenditure OD pension and on replacement on asset. In other \ 
words, if we eam Re.l we pay for pension and for replacing the 
uset 82 1/" paise." , 
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Stille Government 
7.23 At present there is no role for State Governments in the 

infrastructural development of Railways. Unlike Roads. where respective 
State Governments spend money for the maintenancc of National 
Highways passing through their StateS and also State Highways. No such 
arrangement is there in the ~ of Railways. 
Uneconomic Branch Lines 

7.24 A number of branch lines carry traffic below capacity and are not 
commercially viable with the development of roads and change in the 
pattern of industrial development and urbaniaation. Many branch linea 
have lost their original utility. The losses on uneconomic branch lines are 
included in overaU social burden on account of fright and cOachins 
services. 

7.25 The Railways Convention Committee (1985) had. in their Fourth 
Report had recommended Closing down of 40 unremunerative branch 
lines where alternative road facilities are already available. It was 
suggested that in case State Governments disagreed to closure of these I 

lines for their own reasons. losses should be shared o~ a 50:50 basis. 
However, this concept has not yet been brought into practice and the 
Railways have been able to close down 15 such lines only. The Railways 
havc to operate a number of Branch Line Services. in whicb meagre 
traffic offerings lead them to become commercially unvaible, to the extent 
that even operating costs of services is not being recouped. Railway 
Reforms Committee had also recommended for closure of these lines. 
However the pace of implemcntation of closure has been very slow due 
to stiff public resistance coupled with a marked reluctance of the State 
Governments to either agreeing for withdrawal of services or to 
reimburse even the operating loss to the Railways. It has become 
~ncreasingly difficult to close these lines. A review of financial results of 
Uneconomic Branch Lines for the year 1993-94. shows that on an original 
investment of RI. 64 crores, the losses added upto RI. 146 crores on as 
many IS 117 branch lines. 
City Aulhority 

7.26 Witb the amendments in the Business AUocation Rules in 1986. 
the responsibility. of planning and coordination of urban traffic including 
tbe rail based ones now rests with the Ministry of Urban Affain and 
Employment (MOUA&.E). 

7.27 Processing of proposals for new schemes for urban transpon 
received from the State Governments and arranging Central assistance for 
them is now the responsibility of the Ministry of Urban Development. 
However. the Railways' role in respect of providing technical assistancc 
for detailed planning is very vital in such project. 

7.28 Railways at present are not investing in Metro Railway Projects 
aDd all other new projects coming up in various cities. The funds for 
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these projects bave to come from outside. The Central Government and 
the respective to States have to fund these Projects. 

7.29 During evidence, wben asked about the Plana of the Government 
for running Metro Railway in Delhi and other cities, the Secretary 
(Expenditure) baa stated u follows: 

"This is one area where the Railways have already been relieved. 
To that extent their funds are not getting into the Metro System 
except for the old ones which arc the legacy of past suburban 
system of Mumbai and Calcutta. All the new Projects that are 
coming up, Railways have made it very clear they are not going to 
invest from their own funds. It has that to come from outSide. 
Delhi system, which has been recently approved by the 
Government. is hundred per cent funded by the Government of 
Delhi and the Government of India. M far as the capital cost is 
concerned, they are borrowing from OECL and it is going to be 
managed by a separate company. Of course, it createa other 
problem because its funds arc raised from tbe general public. Some 
way or other. we will have to levy the surcharaes. In Madras. 
Railways have already reacbed an agreement of cost sharing 
between the local Government and themselves. Same is tbe case 
with the future expansion proarammc of Mumbai. Urban 
Development Ministry has also taken it up." 



CHAPTER vm 
CITY TRANSPORT AND METROS 

Suburban Railway 

Railway transport in cities is generally termed as Suburban Rail services. 
Suburban Rail ICrvic:ea are those shuttle services which serve the 
population of large cities with reference to the working hours in offices, 
industrial establishments. educational institutions etc. Suburban services 
were introduced in three metropolitan cities of India, viz., Mumbai, 
Calcutta and Cbennai. These beinl the port cities and cuily accessible by 
sea were the fint to becollle centres of trade and industry and thc;refore 
EMU were introduced in thCle cida to cater to mass passenger transport 
need. 

8.2 Organisation to administer and control the suburban rail services in 
each of the metropolitan cities of Mumbai, Calcutta and Chennai is 
Divisional Orpnisation headed by the Divisional Railway Manaler who is 
assisted by the Additional D RMs and officers and staff of the Operations, 
Commerical. Civil En&ineering. Signal and Telecom., Electrical 
Engineering etc. Details of Divisions in each of tbe above suburban areu 
are as follow: 

1. Mumbai 

Mumbai uea has two Divisions, namely, Mumbai division of Central 
Railway with Headquarters at Chhatrapati Shivaji Terminal and Mumbai 
Division of Western Railway with Headquarters at Mumbai Central. 

U. Calcutta 

Three Divisions of I.dian Railways are pruently lervin, the suburbs of 
Calcutta. These arc-Howrah and Sealdah Divisions of Eastern Railway 
and Kharaapur DivisioD of South Eutcra Railway. In addition Metro 
Railway is abo serving the suburban pauenFrs. 

ill. Chenoai 

In ChenDai area, there is oaly one Division, namely, Cheonai DivisioD 
of Southern Railwa, to adminiator aDd coDtrol the .uburban rail lervicea. 
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8.3 Thc 1cnath of suburban rail routca in and arouad aU tbctbrcc 
mctropolitan cities is U UDder: 

Suburban Arca Route Kma. 

1 2 

1. Mumbai: 
a. Western Railways 123.80 

284.00 b. Ccntral Railways 
2. CalcUltll: 

a. Eastern Railways 876.93 
121.76 
180.62 

b. Soutb Eastcrn Railways 
c. Metro Railway 

3. Ch~""ai: 
Southern Railways 166.56 

Mass Rapid Transit Syitem lor Metropolitan Cilia 
8.4 The followin, Mass Rapid Transit System are operatinJl 

commissioned in the MetrOi of Calcutta, Mumbai and CbcDnai:-
Calcutta 

(i) Metro Railway: Thc full length of 16.45 km. of the project is 
under commercial operation since September 1995 and residual 
works are in progress. 

(ii) Circular Railway: 13.50 kID. 1001, non-elcctrified single line track 
from Dum Dum to Princcppat for runnin, commuter traina with 
diesel traction bas already been commilsioncd and is in 
operation. Proposal to link Majerbat is on the card. 

Mumbal 
(i) Extension of Railway line from Mankburd to Belapur with a 

brid,e across Thane Creek: 
18 km. long Mankburd-Bclapur link to Ncw Mumbai has a1rcady 
been completed. Residual works arc in progress. 

(ii) Additional pair of lines betweeo Bandra and Andheri: 
Tbc project--construction of an additional pair of lines belweeo 
Bandra and Andhcri (7.2 Ian.) on the suburban system of 
Western Railwa)'--'is under commercial operation since May 
1995. Minor residual works are in pro&ress. 

(iii) Works sanctioned in 1995-96 and 1996-97: 
To decongest Mumbai and to develop New Mumbai-Thane-
Turbhe-Narul-Vasbi line (22.60 km.) costin, Rs. 403.39 crore, 
Belapur-Panvel doublin, (10.90 km.) costina Ri. 279.83 crore. 
5th and 6th linc between Kurla and Bhandup (10.00 km.) 

• costin, RI. 49.84 erore, Borivali-Virar quadrupling 
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(25.84 km.) costing RI. 327.21 crore, 5th line between 
Santacruz and Borivali (29.50 km.) costing Rs. 64.17 crorc and 
double linc between Scaweed and Uran (27.00 kID.) costing 
Rs. 401.81 erare have been sanctioned. All thele projects are 
undcr different stages of progress. 

Commuter services of Chennai Rapid Transit System betwccn Chennai 
Beach and Luz (8.97 km.) is in progress and the sub-section from 
Chennai Beach to Chepauk (5.04 km.) has been opened to traffic since 
November 1995. extension of the system from Luz to Valachery (10.30. 
kID.) costing RI. 430.21 crorcs has also since been sanctioned. 
Metro Railway 

8.S The commercial running of Calcutta Metro-India's first of its kind 
commenced on 24th October 1984, over a length of 3.40 kIn. between 
Esplanade and Bhowanipur. This was extended further south upto 
TOllygunge in April, 1986. Thereafter upto August, 1994, the Metro 
services were operating on this 7.64 km. length between Tollygunge and 
Esplanade only. Commencing from 13.8.94, the services were 
progressively extended during 1994-95 to cover a total length of 14.65 
km. in two separate stretches in north arid south, respectively. The 
through running between Dum Dum and Tollygunge was fmally 
commissioned on 27th September, 1995 and the last remaining station, 
viz., Mahatma Gandhi Road was opened to public from 11.2.96. 

8.6 The ridership on the Mctro Railway has increased rapidly with 
progressive commissioning of additional lengtbJ from 1994-95 onwards. 
At present over 2.5 lath commuten are availing themselves of the 
Metro services on working days. However, tbe maximum number of 
passengers, who have travelled on a single day, has bccn 2.S5 laths in 
normal times and 3.36 laths daily during the peak of the Dur,a Puja 
festival. 

8.7 Considering the high rile in passen~r traffic in all the 
metropolitan cities, there is ao urgent need for appropriate transport 
facilities for the people and also for providing underground rail services. 

8.8 Asked to state wbether they have conducted any .urvey in this 
regard, the Ministry of Railways, in a writtea reply, stated that they 
have not conducted any lurvey for urban pulColer traffIC u with tho 
amendmCDta in the Busincla Allocation Rules in 1986, the responsibility 
of plannina and coordination of urbaa traffic includin, thc rail based 

. ones now JCSta with the Ministry of Urban Affairs and Employment 
(MOUA&E). However, it is undcn&ood that certain detailcd studies for 
urban passenger traffic have been carried out by Ws Rail India 
Technical and Economic Sefvicca (RITES), a Government of Iodia 
Undertaking under thc Ministry of RaUways, on hcbalf of S,tate 



6S 

Governments and MOUAE in certain cities including Delhi, Bangalore, 
Hyderabad and Calcutta. 

8.9 Statement showing status of implementation of various Metropolitan 
Transport Projects (Railways) is given at Appendix-VI. 

8.10 When asked about the opinion of RailwaYI as to whether there 
should be a separate authority for augmenting and running of the metro 
rails in the country, the Ministry of Railways in a written reply had stated 
as follows:-

"The Indian Railways support the proposal for setting up of a 
separate authority for augmentation and running of the Metro rails 
in the country particularly in view of such projects being highly 
capital intensive projects and the budgetary support being made 
available to the Indian Railways is not even adequate for the 
projects of Indian Railways for carrying long distance freight and 
passenger traffic. However, it may be mentioned that Indian 
Railways are otherwise capable to handle urban passenger traffic 
projects if separate funds are made available to build them and also 
the Railways are compensated the losses incurred in operations and 
maintenance of suburban systems." 

8.11 Asked whether there is any serious thinking in the Government to 
improve the deteriorating transJ'ort services in metros and also about 
plans for metro railway in Delhi, the Secretary (Expenditure) stated as 
follows during evidence:-

"This is one area where the Railways have already been relieved. 
To that extent their funds are not getting into the Metro system 
except for the old ones which are the legacy of past suburban 
system of Bombay and Calcutta. All the new projects that are 
coming up. Railways have made it very clear that they are not going 
to invest from their own funds. It has to come from outside. Delhi 
system, which has been recently approved by the Government, is 
hundred percent funded by the Government of Delhi and the 
Government of India. As far as the capital cost is concerned, they 
are borrowing from OECL and it is going to be managed by a 
separate company. Of course, it creates other problem because its 
funds are raised from the general public. Some way or other, we 
will have to have the surcharges. In Madras, Railways have already 
rcached an agreement of cost sharing between the local Governmcnt 
and themselves. Same is the case with the future expansion 
programme of Bombay. Urban Development Ministry has also taken 
it up. Metro Railways will have to be an independent organisation. 
The capital cost will have to come from the General Budget. There 
is no dividend on tbat." 

8.12 To a specific question wbether Government is tbinking to bave a 
separate Corporation for all Metro Railways, the Secretary (Expenditure) 
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stated that for Delhi, a separate Corporation hu been fonned becauee it is 
a joint venture between Delhi and Union Government. 
. 8.13 The total number of Suburban pallCn,en hu increucd from 2430 
millions in 1994-95 to 2484 million In 1995-96. Passenger kilomctra .... 
also increased from 67989 millions to 73291 millions druin, the same 
period. 

8.14 The foUowin, table shows the number of pauen,en canied, and 
the financial performance of the suburban semcca of different Railways. 

No. of Passengers Eamin, Expenditure Profit! 
carried (in lakba) (in RI. Loss 

crore) 
W. Rly. 25 (daily) 271.19 191.50 +79.69 
C. Rly. 28 (-do-) 283.72 281.19 +2.53 
E. Rly. 4104.7 (per year) 
SE. Rly. 619.8 (per year) 20.80 75.49 -54.69 
S. Rly. 2140 (per year) 47.75 121.52 -73.n 
Metro Rly. 2.55 (daily) 11.70 22.25 -10.55 



PlUlellger TQTI/l 

CIIAPTEIl IX 

TARIFF POUCIES 

Indian RailwaY' ICI'VCI U the principal modo of 'paucnJCr traIl.port in 
the country. It is economical and ideally I1lited for lon& distance journeys. 
Indian Railway. operate daily 7SlS trains comprising of 2,973 ordinary 
paucnler and mixed trains, 1,237 MailIExpreu trains and 3,315 EMU •• 

9.2 The averaac speed at which the Mai1IExprcu trains run is 47.9 kID. 
per hour, ordinary puseDlcn trains at 31.8 km. per hour and EMUs at 
35.6 km. per hour (All OD Broad Gau,c Track). 

9.3 The tota) Dumber of passenger carried by Indian Railways during 
1995-96 .tood at 4,018 million and the number of pauenger knu. which is 
the product of number . of passengers carried and average distaoce 
travcrsed was 342 billion p.k.m. 

9.4 Paucnger revcnuc in different clusca with corresponding number of 
passengers km. for 1995-96 is Jiven below:-

No. of JIUIC ..... P ........ km. Reveaue 
(MiWoaI) ,. .. (MWioaI) ,. .(RI. m ,. .. 

crora) 

Noa-suburbaa 
Upper au. Z6.9 0.67 15,900 ".M 1124.93 18.40 
Second ea. 
MaillExpreu· 380.1 9.46 I,M,675 48.7. 3358.22 54.94 
Secoad CJau 
Ordinary 1126.7 21.05 8UD 25.18 893.07 14.61 
Total 1533.7 31.11 2,68,_ 78.57 5376.22 17.95 
Suburbu 
(d cUca) 2413.' 61.12 73,291 21.43 736.77 U.05 
Onad Total 4017.5 100.00 3,41,M 100.00 61U.99$ 100.00 

9.5 The pUlCn,er traffU: GO railway it c1auificd as .uburban and non-
suburban. 10 Doo-suburban category there are two furtber classifications-
lon, distance passen,er traffic bandled by mail and cxprcss trains and 
short diatancc pUlCnJCr traffIC by .toppin, puscn,cr traina. A journcy of 
morc than 300 kms. could be categorised u 100& distance passenger 
traffic. 

• Abo iacludes sapcr a.. 
SErduda RI. 11.52 CI'CInI ...... '" Metre Railway, Calcutta. 
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Long Distance Tariff 

9.6 By and large long-distance passenger traffic covers its costs and also 
generates profit. For long-distance journeys, railways operate mail and 
express services, with a gradation in fare structure, which varies with the 
quality of service. 

9.7 The long distance coaching service is generally by MaillExpress 
trains and there is lot of demand for such services, particularly during 
summer season. The seasonal fluctuation in demand for long distance 
services is more in trunk routes. There is wide gap between demand for 
and supply of such services. Though the Railways are running special trains 
and had increased coach and haulage capacity, still there is lot of demand 
which goes largely unmet. 

9.8 In this connection the National Transport Policy Committee has also 
observed as follows:-

"There is a heavy fluctuation in demand for non-suburban traffic in 
the year. The demand for passenger traffic shoots up during the 
holidays particularly in May and June and, thereafter, from October 
to December, and in a short period of two to three weeks, a very 
high demand has to be met by running special trains. This demand 
mostly for medium and long distance travel, is concentrated on main 
trunk lines which carry heavy traffic and suffer from serious problems 
of capacity." 

It recommended:-

"For a country of the size of India and increasing travel needs of her 
population, it is necessary to plan for a realistic growth of long 
distance passenger traffic, as otherwise conditions of travel will 
continue to remain extremely difficult. It has also to be kept in view 
that many more new centres of economic activity need to be created 
to disperse and reduce significantly the pressure of population in 
metropolitan cities which, in turn, will be possible only if travel 
facilities are available. Until now, the increase in train and vehicle 
kms. has been lower than in passenger kms. which has led to 
overcrowding. " 

Short Distance Tariff 

9.9 Apart from mail and express ICrvices, Railways also run stoppina 
passenger trains for short distance travel. These services mainly provide for 
second class travel, and tariffs for them are lower than for mail and 
express serv1OCS. 
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9.10 Short distance stopping trains from the operational point of view 
are loss making proposition as they do not enjoy economies of scale. 

9.11 The National Transport Policy Committee in this connection has 
also stated as follows:-

"Slow passenger train ICrvicea are subsidized... even from the 
operational view point such pasenger services act as a drag on long 
distance passt;nger and freight traffic. As this type of traffic for 
distances up to 300 kms. can be handled more efficiently by road, the 
railways should not continue to expand these passenger services. The 
dominant role of railways should be to meet the demand for long 
distance passenger traffic and its capacity should be reserved for it." 

9.12 The Miniltry of Railways in their Memorandum on 'Social Burden 
on Indian' Railway's submitted to the Committee have stated that a 
number of non-suburban coaching services are maintained due to socio-
economic considerations. Efforts to discontinue the uneconomic services or 
lines have not been very fruitful. The low fares on stopping passenger 
trains is the single largest factor contributing towards losses on non-
suburban coaching services. 

9.13 An analysis of the passenger services clearly bring out the 
following: 

(i) Ordinary passenger services (other than mail-express and super-
fast) invariably show heavy losses; 

(ii) Low passenger fares for 2nd class ordinary and even lower fares 
for Monthly Season Tickets and Quarterly Season Tickets contri-
bute heavily to losses. The passenger fares have not kept pace 
with the increase in input costs; 

9.14 The IX Plan Working Group on Railways in their Report have 
stated that apart from heavy losses suffered by Indian Railways due to 
operation of short distance passenger services, the situation has now 
become critical because of saturation of the existing high density corridors. 
It may not be possible to introduce additional long distance passenger and 
feight services unless restraint is exercised on the growth of such short 
distance services. Railways want that they should be suitably compensated 
for the losses incurred on the operation of short distance passenger 
services. 

Freight Tariff 
9.15 Indian Railways performs the role of 'Beast of Burden' as it carries 

bulk of commodities. The following bulk commodities arc carried by 
Railways: 

(i) 
(ii) 
(iii) 
(iv) 

Coal 
Foodgraios 
Iron " Steel 
Iron ore " other ores 



(v) Cement 
(vi) POL 

(vii) Fertilizers 
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(viii) Limestone and dolomite 
(ix) stones 
(x) Salt 

(xi) Sugar 
9.16 Freight movement constitutes only 40% of the total traffic carried 

by Railways, but contributes 72% to the total Railway revenues. 
9.17 During 1995-96, Indian Railway. loaded 390.69 million tonnes of 

revenue earning freight, which is 25.73 million tonnes more 'than the 
previous year. This represents the highest ever incremental loading 
achieved in a single year generating 270.49 billion net tonne kms. 
(NT kms.) of freight output. Overall loading including non-revenue 
traffic was 405.50 million tonnes. 

9.18 In order to contain the price rise and for the benefit of common 
man, Indian Railways has been carrying certain essential commodities 
below the cost of serVices. During 1995-96 major commodities 
contributing to social burden were foodgrains, salt, sugarcane, fruits and 
vegetables. livestock etc. 
Cross-subsidisation 

9.19 Due to various socio-political reasons Indian Railways have been 
subsidising passenger traffic particularly suburban and short distance by 
the earnings of freight traffic. This has been done by periodically 
increasing freight rates. The relentless increase in freight tariff year after 
year in every budget had led to decline in market share of freight traffic 
of Railways due to diversion of its freight traffic to the other modes of 
transport particularly roads. The Ninth Plan Working Group on 
Railways in their Report have stated that successive Railway Freight and 
Fare Committees have recommended that price of each of the services 
offered by the Indian Railways should be based on the cost of providing 
the same. At the beginning of tbe era of planned development 
passenger operations accounted for 59% of the transpon output (in 
terms of train kilometres) and generated 41% of the total earnings. The 
freight traffic accounted for 41% of the transport but generated 59% of 
the earnings. Thus, even at that time the freight traffic was subsidising 
the passenger traffic. Over the years the extent of subsidy accorded to 
passenlcr traffic has increased significantly. In 1994-95, passenger traffic 
accounted for 60% of the transport output but contributed only 28% to 
the earnings. Thus. the extent of cross subsidy in the past 45 years has 
increased. This would have to be brought back at least to the level tbat 
existed in 1951 in order to enable railways to provide quality and 
quantity of services demanded by public and the core sectors of 
economy. 
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9.20 A comparative analysis of passenger and freight tariff for the major 
railway systems of tbe world is placed at Appendix-VII. 

9.21 Pointing out tbat cross subsidisation of passenger fares by freight 
tariff by Indian Railways is a major cause of concern, as it adversely affects 
the financial viability of Railway., the Finance Secretary during evidence 
depo!t.1 as foUow.:-

"I think there ia DO doubt that every time what is happening ia 
tbere is overcharging in the freight traffic in order to subsidize the 
passenger traffic in the Roilways. Now tbere is a limit here. 
Beyond that point the freight just moves to the road, that is 
frankly wbat bas been bappening. The Railways will not be able to 
overcharge freight. It pull a limit on how much freight 
overcharging you can do. And what is happening every time is that 
if you look at the structure of freight of tbe railways, you can 
know that the Railways takes care of the bulk of foodgrains, coal 
and fertilizers. Railways contribute to the general cargo ...... the 
point is that they arc trying to overcharge general cargo. To my 
mind any standard international comparison will tell us that we are 
vastly subsidizing passenger movement in the Railways. I have tbe 
privilere of expressing this view in the earlier sittings of this 
Committee. If we are not willing to take up thit issue, I do not 
think we are solving the problem of Railways. Passenger fares in 
Indian are relative to freight. 

There is a good indicator which you can ask the Railways to give 
you. Look at the ratio of passenaer fare per passenger kilometer to 
cargo per tonn~ kilometer. Just by constructive indication you will 
find that this ratio is the lowest of virtuaUy of aU tbe countries. 
You can make comparison. Economic laws arc no different ill 
other parts of the world. We should see what other feDow. are 
doing. I am making a slight correction. Compared with india, 
Sri Lanka bas even WOI'IC. But aU the otber countries - 1 am 
looking at developing countries - India', ratio is 32." index,· 
Indonesia"'3, Turkey ... 3, Thailand-64, Korea-87, China-1S1. Of aU 
the countries of the world, China is the one we should compare 
ouraclvca. The Chincac make a very conacious decision. They will 
not subsidize passenger fares IJ'd their Railways - if you look at 
the contribution of Railway. - to the strength of the economy. 
What the Chinese have done with minimum resources is that they 
have upgraded. This is my understandin,. Alain I would differ 
with the Plannin, Commission and in the Railway. tbemsclvca. 
They have ensured top claas bigh quality well invested structure in 
the main traffic areu wbere freight traffIC ia .upposccl to move. 
And since it is not cay to tax people, they have said that 
pulCnger fare movement aced not be aubaidized. Now, people do 
DOt travel on the train every day exceptio. in suburban traffic." 
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The witness further Itated:-

"Really, I think, we have been puabed into • completely 
unjustifiable and counter productive populist desire to" keep 
passenger fares low which in my view is unviable and damagina to 
the Railways. I think, the Railways, must understand that this 
problem simply cannot be solved by injecting more funds through 
the budgets because it is limply to say basically that people of 
India must be taxed in order to subsidise people travelling by rail 
in India and there is no justification for that. It ICCms to me that 
the biggest problem we have is • completely irrational passenger 
fare structure. If you give an appropriate direction over a five year 
period that we should totally eliminate this bias. I think, there is 
one other point that our Railway network is not rationally planned 
at all. We have paid far too much importance to expanding 
Railway network and adding new" lines. I think we need to 
reconsider some of these points. I do not know, if the Railways 
agree with this view but the consequencc of subsidising passenger 
movement is not just that the resources with the Railways &0 
down. The fact is that when you add every passenger train, you 
add it in place of three goods trains, wbicb either ends up delayin, 
movement of goods. The introduction of subsidised passenger fares 
is a double effect on tbe Railways' efficiency. It not only produces 
subsidised services which damagel that financial viability of tbe 
Railways but it displaces goods movement to a much greater 
extend than the passenser movement that it adda. And not only it 
displaccs it, it lowers the quality. 

Quite frankly if you want the internal regions of the country, the 
ones which are far from sea ports, to benefit from tbe process of 
globalising growth, export performance and in terms of baving 
timely delivery of imports then reaDy its goods carrying capacity 
and tbe qUality of that capacity of the Railways will make sure that 
we have growth allover India. I think we ue jco"pardising that by 
the policy we are foDowina. It is rouply my view on bow we 
should bandle thiJ problem and I believe, we can briog iD a time. 
bound five year programme which could receive political IUpport 
and I think the Railways would be able to solve most of its 
problems." 

9.22 Asked to give his comments on the view expreased by the Finance 
Secretary reaardiog cross-subsimsation, the Chairman, Railway Boud 
deposed before the Committee u followl:-

"I would like to lay that what I have Mud from thousands and 
lakhs of people is, "the farca bave lone up.' You too must bave 
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haa talks on fares with the people in your capacity as the 
Chairman, Railway Convention Committee. It is not an absolute 
figure; it is a relative figure. It is connected with the GDP and the 
average pay earning of an Indian. I cannot compare my fares with 
the American farea bccaUIC of tbe fact that their standard of living 
is different. Railways of Germany, France, U.K. and other 
European countries have been making loss. Second Class fare in 
India is cheaper but from the GDP consideration is costly. Upper 
class fares and some traffic costs are much bigher in India..... the 
average level is much bigher. Here is the international passenger 
fare rate ratiOl: Sri Lanka 19.5; India 32.4; Pakistan 33.8; Grcccc 
34.3 .... In China, it is 151. That means, passenger fares are very 
high there. Passenger fare hike by SO per cent has resulted in a 
drop in that country. They said that the need for investment has 
been highlighted by recent decline in Chinese railway passenger 
traffic. The sharp drop of 400,000 since October, 1995 is blamed 
on the 50 per cent fare rise combined with the problems of 
overcrowding and poor ventilation on trains and the growing 
attraction of the highways." 

The witne~ further stated as follows:-

"My submission before the Committee is tbat 97 per cent of our 
passengers travel in second class or second sleeper class. No person 
can increase the fare of second class by SO per cent. If you increase 
the first class fare by even 20 to 30 per cent, you are not going to 
get large sums. Ninety-seven per cent of persons travel in ~ond 
class. Now, I leave it to you." 

Elaborating the point further, be slaled:-

"My personal opinion is that in tbe case of suburban travels, 
particularly, seasonal tickets, we can go in for an increase in the 
farel of ICUOnal ticket farca in suburban trains by 50 per cent or 
even double. Then again I do nol know whether we would be able 
to do it or not. Since you have asked me, I am giving the candid 
reply." 

The witness further added:-

"Our seasonal ticket on suburban sections are absolutely very low. 
There it can increase even by 100 per cent. Secondly, we can 
increase the fare, to some extent of, the sleeper accommodation on 
the train because it is a boon OD the train and we can defmitely 
charge higher rate towards this. I wonder whether it is possible to 
increase tbe fares." 
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9.23 Supplementins the views of the Chairman, Railway Board, the 
Financial Commissioner stated as 'foUows:-

"If I increase my second class fare, it will give Rs. 2SO crore toRs. 300 
crore; five per cent increase in freight will give Rs. 750 crore to 
Ri. 800 crore; and monthly scasonal ticket wiU Jive Rs. 25 crore to 
Rs. 30 crore. It is a question of balancing pressures and tbe 
reaction of tbat." 



CHAPTER X 

PUBUC SERVICE OBUGA nON AND SUBSIDY 

Background 

India is a Welfare: State as enumcatcd in the Constitution of India. 
Indian Railways (IR) being a pan of tbe Government of India, have 
undertaken a number of social obligations, which tbey have been 
discharging for a long time within the constraint relating to availability of 
resources. Indian Railways have been assigned the dual task of providing a 
modern Railway Transport System at least cost to the society while 
maintaining its financial viability. It has a deep social obligation to 
subserve the national objective by providing the basis and necessary 
transport infrastructure for promoting economic development and rapid 
industrialisation of the country. Traditionally, Railways have been 
providing certain services both passenger and freight below the cost of 
operation. The losses accruing to the Indian Railways from uneconomic 
services, both passenger and freight, operated on wider social or national 
grounds are termed as 'social burdens' or 'social obligations'. 

Magnitude of 'Social Burden' on IR:-

10.2 The mapitude of social burden on IR, used to be assessed 
including cost of Staff Welfare measures anll law and order cost till 
1991-92, methodology coDsisted of: 

(a> Losses on freight services for carrying certain csscntial commodities 
at rates much below the cost, 

(b) Losses on sub-urban puscnger services, and 

(e) Losses on nOD-suburban coaching services. 

The above broad heads also include the Railway's social burden on 
account of losses on operation of uneconomic brancb lines and cost of 
travel conc:essiollJ to various categories like students, sportsmen, blind, 
mentally retarded penons senior citizens, etc. and lou on new line opened 
for traffic iD the last IS years. 
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10.3 Table below gives the magnitude of social burden borne by IR over 
the years:-

Year 

1980-81 
1985·86 
1986-87 
1987-88 
1988-89 
1989·90 
1990-91 
1991·92 
1992-93 
1993-94 
1994-95 
1995-96 

Table 

SoQal Burden on IR 

Loucs on 
Commoditica 

Carried 
Below Cost 

133 
183 
190 
184 
293 
284 
406 
323 
2SO 
6S 
46 
43 

Lossea on Losses on 
Suburban Non-suburban 

ServicesCoaching 
Services 

34 253 
82 874 

lOS 1013 
147 1322 
122 1229 
198 1622 
207 1589 
213 1563 
216 1743 
20S 1656 
211 1716 
2SO 1813 

(e Total includcl ata« welfare, law and order cost) 
SllIff Wei/lUI ... lAw ... 0,. Cnu:-

(RI. in crore) 

Total 
Social 

Burden 

420 
1139 
1311 
1653 
1644 
2104 
2202 
2099 
1549 
1216 
1215 
1165 

10.4 Durin, the c:oune of mcctiq of tbe Consultative Committee of 
Members of Parliament for the Ministry of Railways held" on 10 February, 
1993 the subject of social burden on the Railways was discussed. One of 
the Members had desired that .taff welfare meuure. and Law and Order 
costs should not be treated u 'Social Costs' and combined with other 
Social Costs. The Membel1 of the Coalsultative Committee were of the 
opinion that health, housin, and staff welfare meuures were the 'normal' 
welfare activities of any commercial organisation and these should be 
borne by the Railways and abould DO.t be included while assessin, Social 
Burden. The matter w .. examined in the Board's office and since 1992-93 
it bu been dcddcd, with the approval of Minister of Railways, that the 
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expenditure on health, housing, education and law and order ~(lsIS should 
not be considered as 'Social Costs'. 

10.5 Railway Freight and Fare Committce (RFFC) dllring its 
examination of the subjcct of social burden has also made similar 
observations. It has stated th~t expenditure on (i) welfare D'I:a .. uws like 
subsidised education, medical care and housing for railway cOlplnyc:t:! and 
(ii) on police force both RPF and GRP should not be u'cllt~d 8.41 social 
burdcn. Therefore, these elements should be taken out of sOl:ild COSlIl. 

Further, summing up their recommendations RFFC bas suggested that 
losses due to social responsibilities should be the least componcllt of IR's 
corporate aims. 

Railway Board has acccpted and implemented thill .s~ct. 

10.6 Hence, net social burden is beina asscssed after deducting ('ost of 
staff welfare measures and law and order from total losses belOit incurrcd 
on Indian Railways on account of carrying freisht and palfiC'l1lcrll below 
the cost of operation. As a result the net social burden U ;1s.sls,'iCd for 
1992·93 and 1993·94. 1994·95 and 1995·96 has com~ dowli SlIbfitantiaJly as 
compared to the previous years. 

Details of social cost for these years are summari.~d bdow: 

Social Burden for 1992·93, 1993-94, 1994·95 and J99.~-Wi 

(R5. in crOl'c) ._ .. _ ...• __ ._-
1992·93 1993·94 1994·95 lWS-% 

-.~-.......... ~-- .. -
1. Loss on essential 

commodities carried 
below costs 250 65 46 41 

2. Loss on Coaching 
Services 
(a) Suburban 216 205 211 250 
(b) Non-Suburban 1744 1656 1716 1813 

-_._-- .... _.-._-
(c) Total of (a) & (b) 1960 1861 1927 2063 _._---- .......... _-

3. Total Losses 1+2(c) 2210 1926 1973 ~1Il6 

4. Deduct: Staff Welfare and 
Law and Order cost (-)661 (-)710 (-)7:;8 (-)941 

5. Net Social Cost 1549 1216 121S 1165 
-_ ....... '1---
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SocW BUTtkn on IICcowal 0/ Fr~ighl S""icu:-
10.7 In order to contain the price.rise and for the benefit of 

common man, IR has been carrying ccrtain cucntial commoditics 
below the cost of services. Durina 1995-96 major commoditiea 
contributina to aocw burden were salt, IUprcaue, fruita and 
vegetables, live stock etc. Details of commodity-wile louCI for the lut 
five years are liven below:-

Losses on Commodities C4"ied Below COSI 

S. Commodity 
No. 

1. Foodgraina 
2. Sugarcane 
3. Salt 
4. Fruits &: 

Vegetables 
5. Livestock 
6. Edible Oils 
7. Coir Products 
8. Oil Products 
9. Fodder 

10. Bamboos 
11. Firewood &. 

other fuel 
12. Provisions 
13. Other 

Commodities 

TOTAL 

91-92 

158.0 
24.8 
56.4 
11.3 

3.8 
2.7 

12.7 
3.2 
1.1 

5.0 
43.7 

322.8 

92-93 

160.1 
32.2 
15.6 
7.9 

3.6 
2.9 
2.7 
2.6 
2.3 
2.1 

18.3 

250.8 

93094 

ZO.8 
16.9 
3.5 

3.0 
1.2 
2.7 

1.8 

1.4 
14.2 

65.4 

(In Rupees Crorc) 

94-95 

14.01 
10.38 
07.95 

05.25 

02.10 

01.60 

01.60 

46.66 

95-96 

20.74 
08.57 
06.69 

03.10 

01.89 

01.00 

01.09 

43.08 

10.8 The above table indicatca that there hal been a lubstantial 
reduction in these losses from RI. 322.8 Cr. in 1991-92 to RI. 43.08 
Cr. in 1995-96. One of the major reasons for this reduction hu been 
the elimination of foodgraina from the list due to revision in tariffs. 
Social Burden on account of SuburbGn Servicu:-

10.9 There hu been a substantial growth of IUbur.,... traffic in and 
around the metropolitan cities of Mumbai. Calcutta and Chennai durina 
the lut forty years and it provides a lifeline to the people residinl in 
these cities. The rise in suburban passengers kilometres (PKMs) over 
the past four years from 1990-91 to 1995·96 bas beC.D about 6% which 
had grown by approximately 45% in the decade 1980-81 to 1990-91. 
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The increase in number of suburban passengers (originating) and 
passenger kilometres for selected years is given in the Table bclow:-

Year 

1980-81 
1985-86 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1995-96 

Notes: 

Overall Growth 0/ Suburban Passenger Traffic 

Suburban@ Passenger 
originating 

2000 
1884 
2259 
2412 
2282 
2302 
2430 
2484 

(Figurcs in million) 

Suburban- Passenaer 
KM 

41086 
45438 
59578 
63390 
60448 
63045 
67989 
73291 

(1) @In computing no. of passengers originating: 
(i) A passenger holding a return ticket is treated as having 

originatcd twice. 
(ii) Monthly season tickets are taken as equal to 50 single journey 

tickets each and quarterly as 150. 
(iii) Children tickets are treated as adult tickets. 

(2) -Transportation of one passenger over one kilometre. 
The main reason for losses on suburban services are low second class 

fares and even lowcr fares for monthly and quarterly season tickets which 
are available up to a distance of 150 kms. In addition, inadequate 
occupancy also adds to the losses. 

10.10 Suburban passengers constituted about 62% of the total 
passengers carried by the Indian Railways in 1993-94 and contributed 
roughly 12% of the total passenger earnings. On the other hand, 
suburban passenger kilometres constituted about 21% of the total 
passenger kilometres. Out of the total traffic of suburban services, the 
percentage of journeys performed by seasons ticket holders alone 
accounted for approximately 69% of the total, the balance being made up 
by single journey passengers. However, the season ticket holders 
contributed roughly 48% of the total suburban passenger earnings. 
Suburban passenger kilometres earned by season ticket holders accounted 
for about 73% of the total suburban passenger kilometres. To sum up,' 
therefore, in 1993-94 season ticket holden constituted 69% of the total 
suburban passengers, accounting for 73% of the passenger kilometres, but 
contributed only 48% of suburban earnings. 
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10.11 The losses on suburban railways on IR for different years since 
1989-90 to 1994-95 arc given below:--

Railwily-wise losses on Suburblln Services 
(RI. in Crore) 

Railway 89-90 90-91 91-92 92-93 93-94 94-95 95-96 

W Rly. -2.6 8.4 24.9 50.0 63.9 
C Rly. -24.9 -16.6 -7.8 -7.1 -10.3 
E Rly. -99.0 -120.7 -lSO.7 -155.9 -151.5 
SE Rly. -31.8 -33.8 -32.2 -45.1 -42.2 
S Rly. -39.3 -44.6 -46.9 -57.6 -65.3 

Total -197.6 -207.3 -212.7 -215.7 -205.4 -211 -250 

Socilll burden on Ilccounl of non-suburban coaching services-

10.12 The suburban services for the urban commuters arc confined to 
the three metropolitican cities of Bombay, Calcutta and Cbennai. On the 
other hand non-suburban coaching services co~er the length and breadth of 
the country and even reacb tbe remote comers of the country. A number 
of servia,. are maintained due to socia-economic considerations. Efforts to 
diKontinue the uneconomic services or lines have not been fruitful as no 
State Government agrees to do away witb the services. The low fares on 
IIOppin, plIIICD,er trains is the single largest factor contributin, towards 
ioues OD noD-suburban coacbing services. 

10.13 AD analysis of the passenger services clearly bring out the 
foUowin,: 

(i) Ordiaary paucD,er services (other than mail-expreu and super-fast) 
invariably show beavy losses. 

(ii) Low passenaer fares for 2nd class ordinary and even lower fares for 
monthly and quarterly lCason tickets contribute heavily to losaea. 
The passenger farcI bave not kept pace with the increase in input 
costs. 

10.14 Railways bave also been offering concessions to students, 
sportsmen, deaf and dumb, ~lind, pbysically handicapped, mentally 
retarded persons etc. wbicbc:ontribu&e towards social burden. 



Cost of Services vis·a·vis Rates Charged-
10.15 A comparison between the Cost per PKM (for Passenger Services) 

and Rates being charged per Passenger Kilomctre on IR since 1989-90 arc 
given in the following Table: 

Passenger Services: Cost vs Rate Charged per PKM 
(Figurcs in Paise) 

Year Cost Per Rate per PKM 

1989·90 17.87 9.49 
1990·91 18.63 10.60 
1991·92 19.29 11.70 
1992·93 22.84 14.40 
1993·94 25.18 16.51 
1994·95 17.09 
1995·96 17.87 

10.16 It is seen that the rates being charged from the passengers do not 
cover the cost of passenger operations and as a consequence the passenger 
services entail heavy losses for Indian Railway system. 
Uneconomic Branch Lines 

10.17 A number of branch lines carry traffic below capacity and arc not 
commercially viable with the development of roads and change in the 
pattern of industrial development and urbanisation. Many branch lines 
have lost their original utility. The losses on uneconomic branch lines arc 
included in overall social burden on account of freight and coaching 
services. However, the losses for the last five years on this account arc 
given below: 

Losses on Uneconomic Branch Lines 

Particulars 91·92 92·93 93·94 94·95 95·96 

1. No. of branch lines 116 116 117 119 115 
2. Original investment 

on thcse lines 76 62 64 153 266 
(Rs. in Cr.) 

3. Losses (Rs. in Cr.) 123 134 146 166 153 

10.18 No dividend is paid to the General Exchequer on the Capital Cost 
of strategic and commercial uneconomic branch lines but losses are being 
borne by the Railways. 

10.19 The Railway Convention Committee (1985) had, in their Fourth 
Report had recommended closing down of 40 unremunerative branch lines 
where alternative road facilities are already available. It was suggested that 
in case State Governments disagreed to closure for their own reasons, 
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losses should be shared on a 50:50 basil. However. this concept hu not yet 
been brought into practice and Railways have been able to close down 15 
such lines only. The Railways have to operate I number of Branch tine 
Services, in which meagre traffic offerinp lead them to become 
commercially unviable, to the extent that even operating coats of services iI 
not being recouped. The Railways were once the sole mode of 
transportation in these areas, but have lost their pre-eminence with the 
development of road networks, coupled with the scenario of shift in the 
nature of urbanisation and industrial activities. Several High Level 
Committees such as the Railway Reforms Committee had also 
recommended for closure of these lines. However the pace of 
implementation of closure has been very slow due to stiff public resistance 
coupled with a marked reluctance of the State Governments to either 
agreeing for withdrawal of services or to reimbune even a operating loss to 
the Railways and it has become increasingly difficult to close these lines. A 
review of financial results of Uneconomic Branch Lines for the year 
1993-94, shows that on an original investment of Rs. 64 crores, the losses 
added upto Rs. 146 crores on as many as 117 branch lines. 
Subsidies for Social Costs in Foreign Countries-

10.20 The practice of bearing social obligations is a built-in feature of 
Railway systems the world over. However, to -cover such deficits, grants 
are sought by Railways and sanctioned by Governments in many countries. 
In some countries, these are made good by revenue grants or subsidy for 
covering specific deficits, while in others, the growing railway deficits are 
compensated by other financial arrangements. In many countries, the 
Railways are compensated for their Public Service Obligations for 
operating uneconomic services, complying with price restrain orders, 
carrying traffic at concessional rates, etc. The practice in this regard varies 
from Country to Country, but the reliefs arc mainly in the following forms: 

(a) Out-right grant to cover the deficits; 
(b) Soft loans to meet tbe accumulated burdens; 
(e) The facility of writing off accumulated debts and unproductive 

capital; 
(d) Making Railway OrganisatioDS financially viable and capable of 

earning marginal profits; 
(e) Equalisation of terms of compensation; and 
(f) Compensation for socially reduced tariffs. 
10.21 In the United Kingdom, British Railways were given Public 

Service Obligation Grant of 808.9 million Pounds in 1993·94 to sustain the 
quality and level of passenger business on Provincial Services and Net 
Work South East. The Swiss Federal Government contributed SW Fr.2439 
million in 1993, as Federal compensation towards regional passenger and 
piggyback freight services. IUpport for invCltment and infrastructure 
maintenance. By way of financial support, the Federal Republic of 
Germany, in 1992, &ranted the German Railway (DB&DR) D.M. 22683 



83 

million towards compensation for IOCiaI servicea, payment for welfare 
activities, invCltment Fanta, etc. The FreD Govcmment granted the 
French National Railways (SNCF) their support amount of F.Fr. 42900 
million in 1993 towarda infrutructure. pcuiona, compensation for lOciaIIy 
reduced tariffs and regional pUICllIcr ICrvicca. 

10.22 The perccntage of lOc:ial obliptiona rcimbUfiCd to the total 
revenue can be seen from the followina table:-
SocUd Obligations reimbuned (U (I "'tire 0/ TolIII Revenue 0/ Foreign 

Rllilwtlys 

RailWIY SyalCm 

1. Swill Fed. Rlya 
2. GermlD Rlya 

(DBolOR) 
3. frcncb Nil. (SNCF) 

Paueapr 
oanalap (Ia 

mIlIiou) 

SWFr. 1702 

DM7842 
FFr. 31421 

Sublidy (Ia Total 
mWioIII) Revenue 

eamiap 
(Ia mil&iou) 

SWFr. 2S46 SWFr.63047 

DM23128 DM33771 
PFr. 42900 FFr. 90007 

Source: Jane's World RanWlJl. 1995-96 (LItCIt lvailable fiprca) 

PerceDtip 
of IUbiidy 10 
IOtai revenue 

40.1 

68.4 
47.7 

10.23 On the iaauc of social burden, the Railway Convention 
Committee (1991) in their Flfth, Ninth and Twelfth Reports on 'Rate of 
Dividend for 1994-95. 1995-96 and 1996-97' rcapcctively, bad observed 
that when the Ministry of Railways arc facing acute rClOurcc cruncb due 
to dwindling Budgetary support. they should adequately be compensated 
for carrying social burden. In their Memorandum on 'Rate of Dividend 
for 1996-97 and other ancillary matters', the Ministry of Railways had 
submitted tbat tbe amount on this aa:ount was RI. 1515 era. during 
1994·95 wbereas during evidence held on 13 February, 1996. the 
Chairman. Railway Board depoted that the amount was RI. 1973 en. 
during the same period and after .ubsttacting thc cost towards law and 
order, staff welfare, etc. it came to RI. 1250 en. The Committee. had 
therefore, recommended tbat tbe Railways mould carry out • fresh study 
regarding compensation to be paid to the Railways for carrying lOCial 
burden and furnisb the details of the study both to the Committee and 
the Ministry of Finance. 

10.24 The Ministry of Railways, in their Action Taken Replies on the 
Ninth Report of RCC (1991) on Rate of Dividend for 1995-96 and other 
ancillary matters submitted u under:-

"A copy of the 'Report on Social Burden on Indian Railways' wu 
sent to the Ministry of FlO.DCC wbo opined that since the study wu 
an inhouse exercise of the Railways a Working Group associatinl 
representatives of Ministry of finance and Plannin. Commission 
should be set up for examining the iaaue in ita eDtirety. Accordingly, 
I Committee of Officers lncludin, representative. from Ministry of 
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Fmanc:e and P18llDiaa Commjyion bu been eGudtuted and their 
report is awaited", 

10.25 On bein, ukcd about the latest position in the maner, the 
Chairman, Railway Board, durin, evidence ltated that the above 
Committee bad lubmitted the draft report. However, Final Report is still 
awaited. 



CIIAPTItR XI 
EXPERIENCE OF RAILWAYS IN DEVELOPED COUNTRIES 

(A) GCI'IIUUI RaIl.a, (Daatldle BaIua) 

Germany is one of the ICven ric:hcat developed COUDtrica with hlply 
developed transport infrastructure. ID Germany the Iizc of railway network 
is 40000 kID. for a population of 80 million whelUl IDdiu Railwa,. 
network iJ 62600 kID. for a population of 900 million. Eva then, the 
German Government is providiDa support to the Railways to exploit ita tuB 
potential as a mode of traDJport, due to ita inhorent advantapa: 

-Energy efficient 
-EnvirolWcot friendly 
-Leas external COlt 

11.2 Thil support continued even after privatiaation came into effect i.e. 
1.1.1994. It would be evident from the fact that during 1995, the revenue 
generated by the Railways by sale of tickets and other internal resources 
was DM 30723 million and the support it received from the Government 
for carrying short distance passenger traffic and to clear up old liabilities 
was OM 12996 million. At the same time, the responsibility for 
infrastructure development continues to be with the Government which 
provides fund in form of grants and interest free loans. 

Financilll Per/orfTUl1lu 

11.3 Market share of German Railways steadily declined from 1950. 

Passenger Traffic 
Freiaht 

1950 1990 
36% 7% 
63% 24% 

This reduction in market share affected financial pedormancc. By 
31 December 1993 the accumulated debt was DM 66 billion and lou for 
1993 was DM 15.5 billion. 

11.4 To improve the situation, major reforms were introduced w.e.f. 
1.1.19~ which eventually led to privatisation. 

Privalisalion 0/ GmnIUI RIll/wilY-

11.5 German Railway is more cautious in their Railway privatiaation 
programme. They appoinled an eleven memben commiuion in 1989 to 
recommend measUI'CI for reform. Tbis commiuina consisted of memben 
from different walks of Ute i.e. Politidans, Industrialists, Railway 
Managers, Trade UniODiata, etc. 'Ibe CO ....... ioa Jave their report in 
December 1991 [Summary of rccommcodatioaa at (Appendix-8)]. 

8S 



SIrUdUTGl Reforms 

11.6 This report of the CommiIIioa underwent the procca of public: 
debate aDd finaDy it was acc:cpted by the Parliament with suitable 
amendmcnta in Occ:cmber. 1993. A DOW Railway organiaation came into 
existencc w.e.f. 1.1.1994. Conscqucody, a new relationship was established 
between thc Germans aDd the Railways and many structural changes took 
place both externaDy and internally. Unlikc Britain, the German Railway 
reform had the IBDction of all politic:al panies in Germany and hence it is 
more stable. 

ExtenuU Reforms 
11.7 (i) With effect from 1.1.1994, the German Railway is a Public 

Limited Company with 100% of the aharca held by the 
Government. The volume of shares haa been flied at DM 
12 billion and no return need to be paid to the Government 
by the Railways till they arc able to consolidate their 
position and improve their profitability. At a later date 
same payment has to be made from the profit and this 
matter will be reviewed and agreed upon. It is now free 
from public service and budaetary laws. It can operate as a 
company run on the linea of a private enterprise. ' 

(il) It is now freed from the accumulated debt of OM 66 billion. 
A separate body has been formed in the Ministry of 
Transport for the administration of this debt till it is 
liquidated. 

(iii) The Railway assets which was valued at OM 100 billion has 
now been fixed at a depreciated value of DM 25 billion. 
Moreover, there is no interest liability on this capital. 

(iv) A special authority has been formed for the administration 
of about 120000 Civil servants working in the RailwaYI. The 
staff will continue to work for the Railways, draw their 
salaries, but their service oondition will be controlled by this 
lpecial authority . There haa been an agreement between the 
special authority, Deutsche Bahn and the Ministry of 
Transport. Gradually, ~hese civil servants will be replaced 
by Itaff comins under the new company regulation. 

(v) Another body has been set up in the Ministry of Transport 
to take charae of the disposal and development of surpJua 
Railway land. Fundi generated by this agency wiD be 
utilized for the liquidation of debts. 

(vi) The policy of operating subsidy continuC5 but the manner in 
which it is administered haa c:hanged.Compulaion is brought 
on the Railways to reduce tbe need for subsidy by brinpnl 
in competition. 
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(vii) Obligation impoied OD the Railway by the Governmcnt 
will be compcmated. Thia it mawy app&ablc to abort 
distance passenacr traffic where thc tani! systcm is unable 
to meet thc COlt. 

(viii) IDvestmcnt will be a joint responsibility i .•. , the capital 
COlt for creation of iDfraatructurc will be fiDaJK:Cd by thc 
Govcrnmcnt and iDvcatmcnt OD roUiDa stock by thc 
Railway •. 

(ix) Major policies will be decided by • Supervisory Board (20 
mcmbcl'l) CODIiatiq of railway, govcrnment, political and 
industry reprcscntatives while cxecutivc function will be 
managcd by a Board of Dircctol'l (12 mcmbcrs). 

InteT7UI1 Reforms 
11.8 Major changes havc takcn place in thc internal structure of this 

organisation. AccordinaIy, the Railways bas been reorganised into 
following 9 businclI units: 

-Long Distance traffIC: 
-Local traffic 
-Passenger stationa 
-Frcight service. 
-Parcel services 
-Rail Network 
-Railway construction 
-Traction 
-Railway worb 

Each of these busiDcu unit have to endeavour to make profit. lbil is 
contractual relatioaabip between each of tbeac business unit for the work 
they have to do and payments thc), have to mate for the service thcy 
obtain from other units. 

After 5 years thcrc will be further reerouping of Railways into 
3 companies: 

-Passenger traffic PLC (for both long and abort distance) 
-Freight traffic PLC 
-Infrastructure PLC 
These companica will then be floated in the stock market. However, 

the infrastructure company will have SI % share owned by the 
Governmcnt. Bcfore implemcntiq this stap of reform ODe more review 
and Parliament act will be required. 1bis process is expected to be 
completed by 2002 AD. 

The pricin, policy in totally left to railways in respect of freigh~, Ioq 
distance passenger traffic, cle. However, priciD, policy for abort distance 
pulCnger traffic it decided in coDluitation with the Governmcnt, since it 
involves the element of subsidy. 
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No distinction is made with relani to Government JOOda and private 
loads. Government loodl are to be treated at par with other carlO and no 
ICparate ltatiaticl iI to be kept. 

AU ....... in. fuDGtioal (traiDs, _tions and depots, etc.) are handled by 
IUbIidiIIy COIDpIDIa by cmploJiDa .. qualifWI and leu ,paid .taff. lbeac 
I&aIf coatiaue to do IUCb jot. OD JoDI term basis and get limited 
prc:aocioa. ~, more q_lified scaff CID leek opportunities in other 
buIiDeII UDItI of tbc Railwa,. on tbeir own merit and effort. German 
Railway will GIlly provide abe '."ace ill form of trainina facilities. 

Tberc are DCUIy 170 aublidiary companies uDder the roof of German 
Railways performing rail related offline functioDl. 

The lubaidiary companies generate 20% revenue and the baiance 80% 
revenue is lcoerated by main nine business unila. 

11.9 Tbe major clement of operatiq subsidy is to IUpport t~ abort 
diltaace puIOIlpr traffic. Ia 1995, income from short distance traffic: WII 
DM 10597 aaiWon, thia iDc:IudccI the payment for the scrvicca ordered by 
the State Authorities IDlOUDtiD. to DM 7282 million. Local Governments 
invite tcadcn for short diataDce pauenger traffic and otber private 
opcraton quote to German Railways. By this process, tbe prices and 
subsidy are CODtroUcd. 

I. additioa to this, after privatiaation, the DCW railway company is 
compensated for old liabilites. TbiJ arrangement will continue till the 
liabilities are liquidated. In 1995, old liability on material and personnel 
expcDICI WII DM 2310 million and DM 3404 million respectively. 

The German Railway, in 1995, bad an outlay of DM 30723 million of 
which income by Railway WII DM 17397 million and Government support 
was DM 12996 million (7282+2310+3404). 

The following bas been the financial result of tbe German Railway since 
1993:-

-1993-Loss DM 15.5 billion 
-1994-Profit DM 0.489 billioD. 
-1995-Profit DM 0.390 billion 

(1 DM billion-Ra. 2200 en.) 
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Investment Subsidy 

11.10 The investment plan for 1996-2000 (5 ycan) is DM 71 billion. 
The breakup is as foOows:-

-New linesluparadina existing linea 

RoDing Stock 

StatioDITicket vending machines, etc. 

Information Tcchnology 

Total: 

Corutructio,. 0/ New Lines 

-DM 51 billion 
(by Govt. 10aDI 

Jl'lDts) 
-DM 18 billion 
(by Railways) 
-DM 6 billion 
(by Railways) 
-DM 2 billion 
(by Railways) 

-DM 77 billion 

and 

11.11 Before finaliain, any new projects reprding construction of a 
new line a detailed discussion will be beld between tbe Government 
and the Railway. If a new unprofitable line is to be constructed, tbe 
investment is done by the Government and is treated u grant. 
Investment of profitable line is also funded by tbe Government but 
treated as interest free loan to be retumcd in agreed terms. For 
example, the new speed line (300 km.p.h.) between Koln and 
Frankfurt (200 km. route lenath) will be coostructed at a cost of DM 
8.7 billion and this will be treated as intereat free loan. Similarly, hi&b 
speed project between HaDDover and Berlin wiD be funded by • 
combination of arant and loan. 

C'osure of Unpro{llIJble Lines 

11.12 An application can be made by the German Railway for 
closure of an unprofitable line. The matter will be coasidered by the 
Federal and local Governments and a decision is reached witbin one 
year and if tbe decision is to contiauc tbe line, the railway is to be 
suitably compeDllted by the Govornment. 

Staff Reduction 

11.13 Major savings in expenditure is proposed to be by reduction of 
staff. In 1993, tbe Staff of German Railway was reduced to 387829 
which further declined to 294911 by 1995. Reduction in Deutsche Baba 
alone 8.3% per annum and reduction in Deutacbe Bahn group which 
includes subsidiaries is 7% per annum. This indicates that some more 
activities are traosferrcd to subsidiary companies. The investments are 
a1ao carefully plaaned 10 that while acbicviDl staff reduction, quality of 
services is not affected but rather improved. 



Trade UmoDi are cooperatina with thia traosformaUoa and reduction 
in staff because they are also convinc:ecl that If productivity Is not 
improved, the survival of the railway as • mode of transport wiD, be in 
danger. 
(B) FrcDcb RaIIwI, (SNCF) 

11.14 Frencb Railway II • Government Undertaking, baving an 
integrated structure, with considerable autonomy in functional 
management. The internal structure continuCi to be mostly departmental 
oriented. Presently, the system works as foDows: 

(i) There is a S year contractual agreement between railway 
undertaldni and Government. The task of the Government and 
railway arc clearly laid down in the aarcement. 

(ii) Unprofitable projects if imposed on them by the Government will 
be fmanced wboDy by the Government. 

(iii) Unprofitable local services and branch lines are subsidised by the 
local Government. There is an annual agreement defimn, the 
level of services provided by the Railway and subsidy to be 
provided by tbe local body to the Railways. 

(iv) The railway is expected to run profitably in regard to freight, 
lon, distance passenger operations etc. 

11.15 Under tbe present system of working, French Railway were not 
able to make profit, on the contrary they have been making losses. 
Although there il a Itrong feeling tbat major reforms are needed, but 
tbe Unions whicb arc very strong are not in favour of it. 

11.16 However, a new system came into existence witb effect from 
1.1.1997 which brought about major structural changes. But there is no 
attempt to privatisc French Railway as hu been done both in U.K. and 
Germany. 

11.17 Accordingly, tbe system of S years agreement between railways 
and Government bas been discontinued. For construction of new lines, 
it is proposed to create a new company called Rail Infrastructure 
Company. The infrastructural subsidy will now be given to this new 
Company. French Railway will continue to manage the existing 
infrastructure and operate the 'ystem. Operating subsidy will be received 
by French Railway and wiD be distributed to the regions. Financial 
responsibility for running local passenger services will be given to the 
following six resions: 

(i) Alsace 
(ii) Centre 

(iii) Nord Pu«-Caliaa 
(iv) Pays de la Loire 
(v) Rohne-Alpes 

(vi) Provence-Alpes-Cote d' Azure 
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By this arranpmCDt, the French Railway ill oxpectcd to improve ita 
efficicocy, reduce COlt aDd level of IUbiidy. 

Speclill /eGIJU'a 0/ Frenda RIIIlWGl 
11.18 The foUowiD& table mows the mutot IIwo and tariffs levied by 

French Railway: 

MlUul SluITe 
Passenger 8~ 
FreiJbt 24% 
Taril/: Pusenger per PIOd-O.39 FF-Rs. 2.73 

Freight per TKM~.64 FF-Rs. 4.48 
Compared to the income level, FrCDcb Railway operate at tbe lowcal 

tariff structure compared to UK and Germany. 

Subsidy 
11.19 Low tariff structure is compensated by the Government by high 

subsidy which is provided mainly to support the regional passeDJer 
transport system. Operating subsidy for the year 1995 wu u follows: 

(i) Paris Reponal Transport -4.79 billion FF 
(Ii) Other Regional Transport --8.10 billion FF 
(iii) ParcellPosta -0.16 billion FF 
(iv) Others -1.46 billion FF 

Total: -14.51 billion FF 

This is about 37% of the operating income. Infrutructure subsidy for 
1995 was FF 12.4 billion. This subsidy is meant to support projects which 
are not profitable aDd to be implemented at. the instance of the 
Government. However, profitable projects arc fmanced by French 
Railway. 

Finlmcial Ruult 

11.20 For the year 1995, the incomtlexpcnditure statcmcnt is as follows: 
(a) Operating income -39.4 billion FF 
(b) Opcratina subsidy -14.5 billion FF 
(e) Infrastructure subsidy -12.4 billion FF 
(d) Other income -20.8 billion FF 

Total: 
Total Expenditure 
Lou 

--87.3 billion FF 
-103.8 billion FF 
-16.5 billion FF 

1be lou increued to 16.5 billion on FF ia 1995 from the level of lou of 
7.7 billion FF in 1993. 
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(C) Brltbb Rallwa1 (DR) 
11.21 British Government took. the estrelDe measure of dividing the 

British Railway into nearly 90 buaineu units and leU it to private agenc:iea. 
60 companies have already been sold and balanc:c arc cxpectcd to be sold 
before March 1997 (i.e., before the next election). The decision to ao for 
privatisations was taken by the prescnt Couervative Government without 
the consensus from the opposition Labour Party. Labour Party stand is 
that they wiD revel'lC thiJ proc:eu if they are voted to power in the 
comming election. The Conservative Government therefore wants to speed 
up and complete the privatisation proc::csa to make it irrcversable. 

11.22 A white paper was presented to Parliament in December, 1992, 
bued on lOme conaultants report. It is learnt that the team of colUlultants 
did not have any Railway representatives. The ncw Railway Act, passed by 
the Parliament, got the Royal Assent in November, 1993. The new 
organisational structure came into force w.e.f. 1.1.1994. 
Salient Features 

(i) Rail regulator will exercise quasi judicial powers to approve 
licences, to ensure that there is fair play amona the various 
companies. He is also rcsponaible to protect the consumers interest. 
His functioning will be similar to the Electricity Regulator is Britain. 

(ii) Franchise Director is responsible to franchise the 2S pllllCnger 
operating companies and the eovemment wiD channel the payment 
of subsidies through him. 

(iii) The franchises are so designed to bring down the subsidy gradually. 
-The agencies wanting to purchase the long distance passenger 
businesa which has been traditionally a profitable businell, should 
be willing to pay preinium to the Franchise Director and the ODe 
who offers the highest premium wina the contract. 
-The agencies wanting to purchase tbe short distance or local 
traffic which are traditionally loss making and subsidised should 
quote for reducing the subsidy gradually. Whosoever quotes for 
least subsidy wins the contract. 
-Franchises are given for 7 years, 10 years, IS years etc. 

(iv) The Rail'Track which owns the ground infrastructure is the single 
largest company and that will play the coordinating role. 
-They will be responsible to co-ordinate the time tables. 
-They will co-ordinate the safety programmes. 

(v) Safety is monitored by Her Majesty's Safety Inspector who functions 
u part of Health and Safety Executives. 

(yi) Passenger and Freight operatin. companies will pay the IICCeII 
charge for uainl the rail and station infrutruc:turea. 
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(vii) In like manner each of these companies will have contractual 
relationship witb other companies from whom they arc bying or 
selling the services. 

(viii) Eacb company is to present a SAFETY CASE to be scrutinized by 
HMRI and approved by the Rail Regulator. 

(ix) One important aspect of their privatisation process is to encourage 
purchase of these companies by MEBO team (Management 
employee Bay Out Team). What it means is that Managers and 
employees of a particular unit can form themselves into a company 
and purchase that company. Government gives some special 
concession to such MEBO teams. Some such teams have been 
successful in purchasing some units. 

Investment 
11.23 Investment on infrastructure wiD be joint responsibility of the 

Government and the infrastructure company (RAIL TRACK) but 
investment on rolling stock and other areas are the responsibility of the 
respective companies. However, depending on the nature of investment, 
Government will contribute if social responsibilities are involved. For 
example, the project on the new high speed link Channel Tunnel Link 
between London and Paris (110 km. of British portion) has now been 
operational but on the British side trains are operating at low speed on old 
track. A new high speed link will now be constructed and the project has 
been awarded to a new company London and Continental Railway Limited 
(LCR) to construct and operate. 
Market Share 

11.24 The market share of British Railway has come down over to a low 
level i.e. 8% passenger and 9% freight. Passenger business is still 
considered to be very important and therefore special attention is being 
paid in that aspect. Accordingly, the passenger business has been split into 
25 companies and 15 of these have been sold out. The winner of these 
franchise have agreed to bring down the subsidy over the next 10 to 15 
years to zero level, while providing services defined in the contract in 
terms of both quality and quantity. The expectation of the Government is 
that within a period of 10 to 15 years, the subsidy now being paid to the 
regional railways will be reduced to practically nil. The statutory authority 
called Franchise Director will keep a watch on the performace of these 
passenger companies. He is responsible for the f(mowing: 

-dispensing the subsidy 
-monitorinl the quality and quantity of services provided. 
-impose penalty for bad performances. 
-rewarding better performance above bench marks. 
All other business companiel are expected to run on profit on their own. 



11.25 A comparative ... a1yai1 of (i) Iize of Railway Network; (ii) major 
Railway A.uctl (iii) Puaenlcr Traffic (Iv) Fretpt Traffic and (v) Tariff &: 
Inc:omc arc livcn in Appendix-IX to XIU. 



CIIAPTEIl m 
EXPERIENCE OF RAILWAY IN DEVELOPING COUNTRIES 

The ChIDue Ran"., 
Hisloriad BlICkground 

The Peoples' Republic of China is a country with an exteosive territorial 
expansion. The distribution of natural resources and the economic 
devclopment are uncvcn_ The railway is the main artery of China', 
economy. The first railway line in China was built in 1876. By 1949 the 
tracks had reached a length of 21000 b. The standard of the tracks was 
low and the equipment primitive. Most of the network it located in the 
North-East and on China', East Cout. 

Since 1949, the Government it putting large emphasis on the railway'S 
development. New lines were built and existing tracks upgraded. By the 
end of 1995 the operating network of the whole country reached a length 
of about 60000 km. Of this, the National Railway shares SSOOO km. the 
local railway. SOOO km. 

12.2 The railway carries most of the whole country's travel and freight 
transportation requirements. In 1994 passen,er and cargo transportation 
reached 57.9% and 68.8% respectively of the entire transportation volume. 

12.3 The Organization of the ChinClC Railway consists of the 
Transportation Center and Integrated Divisions such as Transportation, 
Industry and Engineering as well as Science and Technology, Training, 
Logistics and others. Other than uniformly organizing and mana&ing 
transportation for the entire network, the railway also adminsitrates 
factories producing rolling stock and specific equipment as well as the 
organizations responsible for planning and buildinJ railway lines and 
associated transporation facilities. 

12.4 The Railway Administration has their own departments for 
scientific and technical training, medical and health care and food lupply. 

12.5 For traffic, 12 Railway Directorates were established under the 
Ministry. These Directorates administer 56 railway officea. StatiODl and the 
various operating facilities arc under the command of these offices. 

12.6 For the industry, the General Company for Rollin, Stock 
Manufacturing and the General Company for Signalling and 
Communication Equipment were set up. For building projects, the Gcneral 
Company for Enginecrin, and the General Company for Construction 
were cstablithed. For material IUpply, the General Company for Railway 
Matcrial was created. 

12.7 The above mentioned 5 General Compania administer a total of 3S 

9S 
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factories for signaJljng and communication equipment. 19 construction 
companies for projects, 5 project planning institutes and the operations for 
construction machinery. 

12.8 The Chinese Railway Ministry bu 10 UDivcnitiel, 1 Railway 
Science Academy, 7 R.esearch Iutitutea and more thaa 100 mid-level 
occupational training facilities for variOUI fiehu of learning. 

Operating Network 

12.9 In 1990. the operating network bad • length of'3000 km. of wbicb. 
13000 km. (24.4%) were double track. By the end of 1995 the operating 
network reached a length of 60000 kID. with 29.6% being double track. In 
1990 diesel traction amounted to 30.2% electric traction 13% and. by 1995 
the percentage changed to 40% for diesel and 18.3% for electric traction. 

Equipment 

12.10 At the end of 1990, the railways owned over 13,592 locomotives, 
of which 5680 were diesel and 1633 electric locomotives. By the end of 
1994, the locomotives increased to 14694 of which 7673 were diesel-and 
2356 electric locomotives. Diesel and electric locomotives account for total 
69% of all locomotives in stock, yet fulfill 85.9% of all transportation 
tasks. Most of these locomotives were built in China. 

12.11 In order to develop tbe superiority of diesel and electric 
locomotives, the Chinese railways actively conducted traction trials and 
overload transports to promote increased weights for freight trains. The 
average total houled load of a freight train was increased from 2414 
tonnes(t) in 1990 to 2659 t in 1994. Signalling, automatic train control and 
communication reached 90% of all trains operations thereby effectively 
warranting traffic safety. 

12.12 There were 27261 coaches and 365000 freight cars at the end of 
1990 and by the end of 1995 their number increased to 32000 and 430000 
respectively. Most passenger coaches and practically all freight cars were 
manufactured in China itself. CoincidiD. with the increuin. quality of life 
of the population, high speed passengcr coaches with air conditioning and 
double deck cars were introduced. Freight cars with loads of 60 t and more 
count 67.4% of the entire fleet. With the increased use of large freight 
cars, the average allowed loading weight wu raised to 56.6 t. 

12.13 The technical speed of passenger and freight trains was 57.9 km/b 
and 44.2 kln'h respectively in 1994. 

At this time, passenger train speeds of 140 kID/h and frcight train 
speeds of 90 km I h are being tested. 



rrlllUportillion Perlontllllla 
12.14 At the end of 1990, the railway'. sbarc of tranIpOrtatioa in 

relation to aU other modea of transportation Ihowa' the foUowin, picture: 
(a) passenger traffic 17.6% 
(b) passenger transportation volume 53.4% 
(c) frieght traffic 53% 
(d) freight trnsportation volume 71.3% 

By the end of 1994 these numbers reached: 
(a) passenger traffic 
(b) passenger transportation volume 
(c) freight traffic 
(d) freight transportation volume 

22% 
57.9% 
55.3% 
68.8% 

12.15 The railway is the main meana of transportation for passenger and 
freight traffic in the Peoples Republic of China. Owing to the lag in the 
development of the railways, the increuing demand for transportation wu 
not being met. The saturation point on most of the main lines has already 
been reached. It has become more and more difficult, to transport 
passengers and freight. The problems have not been solved yet. However, 
the direction of development of tbe railways is one of increasing passenger 
train speeds and density and to deyelop highest load freight trains and 
container traffic. 
Personnel 

12.16 At the end of 1994 there were 3.39 million employees, of which 
2020000 engaged in transportation, 416000 in the industries and SISOOO in 
construction projects as well as in material supply, scientific research, 
culture and education and health care. 
Status 01 the Rllilways' DeveloplMnI under Chinese 8th Five Year PlIln and 
the present problem 

12.17 Under the 8th Five-Year Plan, the Chinese railway laid 6011 kIn. 
new line and 5170 km. double track and electrified 2200 km. Meanwhile, 
local railways laid 1000 kID. of track. 

12.18 Similarly, 4230 locomotives, 9600 passenger coaches and 128800 
freight cars were built. Through the built during the same period up in 6ve 
years, the extent of the rail network was "panded and the equipment 
quality was increased. But, in comparison with the development of the 
national economy, tbere were still large gaps. On the whole, the Chinese 
Railways are stiD confronted witb the followin8 probleDlJ in traffic: 
(a) Obvious Increase in Traffic Load and lAck 01 TraffIC Capacity 

12.19 The traffic load which wu 24.75 million ton-kilometers/km. and 
28.88 ton-ldlometers/km. in 1990 ct 1993 respectively increased to 30.06 
million ton-kilometers/kIn. by 1995. However, it was 8.18 ton-kilo-
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meters/kID. and 25.37 ton-kllometen/kID. for the USA and for JlUllia 
respectively. In compuison with othel'l of the worlds state railtoada, the 
traffIC demand on the OlinCIC Railway iI very hip. Ita capacity II WIry 
scanty. 55% of 498 line segments operate at the saturation point. 
(b) Lack 01 PlWengo TrtUlSporl4lion Capacity 

12.20 An average of 1088 train pairs are running daily in China. The 
transportation capacity is 2.47 million paucnacl'l per day. Yet 2.797 
million passengel'l per day were actually traDIported during 1995. 1bia 
exceeds 20% of the wbole capacity. Not only that, during aprin& and 
summer vacation periods capacity were exceeded by 50%. 
(c) Del'lUllJd on Frtighl TrQIISportGliolt 

12.21 The demand on freight transportation lnc::reucd unccasingly but 
bottlenecks are still in existence. 
(d) Exchongt bttwttn Provincu tmd Ttrrltories 

12.22 The exchange between the provinces and territories has rapidly 
increased. Corridors in large areas face continuous problems. In 1990, the 
transportation volume between the provinces wu only 55.3% of the 
country's entire transportation volume increased to 61.2% by 1995. 

12.23 "In passenger traffic, the volume between 501 and 1000 kID. 
distances rose by 11.87% and at over 1000 kin. distance by 10.63% 
between 1990 and 1995. 

12.24 As the Indian Railways have been pay ina dividend on the capital 
invcsted to the General Revenues the Chairman enquired whether the 
Chinese Railways were also contributing to" the General Exchequer. The 
Expenditure Secretary replied u foUows: 

"They cannot. They do not have aurpiUl. Vou have mentioned 
about China. AU those countries arc comina up with innovative 
methods of funding their network. They arc loing on 'toU'. In the 
last five years, they have created eipt line express service, which 
is not from their Budget, but through privatisation and toU 
collection. They must have been planning for this. They must havc 
got from the turn around of wagons. lbeir wagon tum uound has 
increased" . 
The witness further atated: . 
"If in these areas we can back to a normative level, we can do 
better. How fast can we come back on wagon turn around, instead 
of buying morc and more wagons, how can we improve our 
efficiency or structural reforms, based on aU these, we can easily 
increuc further our internal resourcea. 

12.25 On thil issue the Special Sec::retary, Plumina Commission deposed 
as foUows: 



"I would like to add what hal already been indicated by the 
Secretary, Expenditure. I completely agree with him. Even if we 
compare it with China, we find that the operations there arc much 
more profitable; the tum around of wagons and others are much 
futer than in India. So, there is a scope even in India ioapitc of 
the fact that the Rallways have been OOin, better in the last two 
yean. Tbcre is scope for more improvement in 10 far as the Indian 
Railways are concerned". 

12.26 When the Committee wanted to know the commenu of the 
Ministry of Railways. on the above obecrvatiooa made by the 
reprcscntatives of Planninl Commission and Ministry of Finance, the 
Cllairman (Railway Board) stated: 

'"They talk of the ClUnese Railways. They have been leDin, us that 
the CbiDcae Railways ia doin, wonderfully weD. I have lot with me 
an article which has appeared in an international rallway journal 
which uys: 'CbiDese Railway suffered an overaD operating loss of 
10 billion in 1985. This includes an operatinlloll of 6.S billion for 
passengers services, which is an improvement of 9 billioo loss 
incurred duriog the previous year'. So the Otincse Railways which 
suffered a 1011 of 9 billion is considered by Planning Commission 
as a wonderful Railway and the Indian Railway which has not 
suffered any loss and rather improved its surpluses is not efficient 
according to the Planning Commission. This is a very funny logic." 



CHAPTER xm 
OBSERVA nONS AND RECOMMENDA no~s 

The RaDwa)'l are today aD Intep'aI part or our 1Odo-ecoaomlc: ute. From 
a modest begl.aniD& III 1853 with • route of 21 mIleI, the RaDway. bave 
blossomed lato a alaaatlc ol'laaJIation with • network of over 61915 roule 
kills. of aD the three P1IIes. Tbe IodIaD RaIlways are the laraest network III 
AsIa and the second laraest Detwork under a .laP maoalement 1.0 the 
World. this can be Judaed by the fad that It employ. more than 16 lakh 
penou; have a holclln& of '909 locomotives, 39104 coaches aod 280791 
"eODS; tarries more than 1.1 mUlIon tODDea of orlllDatIDa frelpt trame 
and 11 mUlIon pasaeIllerl per day; malatalal 40671 level crosslDls; OWDI 
4.19 lakh hedar .. of land. The Capltal-at-c:harp at the end or Iloaoclal 
year 1995·96 was Rs. 12149.81 en. Insplle of thII beavy Investment 1.0 
RaUwaYI, III market share bas declloed In freilht and passenaer trame 
from 89% and 72% III 1951 to 40% and 10% respectively 10 1995. The 
Committee are of tbe Drm oplolon that this trend wUl have to be reversed If 
tbe Indian RaUways are to survive. 

13.1 The need for heavy l.avestment for the RaUways W85 visualised a 
early 85 10 1924 when Acworth Committee was appointed to live III 
recummendations. That Committee disapproved the faulty system under 
which the Floance Department or the Government controUed the Railway 
Finances. In the opl.alon of that Committee It was absolutely necessary to 
treat Railways 'as a continuously 10101 concern with a carefuUy thoulht out 
proeramme both 01 revenue and of tapltal expencUture for yean ahead with 
provisional flDancial arranlemenll to correspond'. Keeplnl 1.0 view the 
recommendations of Acworth Committee, the tben Commerce MInister -~ 
moved a Resolution III the then Lepslatlve Assembly for Seperatlon of 
Railway Finances from General FInances on 17 September, 1914 which wa 
adopted by a Resolution of the HOUle on 20 September, 1914 and was 
approved by the Secretary of State. 'the workinl of the Seperatlon 
Convention was reviewed from time to time by Committees appointed by 
fbe Legislative Assembly. The RaUway CODventlon Committee 1949, which 
was the flrst to be set up .fter Independence, assured • .leady return to 
General Revenue and also enabled the Rallw.ys to stren&then their reserves 
for discharglna their obU.atlon to .. rdI rehabilitation, increasiol 
operational emelency and pl'Ovlslon of adequate ameDltles. It also arrested 
the 1:I'0wth of over capitalisation in the RaUway •• 

Wldle the Ranway Commltlees of 1949, 1954, 1960 and 1965 conflned 
themselves only to the question uf determlnlnl the Rate of Dividend payable 
by the Railway., the Railway Convention Committee (1971) for the Drst 
time selected some subjects whlcb bad beannl on the flDances of tbe 
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RaDnY' for their detailed aamlnatlon aDd presented Repo.... on thole 
IUbJecta to Parliament. The lubsequent ColDIDItteei have aIIo, Ia addition to 
the reportlal On the Rate of Dividend payable bl the RaOwaY' to General 
Revenues, been epmlnlnl and repol'tlq on the varloUi aspects on worklnl 
or RaIlways and RaIlway FinallC'M. 

13.3 As Is evident from the succeedln, parqraphl, the indian RaDways 
have .. ala beeu trapped Ia the IIUDe lltuatlon prevaWnl prior to 1911. Tbe 
Committee, thertfore, recommend that the llnanclal requirements tbroup 
more budaetary IUpport wUI have to be made both by the PIaDDlna 
Commission and the Minlstry of FlDaDCIC to enable the indian RaDwaYI to 
keep pace with the fast &rowlnl demandl or the economy. 

13.4 With the introduction of economk reforml, tbere II a dlseernable 
economic 1I'0wth In varioUi seeton of the economy. The Committee find 
that the Approach Paper to Nlath Plan hal projected 7% IJ'Owth rete Ia the 
economy and to meet the lI'0wlnl transport requirements, RaDways belnl 
the bulk transport carrier, will have to double Its fretellt and passenger 
output 10 that economy does not suffer on account of transport bottlenecks. 
The Plannlnl Commlsslon bave also, In that Approacb Paper, admitted tbat 
the sbare of Railways In frelpt traftlc has decllned from 890/. In 1951 to 
40% In 1995, wbDe III Ibare In pusenpr traffk went down from 71% to 
10% durlnl the same period. Accordlnl to a P"SI Report appeared In 
Business Standard dated 11.9.1996. the share of road tramc which Is at 
present 60% of total frel&ht tramc of the economy, Is likely to 10 upto 65% 
by the turn of the Century. It Is rouply estimated that the vowth of 
RaUway tramc should be of the order of about 10% per year for absorblnl 
the anticipated arowth of tbe economy. To acbeJve th1a loal, the Committee 
feel that tbe Railways need bUle Investments of the order of 10000 to 13000 
crs. annuaDy In the Ninth Plan Period. They. therefore desire the RaDways 
to endeavour to modernise In a big way and to eDSure better manalement 
on one band and on tbe otber Plannln& Commlsslon and the Mlolstry of 
Flnance should ensure to make available the required funds to the Railway. 
10 that the chaDenges on account of spurt In the economic lI'0wth can be 
mel emclenlly by them. 

13.5 Tbe Committee do IIIree thai all modes or transport bave their own 
Importance In economic development of the Country. However RaUways 
and Waterways have a deftnlte advantaae over road and air In termli of 
ener&), emclency and environment friendUness. Tbe Importance of energy 
emclency lo transport pollcy and In determlolo. the optimum loter modal· 
mix for the future bas also been b1lhlllhted by the National Transport 
Policy Committee. Ran transport Is estimated to be 6·7 times more enel"&)' 
emclent than road transport. It Is eco·frlendly from the point of space 
utUlsalion and also environment friendly from the point of poDution free 
compared to otber modes of transport. Accordlo& to • sludy conducted In 
Europe the external costs caused by damaae to environment by ran 
transport Is about one ftfth In pauenger tramc and one tenth In frel&ht 
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tnmc. IteeplDc Ia .... abe abo .. facti, abe Committee ............... to abe 
Ualoa GOYU'DlDeDt to ItreD&tbea railwaY' to carry peater aaarkei ....... 01 
tnDIpOrt by IIIIItIDI them III creadq buk: IDtrastrutture by provldlDl 
ample buqetary IUpport from General Budaet. They are of the &m 
opinion that developmeat of lafrutructure for the Iadlan RaDwaY' sbould 
be wbolly IlDanced by the GoverumeDt as for the developmeDt of Roaell, 
A1rporta and Porta, Goverament do provide 100% budgetary support. 

13.6 The Committee note that abe Ranwaya are the priDdpal mode of 
........ port for freight aad p8l11eD1v trame Ia the couotry and are the bulk 
c:arrIen of commodltles Ute coal, raw materlall, steel aud mineral oUs. 
Althoup, there baa been more thaD 300 per emt growth lD the trafllc 
carried by the RaIlways liaee Iadependeace yet the network expaaalon baa 
been ouly 16.7 per ceut as Is evldeut from tbe fact that ouly 900. route kmI. 
eould be added III the ranway. Det"ork till 1996. There have been 
continuoUi demucla for III expaaaloDl from tribal, backward, remote and 
bllly areas sun Inadequately served by the RaDways but its &rowth has heeD 
advenely affected by perpetual shortage of resources. 

13.7 Iu this cODnccUon, the Committee flud that upto the Sixth PlaD pp 
between the size of the Piau aad lnteraal resources was wboDy financed by 
the budgetary support wblcb was 34% during tbe First Plan. It was 
IfIIduany stepped up, reacbed a maximum 75% of total PlaD outlay III the 
Fifth Piau ud then It came down to 58% In Seveath Piau. However, 
midway ID the SeveDth Plan, It was reallled by the GovenuDent that 
because of comtralned resources, It would Dot be possible to fuDd the euUre 
approved plan of RanwaY', through abe normal mauDe! of budgetary 
IUppOrt wbicb came down to 41%. It was, therefore, dedded that a part of 
the requlrment of addUJoual assets should be met throup market 
borrowinp. Wltb thJa dedsJoa tbe budletary ... pport started dec:Ualaa 
wblcb IlDally came to about 16% In 1996·97, the termlDal year of EI&bth 
Plan and market borrowinll .tarted lDcreaslDa. The funell mobUJsed 
throuab market borrowlnp amounted to RI. 6176.67 crores uplo the end of 
1994-95 wberea the RaUwaya bad to recover dues amountiD& to RI. \095.91 
crora from the State Electricity BoarcWPubllc Sector UDdertaIdDp as OD 

30-11-1994. On this amount DO laterest .. marleable. As aplalt the 
dividend rate of 7% Rallways bave to pay for budgetary ,upport, around 
22"10 has to be paid to IDdJau Ranway FIDauce CorporaUon for the amount 
mobW.d by them throlllb taxable bonds. Had the Central Connmeot 
helped the MlDIstry or RaOways lD rtCOverlnl the outstaudlna dues of Rs. 
1095.91 crores by acijUitmeDt aplnlt plan allocatloDi of these Stales. 
Rallwa,. would bave been saved from mobiUslD1 funds throuCb IRFC at a 
very blgb nte of interest. Tbe Committee are eoacerDed to DOte further that 
the lease charaea paid to JRFC have IDcreued from RI. 626 crora ID 1991· 
91 to RI. 1443 crores la 1996-97. 

13.1 The ... of thJa dadlplnl budptarJ apport, .. stated Ia the 
Bc.oaIIc SnrY., 1996-91 .... farced .... RaIlwaY' to n-prtorldae their on-
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loinl projects of Une expansion, renewals, aaup convenlon, electrification 
of key routes etc. aad h.. also adversely atTected procurement or rolUaI 
stock. Wltb the Implementation of tbe Pay Commission recommendatlona, 
the Committee feel that It would not be possible for the Railwa)'l to rely 
more on internal leneration of resources. 

13.9 Tbe Ministry of Railway. have Informed that the preseDt 
Government have decided to accord priority to the development of nO 
transport Infrastructure In the North·East Reeton and In aU other backward 
and tribal areas. In consonance with the above decision, a sum of RI. 400 
crores--300 crores for North-East Realon ud 100 crorea for Jammu 
Kashmir Region-has beeD allocated for new IlDe projects. 

In this connection, the Committee note that In the EI,hth Plan, u outiay 
or Rs. 2940 crores was proposed for construction of Dew Ones. Since the 
entire expenditure on new Dnes II borne out of budaetary support and 
adequate resources could not be provided under budletary support, the 
plan outlay for new lines was kept at Rs. 900 crores only. The Committee 
are concerned to find that at the beginnin& of the Nintb Plan the Railway. 
will have a huge throwforward of Rs. 4380 crons for completlnl the new 
line works In progress coverlnl 3610 kIDS. They tberefore, desire 
perspective plan should be drawn up to complete these Ones in time 10 that 
there may not be any cost/time over-run. Keeping In view tbe unlikeUbood 
of any substantial relief due to dwlndllnl budletary support, tbe MInistry of 
Railways have reviewed the on-golnl projects and categorised them In • 
categories from category A to Cateaory F. The Ministry of Railway. DOW 
propose to fund and prolress first only the projects In cateaory A aad C 
i.e., lines required on urgent operationaVstrategic considerations and liDOI 
on which more than 50% expenditure bas already been incurred and of 
which more than 50% gestation period was over, as per their uuer·. 
priority. For the remaining categories D, E and F only token funds would 
be provided to keep the projects alive. The projects under category B, i.t., 
National Projects, with funding outside railways plan, will be progressed to 
the extent funds are provided by the Government of India outside the 
Railway Budget. Keeping in view tbe above criteria fixed by tbe 
Government. the Committee would like to have. details of the new line 
projects which are likely to be taken up and completed during Ninth Plan. 

13.10 Doubling of lines is another area ·for augmenting the traffIC 
carrying capacity. The Committee find tbat out ofa total route of 6291S 
kms .• 47758 kms. consists of single line and only 15157 (23"0) route km. 
has double/multiple lines. In this connection, the Committee have been 
informed that proposals for doubling are initiated by the Zonal Railways 
taking into account tbe traffic pattern and existing line capacity. Traffic: 
projections are made for eacb Five Year Plan in consultation with the 
actual user sectors and the concerned Ministries. Thereafter, these 
projections ue discussed and finalised in consultation witb tbe Plannina 
Commission. The Ministry of RailwaY' take up doublinl of UnaJeline 
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IKtIonl only when the existing utIlisation of that track reach. around 90 to 
95% of the capacity utmsatIon. The Committee note that the RaDways 
expect to complete doubHaI or 1140 kms. duriDi the EJebth Plan and tbe 
Ipm over Into the Ninth Plan for completion of on-aoilll cIoubUnl proJecli 
wiD be 1657 kms. at a cost of Rs. 1575 crores. The outlay proposed for 
doubUnes fa the Nfatb Plan is RI. 2SOO crom out of which 1500 crores are 
to be spent for on-Iolnl works and lb. 1000 eror. for new starts. Ia all 
about 2000 kms. of doubling are proposed to be commissioned fa the Nfath 
Plan. The Committee d.lre that the Mlaistry of Rallway. should 
concentrate only on those IKtioDi for doubUnp which are belne used 100% 
of their capacity. While planninl doubllal of railway Unes tbey 
recommended to the Ministry of Ranways to develop bleb speed corridon 
10 al to utmse the ABB Enlln. etTectively. 

13.11 The Committee note that the indian Railway. have a multiple pUle 
system with 3 laules viz., Broad Gauge, Metre Gauge, Narrow Gauge. As 
on 31st Marcb, 1996 the rallway network have 40,620 route kilometre or 
broad lauge, 18,501 route kilometre of metre gauge and 3,794 route 
kilometre of narrow gauee. On the broad eauge network, the tramc Is 
concentrated on the quadrilateral and diaeonals and the metre lauee Is 
located mostly In peripheral areas. As the multiple gauge system had certain 
dlsadvantaee from operatlnl point of view, the Ranways bave been carrylnc 
out conversion of metre laule to broad laule In patches on selected routes 
since 1951. But It was oni1ln 1971 that tbe concept of lauge convenion .1 a 
policy emeraed and tbe Govemment announced to bave lines only with BG 
and to progressively convert MC Into BC. Accordingly, It was decided to 
convert nearly 4,000 kUometres at that time but the progress on conversion 
was slow on account of Inadequate resources and hleh conversion cost. 

In this connection, tbe Committee find that a number of studies were 
made by Expert Committees on the IUbJect of Caule Convemon. A 
Committee set up In 1978 on metre gauge operation recommnended tor 
uperadatlon of metre pUle Ilaes and conversion to BC on a selective basis. 
The National Transport Policy Committee appointed by the Planolnl 
Commission had also In their Report In 1980 laid down certain criteria tor 
Implemenllne eauee conversion projects. On the basis of the criteria fixed 
and the studies conducted, the Railway MInl5try alaln came to the 
conclusion In 1981 that gauge convenlon should only be done selectively 
wbere the trame density was beavy or trans-shipment at break or pup 
points caused severe bottlenecks. However, the Committee nnd that In 
1992-93 a slgnlncant ebanee, It not total reversal, In railway policy witb 
reeard to puee conversion was made when lbe then Ranway Minister 
announced the launching or "Project Unlaaule". After convertlnl about 
7,000 kms. of MG and NC Into broad lauee, the total MG and NG network 
left on Indian Railway. would be about 20,790 kDometres by the end or 
Ellhth Plan. The Committee have been Informed that about ',200 
kilometres of MGING Is planned to be conftrted Into broad lOP duriDl 
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NlDth Plan. TIle Committee reeGllllDebd Ibat ...meleDt fuDu should be 
provided to the Rann)" tor achIevlq the above taraet. 

1l.12 RaIlwa), electrlfteatloD baa llII1JIDed oatlooal ImportaDce because of 
the p-owlDl emphula OD cooacnatloD and lubstitUtloD ot 00 eDel'&)'. The 
Committee IIDd that opto 31 March, 1996, oDly U,B75 route kDometre hu 
been electrified. AI per the obJectlvei laid down by the Nloth Plao WorklDl 
Group OD Ranwa)'1 tor nIlway eledrlftcatloa In the NlDth Plao, the 
RaUwa)'l would complete the OD-Ioloa worb, take up electrmcatloD ot the 
remalolol uoelectrlfied sectlool of the Golden Quadrilateral BOd also cover 
certalo mluloa 1lakI. The total tarpt tor raUway e1ectrlflcatJoD plaooed 
dlll"lq NlDth Plao II 2,300 route kDometrel. The Committee desire that 
whUe dolol electrlfteatloD ot raDwa)' Iloel, empbaals mould be laid 011 
Itrenathenlng overhead equipmentl 10 .. to meet requirementl of heaVJ 
haul trelpt tralol and Ioopl' paueoler traloI at hlper speeds. 
SlmultBOeously, nUways mould also take acdoa tor rep1ec:emeDt ot Over 
Head EqulpmeDu OD ale-cum-coodltloa bull, obtalolDl power lupply 
directly from NTPC, lDstallatloa or, capadtor baokJ to Improve power 
tactor, aUJlDeDtatioa/coutructloa of Dew traetIoa IUlHtatloDi to cater to 
the requiremeDt or IJ'Owloa tratlk demaDu durlol NlDth PlaD perlod. 
Substantial drop 10 power production durlol El&bth Plao period should also 
be kept In view while pllllllllq tor eleetrlfteatloa of nOway Iloes. 

13.11 The Committee also reeolDlDeDd that the State Electrldty Boardal 
Publk Sector Uodertaldop should be punaded to le~ electric chlU'pl 00 . 
the RaUways .. II belal Ie¥led 00 bulk eleetrle coasllDliD& lDdUltrlel. 

1l.14 To cope with rlsIaa tramc deaslt)' and 10 meet better ..ret)' 
standards, the Committee feel dud the Iod ... RaUWB)'1 wID have to ... dlIJ 
modemlle III IIpalllnl and te1ecommualcatloa Iystem. Route Rela7 
IoterlocklD" Paael IoterlocklD" Colour IJabt aDd Automatle Block 
SI,nalUnI and Solid State Interlockln, OIl aU the rout.. Satety aids Ilke 
track dmdtlnl and Interloddnl of level UOIIID& pies, provislOll 01 
teiephonel at maDDed level crosslol BOd auWBI'J wll'DiD& ')'Item wJII also 
have to be adopted to enhance .. tety In tralo operatiODl. The Committee, 
therefore, recommend &hat IUmdeot funds should be made avaDable to the 
MiDlstry ot RaOwa)'l durlol NlDth Plao as raDwa)'l are deallo& with humaa 
Uves and properties and there cannot be any compromise on this Issue. 

13.15 The fleet of roWoa stock, conslstlol of locomotives, coaches and 
ulOos, coostltutes the bulwark or the rallway assets. The adequaty of this 
Deet topther with III emdent upkeep BOd optimum IervlceabiUty are 
matten vital to the opentloa ot nIlway 1,ltem. The rolllill ltock holdlop 
or the RaDn)'l .. on 31 March, 1996 have been 6909 IocomoUva (lOt 
Iteam; 4313 cIJeIeI and 2387 electric); 1'92 EMU; 2'758 coDveatloaal 
coacha and 280791 wapas. The Ninth Plan WOI'Idq Group OD RaIlways In 
their Report hal projected the likely tractIoo spilt Ia the termloal year of 
the Ninth Plan (1001-02) u 50% each by electric aDd diesel JocomotIv. Ia 
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respect of paIItDpI' tramc aud 67% of treJaht tnmc by elec:trIe and 33% 
b)' diesel Iocomotlva. Keeplaa Ia view the proJeded frelcht tnmaport .... 
rolllDc Itock utDlsatlOD, the WorklD& Group baa IIUmated that about 1.75 
Iakh wqODl, eomprlsJ.q 1 1akb on rep1ac:ement aeeouot aud 75000 oa 
IICCOUDt of IaCl'emeDtal tnmc; 1950loeomotlftl (900 dlelel aDd 10s0 
electric) Includln, 600 10C0I OD accouot of replacemeDt; 9000 DOD-EMU 
eoacba; lOGO EMU eoaebll aDd 750 IIda of MEMUIIDMUI would be 
required to be procured durio, Nlalb PIaa period .... to acquire lb. roDlDa 
atock proposed at above, total requlremeat of fUDdI would be Ra. 28'50 
erores. The Committee recommend that Ceotnl Government should ensure 
to provide lbe required fUDdI to the MlDJItr)' of Ranwa)" for the acquialtloD 
of rolling stock a useaed by the WorklD& Group on the NlDth Piau 10 that 
they could be able to meet the demand for lDereued frelabt aod paaeoaer 
trame. 

13.16 The Committee however Dote that the perfonnaace of the waCOD 
Industry has beeD poor ID the pat aDd apIDst their maoufacturIDl capaclty 
of about 36000 .. a,oDS per aDDUJD, the Industry could DOt supply more thaa 
26000 wagoDS 10 a year. They also desire the wagOD IDdustry to lear up 
their productloD to the rated capadty by removIDl the botUeDecu ID the 
productlOD Hne. Simultaneously, the MInistry of RaO",ays should also 
ensure to place orders for walOD supply well 1D advaDce 10 that the wagOD 
Industry may be prepared to meet the chaOeoles ahead. 

13.17 The Committee aIJo DOte thai the maoufacturlD, capaclty of diesel 
(DLW) aDd electric Iocomotl.a (CLW Ie BHEL) Is 150 aDd 170 per aDDUJD 
respectively. The Committee are of tile firm oplDlOD tha' the prodUCtloD 
capadty of these UDlts would have to be apanded by provicUoa m ......... 
Inputs for m .. dq the projected requlrement of Iocomotlva. 

13.11 The Committee ftnd that 10 order to satisfy the tnmaport demand 
for DOD-bulk tramc a also to wID back the traftk whleb had shlfted to 
road, the CODtaioer CorporatioD or IDdJa (CONCOR) wa IIarted 15 a 
public leCtor ult UDder the MInIstry of Ranwa,.. At p ..... Dt the .. tin 
coDtaioer trame moved by the Ranftya II haocUed by the Corpontloo 
whlcb eaten to both IDteroalIoDaI aud Domestic coDtaioer trame. TIle 
Math Plan Worldq Group OD Ranwa)" has atlmated that the 
IateraatioDal CODtaioer tramc would 1Dc:reue from 4 Iakb TEU ID 1996-91 
to 10.5 Iakh TEU ID 2001-81. Durloa the .me period the domestic trafIk II 
also expected to JI'OW from 3 Iakb TEU to 4 Iakb TEU. The Committee 
hope that DecessaJ'1 fwub aDd IDfrutructure would be provided by the 
GovernmeDt to the CONCOR for baodlloa the IDcreasIna deowul. 

13." The MlolstrJ II Ranwa,. baYe lDformed the CommIttee that the, 
bad tarptted to aehIetr. 525 mDUo. toaDa 01 orIalDatlDa rev .... loUin, 
(353 bOlJoD toDDe IuDs.) Z_.11 mDUoa of o ........ tIDa suburbaD aud 
1793.15 mDlIoD or orfaIDatloa DOlHllbarbao , ...... ers durloa the termIaaI 
JUI' or Nlath Plan i.c. 2001002. 
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13.20 The Ministry of RaUways have also stated that If the rail shan: in 
the overall transport system is to be increased by 5% as recommended by 
the Planning Commission, the rail freight tramc to be lifted in the lerminai 
year of the Ninth Plan, calculated on the basis of modest GDP 2rowth rate 
of 6% works out to a staggerinK 417 billion tonne kms. The historical rate 
of growth of passenger tramc has been 40/0 per annum against the expected 
demand of 6% per annum durin2 Ninth Plan and at this rate of growth 429 
billion passenger kms. will be required to be generated by 2001-02. 

13.21 During evidence the Cbairman, Railway Board bas also stated that 
the Railways have asked for a Pian of Rs. 65000 crores against the Eighth 
Plan allocation of Rs. 33000 crores. It Is felt by the Indian Railways that 
unless the Plan size is to tune of the amount proposed, the Indian RaUways 
would stand In the way of the development of the country and the progress 
of the country Is likely to be retarded. 

13.22 The Committee feel that the Railways will have to respond to the 
changed environment by making the necessary competitive adjustments to 
deal with the pressures of market forces in a Iiberalised economic 
environment, not only in or_r to remain financially viable but to be able to 
satisfy the growth In demand for rail transport as a result of accelerated 
growth of the vibrant economy. At the same time, the Railways as a public 
utility would have to continue to be responsive to their public service 
obligations. Apart from having a high budgetary support, the Committee 
feel that the Ministry of Railways will have to be emcient as they have to 
find the ways and means to economise on a large scale so that they could 
generate more Internal resources. 

13.23 The Committee note that the Indian Railways is departmentally run 
organisation falling under the jurisdiction of Ministry of Railways (Railway 
Board). The Railway Board at present consists of the Chairman; the 
Financial Commissioner and five other Members. Whereas the Chairman, 
Railway Board is ex-officio Principal Secretary to the Government of india, 
the Members of the Railway Board are separately In charge of matters 
relating to staff; Civil Engineering; Tramc; Electrical Engineering and 
Mechanical Engineering. After considering the growth In the volume of 
railway purchases during the last decade, the Railway Convention 
Committee (1991) had, in their Fourth Report, recommended for creation of 
a post of member (Stores). 10 their Action Taken Reply dated 8th April, 
1994, the Ministry of Railways bad informed the Committee that the 
recommendation for "creation of • post of Member (Store) Is being studied 
by a Committee, whlcb has recently been set up by the Ministry of Railways 
to make a detailed study of tbe organisation and structure of the Railways 
to bring about necessary chanKes In the Management Ethos so that rall 
transport becomes a way of business." The CommlUee are constrained to 
note that no aclion bas so far beeo taken by the Ministry of Railways in this 
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regard. The Committee therefore, reiterate their earlier recommendation 
for creating II post of Member (Stores) in the Board Immediately. 

13.24 The Committee feel that development does not only mean laying 
new railway lines lind procuring new rolling stock. The development can be 
said to be wholesome when the safety asped 15 not compromised. Keeping In 
view the frequent accidents, derailments and dacoltles the present 
parameters of nUNay. safety needs to be examined de·novo and therefore 
the Committee reco~mend that the present set up for Railway safety should 
be headed by a full·ned~ed member at the apex level of Indian Railways. 

13.25 The Commillee note that against the recommendations of the 
Railway Reforms Committee made in 1984 for creation of four zones at 
Ajmcr, Jahalpur, BaDlalore and AUahabad, the Ministry of Railways have 
abruptly create.- In August, 1996 six zones at HaJlpur, Bhubaneshwar, 
Jaipur, Allahabad, Jabalpur and Banlalore. The Ministry of Railway, did 
not take any action for creation of any zone during the last 12 years and 
created six zones without any examination at a time when Railways were 
facing acute financial crunch. What Is more surprlslill to the Committee Is 
the fact that the Ministry of Railways could not notify the areas which will 
come under the jurisdiction of these zones eve .. ,after II lapse or six months. 
In the opinion of the Committee creation of more Divisions Instead of 
creating zones should have been given welghtage with the growth In volume 
of freight and passen¥er traffic. The Committee take a serious view of the 
manner in which these zones were created and want to have an explanation 
In Ihls regard. 

13.26 There is also need for management reforms In the Railways. The 
Committee recommend that the costs need to the pruned largely by 
improving operational techniques including maintenance of assets and 
Income increased by commercial utilisation of their land. 

13.27 Modern technology plays a vital role In slaniftcant ,avJnp In 
investment, cost of operation and economies of scale. It also brlnp In 
Improvement of quality and reliability or service and also safety. Therefore, 
the Committee recommend that the Indian Railways should uPlrade their 
existing technologies In areas of high speed and emdent locomotives for 
both electrical and diesel traction, new design for coaches, operation of 4500 
tonne freight trains at double the existlng averaae speed on mixed traft'k 
roules. Heavy haul freight trains of uplo 18000 tonne Iralling loads at 75 
kms. per hour, operation of passenaer services upto 160 kms. per hour on 
mixed routes and at the rate of about 100 kms. per hour on dedicated 
routes. 

The Committee are also unhappy to note that high speed state-of·art 
locomotives were procured by Ministry or Railways without creating 
supportinl infrastructure. 

13.28 The Indian Railways Is a departmentaIJy run organisation ralllni 
under the Jurisdiction of Ministry of Railways. The Ministry Is under the 
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char. of a Minister of Cabinet rank wbo II usisted by Minister of State! 
Deputy Minister. lodlaa RaDwaYI belDl a part ot the Goveroment of India . 
have UDdertaken a number of social ObUptloDl, wbleb tbcy haye been 
dIsdulralnl for a Ioq time wltbln the coDltralot relatlq to avallabWty of 
"IOUCei. It hal been aulanecl the dual talk of providiq a modern rallway 
transport system at leut cost to the IOClety wblle malntalnlnl III ftnandal 
viability. It aiso hal a deep lOCiai oblfaatloa to lub.", the national 
objective by provldloa the bllle: and neceu.,)' transport lDtrutructure tor 
promo tin, economic deYelopment and rapid lodustriaUsation of the COUDtry. 
To meet the &l'owiDa demaocla for expaoaion of rallway network from eyery 
comer ot the country, the RaDwaYI require major lovestmenu for 
expanslonlup&radatlon of their system. The Committee nod that the 
budgetary support wblch wll about 75 per CeDt of the total Piau outlay 10 
the Flftb Plan came down to 16 per ceot lD 1996-97, terminal year of the 
El&bth Plan. The decllne 10 budgetary support hu advenely atTected the 
growtb ot Ranway. II aaalalt the dividend rate ot 7 per eeat on budgetary 
,upport, It has to pay around 11 per cent to lodlan Railway Finance 
Corporation CIRFC) for the amount mobUlsed through market borrowlop. 
Sloce 1987-88, the tundl mobUl&ed by the RaDways througb IRFC amoUDted 
to RI. 10553 crores on wblcb tbe RaDway. bave so far paid Rs. 7184 cror .. 
IS lease diaries to IRFC. 

13.29 The Committee nod that tbe private leCtor participation tbroulb 
scbemes like Bullt-Operate-Lease-Transfer (BOLT) and Own-Vear-Walon-
Scheme (OYWS) b81 Umited IUCCes •• No money II comlo, under BOLT .. 
the schemes covered UDder It are h1ply capital lotenslve and the private 
participants hesitate to lovest money 10 lonl lestation projects. As the policy 
of creating assets tbrougb BOLT bll falled, tbe Committee recommend that 
the RaDways sbould Immediately by freed from this policy. 

13.30 From the RaDway Budaet Speecb for 1997-98, the Committee lind 
that out of tbe Annual Plan of RI. 8JOO crores, the RaDwaY' wollld be able 
to lenerate loternal resources to the extent of RI. 3419 erores. The 
borrowings throup IRFC bave been esllmated at RI. 2150 CfOres aDd the 
bud&etary support from General Reyenues would be of the order of 
RI. 1831 crores only. The Committee are constrained to nod that the Indlaa 
RaDwaya bave been asked to raise RI. 1158 erores from market at aD 
Interest rate of about 20-11 per cent. The Committee are of the firm 
opinion that no raoway s)'Item ClD exist OD the borrowed money. 
Tbroughout the world, IndiaD RaDway II tbe only Ranway wblch are 
earn1n1 profit and paylnl dividend to the Government for the capital 
Invested. Tbe Committee would be raWq 10 their duty if they do Dot WarD 

the Govemment that If timely actloD II not takeD for meetinl tbe railway 
requirements from the Union Budlet, the indian RaDway wOl also be 
bavinl the same fate II of otber RaUwa)'l of the world ud then It wm 
require buge SUID of mODey beyond control. 
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13.31 Tbe Commitlee Dote that IndiaD RaUway. operate dally 7515 tralDI 
comprising oC 2973 ordloary passellIers aDd mhed trains, Ill7 malV 
~XPfL'SS trains and 3315 EMUs. They are constrained to Dote that the 
average speed at wbicb the malVexpreu tralu nan per hour broad pUle Is 
47.9 Km., ordinary passeoler tra1na at 31.8 KID. and EMU. at 35.6 Km. 
Tbe total number oC passeD&en carried by Indlao RaOways durio, 1995-96 
stood at 4018 million. In this conoection, the National Transport Committee 
had observed tbat there has beeD heavy Duduatlon In demaDd for non-
suburban lrafTu: 10 the year. The demand shoots up durin, holida)'s In May 
& June and thereafter agalo trom October to December. These demands 
mostly for medium and long distance travel II concentrated on maln trunk 
lines which carry beavy tramc and lutTer from serious probleml of 
capacity. The Committee, therefore, feel that It Is Decessary to plan tor a 
realistic growth of looa distance passeoler tramc, by introdudDI hlgb speed 
trains. Simultaneously, more Dew centres of ecoDomic activity would have to 
be created so as to disperse and reduce slo,lncaotly the pressure of 
population in metroplltan cities wblch, in turn, could be possible ooly if 
travel facilitiel with high Ipeed tralol are made available. AI recommeDded 
by the Committee in earlier paragraphs of this Report, there Is urleot need 
for raising tbe average speed of trainS to 120 to 160 Kms. per bour for 
which all the new IInel, renewals of railway lIoel, doubllog of llnel, laule 
conversion of lines etc. should be laid keepina In view the necessity for 
runnine the trains at the above speed. 

13.32 AU thOle trainl with a Journey of Ie.. thaD 300 KIDI. are 
categorised as short distance passeDger trains. AU these short distance 
stoppinl trains which are loss maklnl trom the operational polot of view. In 
this connectioD, the Nlnth Plan Working Group 00 RaOway. have, In their 
Report, stated that apart trom heavy losses .uttered by IndlaD RaOways due 
to operation of short distance passenaer services, the situation bu become 
critical because or saturatioD of the exlatina hl&h desolty corrldofl. The 
Committee also feel that It would Dot be possible to Introduce additional 
lonl distance passenaer and frei&bt services unless restraint II exercised on 
the growth of such short distance services. 

13.33 The Committee Dote that out of • total loading. ot 405.5 million 
tonnes, Indian RaUways loaded 390.69 mUlioD tonoes of revenues earnina 
freight during 1995-96. Although freight movement constitute. only 40% of 
the total tramc carried by RaOways, yet It coo tributes 71% to the total 
railway revenue. On the other band, passenler tramc accounted for 60% or 
the transport output, cODtrlbutes oDly 18% to the earnlnp. Due to varlou. 
soclo-political reasoDS indian RaIlway. bave been .ubsidlsina passenger 
trarnc particularly suburban aod short distance by the earnlnp ot freight 
tramc and this bu led to periodical Inucue In frel&bt ntea. The 
International passen&er fare to trelpt nle ratio In india has been 31.4% 
whlcb is tbe least in tbe World ucept that of Sri Lanka. In a developing 
country like China it II 151%. Durlnl evidence, the FInaace Secretary bu 
also pointed out that cross subsldlsatlon of passcnler tares by freight tarm 
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by Indian Railways is a major cause of concern as it advcrsdy affects the 
financial viability. Moreover, when one passenger train is added, it is added 
In place of three goods trains. The Introduction or subsidlsc..-d passengrr fare 
has a double effect on the railways efficiency. It not only produces 
subsidised services which limits the financial viability of the railways but 
displaces goods movement to a much greater extent than the passenger 
movement that it adds. The Finance Secretary was against taxing the public 
for subsldislng people travelllng by rail. Clarifying the position In this 
regard, the Chairman, Railways Board submitted before the Committee 
that 97% of passengers travel in second class or second sleeper class and no 
person can Increase the fare of second class by 50%. However, he admitted 
that the seasonal ticket of suburban sections are absolutely very low and 
there it can be increased even by 100%. Keeping in view the views 
expressed by both the Finance Secretary and Chairman, Railway Board, the 
Committee feel that there Is a scope for rationalisation of passenger fare 
over the years so that there may not be any need for cross subsidy. The 
Committee also recommend that the Railways should have a study of cost 
analysis, class-wise vis-a-vis service rendered by them for future e\'alualion 
of increase in passenger fare. 

13.34 Railway transport in cities is generally termed as suburban rail 
services which serve the population of large cities with referencf' to the 
working hours In offices, Industrlat establishments, educational Institutions 
etc. Organisation to administer and control the suburban rail services in 
each of the metropolitan cities of Mumbai, Calcutta and Chennal is 
divisional organisation headed by Divisional Railway Manager. There arc at 
present 2 divisions in Mumbai, 3 division in Calcutta and 1 dh'ision in 
Chennai responsible for administering and controlling the suburhan rail 
services. In addition to the above divisions, Metro Railway and Circular 
Railway covering a distance of 16.45 Kms. and 13.50 Kms. respectively are 
also serving the suburban passen&ers of Calcutta. The total number of 
suburban passenger has increased from 2527.02 millions in 1995-96 to 
2560.40 millions in 1996-97 and passenger kilometres increased from 73651 
millions to 74624 millions during the same period. Whereas the suburban 
services of Western and Central Railways have shown a profit of Rs. 79.69 
crores and Rs. 2.53 crores respectively, all other suburban services have 
been Incurring havey losses. During their Study Tours to Mumhal and 
Chenna! during October 1996 and to' ·Calcutta during January 1997 there 
was demand for additional lines, additional EMU and DMU coaches. The 
commuters had also complained to the Committee about late running of 
these services. There was also demand for completing the Circular Railway 
and extension of Metro Railway. Considering the high rise in passenger 
tramc in all the metropolitan cities, the Committee feel that there Is an 
urgent need for augmenting tbe transport racilitles for the daily commuters. 
However, the Committee have been informed that with the amendment in 
the Business Allocation Rules In 1986, the responslblUty or plannlna and 
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coordination of urban tramc IDdudJDa the RaD based on. ao" resta with 
lbe Mioiltry of Urbaa AfIaJn aad Employment. AI ....... entatlOD and 
runnine or Metro and Suburbaa _"Ie. are hllbly capital InteDlive 
proJecll, the Committee recommead th.t • lepar8te CorporaUoa should be 
set up Cor runninl these luburban and metro lervices. 

13.35 The Committee have aJIo beta 1Df0rmed that Deihl Metro SyStem .. 
• Joint Venture and 100 per cent of the tunu required are to be tunded by 
the Government of N.tlonal Capital Territory of DeIhl and the Central 
Government. The capital cost Is to be met by borrowlna from OECL. Delhl 
Metro would be managed by a aeparate company. The Committee would 
llke to have the ruD detaDs or the project. 

13.36 The Committee note that the malnltude of soclal burden of Indian 
Railways used to be assessed lncludinl cost of ltaft' welfare measures and 
law and order cost· till 1991·91 and It conalsted of (a> 10 ... on frel&ht 
services ror carryina essential commodities at rates much below the cost 
(b) losses on suburban passenger services and (c) losses on suburban 
c:oa«:hinl lervi«:es. However, after the matter wal raised durinl the course 
or a meellna or the COlisultative Committee or Memben or Parliament for 
the Ministry or RaDways In February 1993, It was decided, after 
examination by the RaDway Board, that the expenditure on health, housing, 
education and law and order costs should not be considered as social cosll. 
Arter deduc:tlnl statY welfare and law and order cosll, the raDway. bave 
been made to bear loclal burden or Ri. 5145 c:rores from 1991·93 to 1995-
96. From the analysis or the loss sull'ered by the Railways, the Committee 
Dnd that the maximum losses are belnl suffered on luburban and aon-
suburban coachine se"ices. Alainat a cost or RI. 15.18 per palllenier Km. 
the RaDways have been charging Rs. 16.51 In 1993-94. Similarly, • review 
or financial results or uneconomlc:al branch llnes for the year 1993-94lhow. 
that on an orlpnal investment or Rs. 64 c:rores the 10SIe1 added upto that 
period were Rs. 146 crores on as many as 117 branch llnes. 

13.37 In this connection, the Committee ftnd that the practice or bearlnl 
social obligations is a buUt·1n feature of RaDway systems the world over and 
to cover such defic:ill &rants are souabt by RaDways and sanctioned by 
Governments In many countries. In the United Kingdom,. British RaUways 
were liven Public Service Obligation Grant of 808.9 million pounu In 1993-
94 to sustain the quality and level or pllllleDler busineu on Provlndal 
Se"kes and Net Work South East. The Swisl Federal Government 
contributed SWFr. 1439 million In 1993, as federal compensation towards 
regional pauen&er and rre"ht _"Ieel. SImilarly, the Federal Republic of 
Germany, In ~991, granted the German Railway the DM 11683 mUUon 
towards compensation for sodal services, payment for welfare activities, 
investment arants. etc. The French Government also lranted to the French 
National RaDway an amount or F.Fr. 41900 mlWon In 1993 towards 
Infrastructure, pensions, compensation for sodally reduced tarUb and 
reponal passenler servicel. The percentale of lublldy to total revenue In 
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these countries Iw been 40 to 68%. The RaUway Convention Committee 
(1991) Ia their FU'th, Nlath ADd Twelflb Reportl OD Rate of Dlvldead 101' 
1994-95, 1995-96 aad 1996-97 rapectJvely bad abo rec:omeeaded that ",bea 
the MlaJstry 01 RaDways are Iadac acute resoun:e cruncb due to dwlDdllaa 
huqetary IUPport, the)' should aclequalel)' be compensated lor carrylal 
soda! burden. The payment 01 compeuatJon lor ClUTylal sodaI hurdea alJo 
usumes IJ'IIlter importaace· u lor meetJaa their requiremenll, 'Railways 
were lorced from 1987-88 to 1996-97 to raIae aa amount of RI. 10553 Cforea 
tbrouab market borrowlap lor wbleb they bad to pay R.I. 7184 crorea u 
lease cbar&eI. 

13.38 The Committee bave been laf'ormed that a recommended b)' them, 
a Itudy lor CIUT)'lal IOdal hurdea h)' the RaIlwa)'s "a. made and a copy of 
the Report wu sent to the MlaIstry of FInance wbo oplaed that slace tbe 
study was an Inhouse exerclse of the Ranways, a Workla, Group usoclatln, 
representatives 01 Ministry 01 Finance and Planninl Commission sbould be 
set up for examlalng tbe Issue In III entirety. The Cbalrman, Rallway 
Board, Informed tbe CO~DlIllee duriDI evidence that a Committee of 
Omcers as suUested by the MInIstry 01 Finance was appointed apd they 
bad submitted a Draft Report on the subject and their flnal report Is stW 
awaited. Tbe Committee recommend that tbe Committee of Omcers should 
be aked to live their final Report expedUiously 10 that the Ranwa,l could 
let the much needed Ilnanclal support from the Government on account of 
carryinl social burdea at this crucial Juncture.' 

13.39 In order to have a view of lbt financial performance of tbe indian· 
Ranways vis-a·vis that 01 other RaUways In developedldeveloplal countries, 
the Committee want to mare the experience or thOle countries. In Germany, 
the size of RaDway network Is 40000 Iem. for a populaUon of 80 mOUon 
wbereas Indian Ranways network Is 62915 Kms. lor a population of 900 
mlUioo. Inspite of that tbe German Goveroment b ... been providinc support 
to tbelr RaUways ID order to expedite III full potential as a mode of 
transport due to ill inherent advantages. Even .fler privatlsatlon of their 
ranway with the conseot 01 aU pontlcal parties w.e.f. 1-1-1994, the IUpport 
the German Government lave to tbelr RaUways amounted to DM 12996 
milnon a,ainst ,encration of laternal resour4:U to QM 30723 inunon. At tile 
same time, the responsibUlt1 for iDfrastruclure development contlnued to be 
with the Government wblch provided funds ID the form of lnoll and 
IDterest free loans. If a new unprontable noe Is to be constructed, the 
IDveslment II done by the German Goveroment and .. treated a p1UIt. 
Investment on profitable nne Is also funded by the Government but treated 
u Interest free loan to be returned la alreed terms. Similarly, for dosure of. 
any unprofitable llae, If a decision .. taken to tonllnue the Une, the RaUw.y 
Is suitable compensated by tbe Government. 

13.40 French Ran".y ... Government UndertakIDa havlaa an IDte&nted 
structure, with considerable autonomy Ia functional manalemeat. The 
IDternal Itructure continues to be mOitly departmental oriented. 
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Unprofitable projects, if imposed OD that RaOway, are to be IlIumtedwbolly 
by the Government. Similarly, unprofitable lou' lel'YiceI IIDd branc:b lID. 
are subsidised by the local GovenameDt. However, the RaIlway II expected 
to run profitably In reprd to frelebt, Ionl dJatance puseopr operations 
etc. Insplte of the above provislODl, the Committee find that the Frencb 
Ranway was not able to make pront and on the tontrary, It baa been 
incurrinl beavy losses. The loa sufl'ered by the Frencb Ranway was 6.5 
bUlion FF in 1995 even after pttlng operatlnc lubsldy of 14.51 bUllon FF 
and inCrastructure subsidy of U.4 blWon FF. However, w.e.f. 1 January, 
1997, a new sylitem hu come ioto existence which brouJht about major 
structural changes but there bas been no aUempt to prlvat1se French 
RaDways as unions are very stronc In France and are not In favour of IL 

13.41 The Brltisb Railways were also liven service oblfaatlon arant of 
808.9 million Pounds io 1993-94 to sustain the quaUty and level of Pas&ellCer 
business on Provincial Services and Net Work South East. 

13.42 The Peoples Republic or China Is a Country with a extensive 
territorial expansion and wbere tbe distribution or natural resources and the 
economic development is uneven. The operatlng network oC Chloese Railway 
has Increased from 21000 Kms. in 1949 to 60000 Kms. by tbe end or 1995 
wltb 29.6% belnl double track. The diesel and electric traction amountlni 
to 32.2% and 13% respectively In 1990 has iocrebed to 40% Cor diesel and 
18.3% for electric by 1995. Althonp the diesel and electric locomotive 
account Cor 69% of all locomotives In stock, yet they carry 85.9% of all 
transportation trafllc. By 1994 pU&enler and Carao transportation reached 
57.9% and 68.8% respectively or the entire transportation volume. 

13.43 During evidence the Expenditure Secretary bad admitted that tbe 
Chinese RaUway does not pay any dividend on the capital Invested as they 
do not have any surplus. However, both the Expenditure Secretary and the 
Special Secretary, Planoing Commlsslon stated that tbe Chloese RaDways 
are more efficient than the Indian Railway. and there Is a larce scope for 
improving the emclency In the Indian RaUwaY'. Refuting the above 
statement, the Chairman, RaDway Board Informed tbe Committee durlDl 
evidence that the Chinese Rallway had sutTered an overall operatiq loa of 
10 billion in 1985 and that Included a operatlng loss oC 6.5 bUUon for 
passenger services, whereas tbe Indian RaDway. have always been makin. 
profit. 

13.44 Keepina io view the experience of different world RanwaY', the 
Committee have come to a conclusion 

-tbat the policy on market borrowinp at hlgh Interest rate II hlably 
deterlmental to the bealtb of Indian Ranway. and need. to be discontinued; 

- development of Infrastructure for the Indian RaDwa)'! should be 
whoDy financed by the Government u for the development of Roads. 
Airports and Ports, Government do provide 100% buqelarJ support; 
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-non-profitable/strateale IlneI mould be ftnaneed In the form of FUll 
and other profttable projects need to be baneed In the form of dividend 
free loans; 

-short distance passenpr operations, which II unlvenally unprofttable 
and compensated, mould be eompenaated by the Union Government; 

-socIal burden Imposed on Ranways should be adequately compensated 
either by the Government or by the respective MInistries; 

-there should be rapid extension and uparadaUon of Ran Network to 
meet the demands of the Indian economy expeded to grow at the rate or 
7%. AccordiDily growth rate of Railways should be 10 to IS% If the 
demands or the economy are to be met and the market share or RaUways II 
to be improved. 

NEWDEUU; 
March 11, 1997 

Pha/guna 20, 1918 (S) 

MANORANJAN BHAKTA, 
Chairman, 

Railay Convention Committee. 



APPENDIX I 

(VUk Para No. 6.1) 

NEW LINES COMPLETED AND EXPENDITURE INCURRED 

PLAN YEAR KMS EXPENDITURE 
(Rs. in CIS.) 

6th Plan 80-81 301 42.18 
81·82 0 47.32 
82·83 335 63.49 
83-84 72.14 76 
84-85 339.8 96.32 

Total 1047.94 325.31 

7th Plan 85-86 109.05 79.16 
86-87 70.2 127.n 
87-88 158 188.54 
88-89 307 255.21 
89-90 237 265.59 

Total 881.25 916.27 

Allnual Plan 90-91 107.11 293.94 
Annual Plan 91-92 193 269.36 

Total 300.11 563.3 

8th Plan 92-93 249 241.09 
93-94 211 213.41 
94-95 18 193.61 
95·96 145 209 

96-97@ lOS 220 

Total 728 1077.11 

@ TARGET 
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APPENDIX IV 

(Vide Para No. 6.22) 

CBteaor), '£' Projects to be dODe uDder Bolt Scheme 

1. Agra-Bandikui UPlRajasthan 95·96 151 89 0 
2. Wankancr·Maliya- Gujarat 95·96 90 51 0 

Miyana 
3. Katpadi-Tirupati APITN 92·93 lOS 62 8 
4. Bhildi-Viramgam RajastbanlGujarat 90-91 157 ISS 0 
S. Mudkhed·Adilabad AP 84-85 162 108 24 
6. Mathura·Achnera UP 95·96 35 20 0 
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APPENDIX VA 
(Vide Para No. 7.8) 

(RI. in cr.) 

Year Capital at Currcnt Deferred Total 
charlc Dividend Dividend Dividend 

1 2 3 4 5 

82-83 7251 436 72 508 
83-84 7568 379 379 
84-85 8286 270 270 
85-86 9078 sen 117 624 
86-87 10373 579 579 
87-88 11622 639 639 
88-89 12988 716 716 
89-90 14629 809 809 
90-91 16126 926 12 938 
91-92 17712 1032 74 1106 
92-93 2Of23 1172 342 1514 
93-94 20874 1296 1296 
94-95 217~ 1362 1362 
95·96 22248 1264 1264 
96·97 BE 23779 1587 1587 
96·97 RE 23536 1515 1515 
97·98 BE 25197 1630 1630 
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APPENDIX VB 
(Vide Para No. 7.8) 

(Rs. in Cr.) 

PI ... III&eIUI ... ,.... ........ ~ TOlai 
RaounI ........ Support ......., 

a.e-n:e 
Amt. .... AmI .... AmI .... AlaI .... Total 

I 280 66 .. 280 66 .. 142 34'" 422 
U 467 "'''' 467 "'''' 576 55'" 1043 
III S4.5 32'" S4S 32'" 1140 6ft, 16BS 
1961H9 320 42"- 320 42"- 442 58"- 762 
IV Y17 28"- 'JITI 28% 1031 72"- 1428 
V 384 25"- 384 25"- 1141 75"- 1525 
1978-110 316 25"- 316 25"- 935 75"- 1251 
VI 2713 42% 2713 G'% 380Z ~ 6S85 
VII 
198.5-86 1065 55'" 1065 "'" rm ..,'" 1942 
1986-87 1318 ""' 1318 4n. 1379 51'" '1I:IJ7 
1987·88 1331 39'10 720 21"- 2051 60"- 1368 40"- 3419 
1988-89 1586 40% 100 ~ 2316 61'" 1S43 19'W. 3929 
1989-90 1_ 39'10 1000 22"- 27It 61"- 1m 39'10 456l 
TouJ.VIl 7OI!J 43% 2520 15% 9609 58'Y. ~ 42% 16549 
1990-91 _1 43"" 109'l 23"" 3113 66% 1632 34"" ... 15 
1991·92 2134 4O'Wt U03 28% l637 6~ 17" 33% S393 
VlU 
1992·93 2St8 41 .. 1025 1"" 3S73 ~ 25IJ 42% 6162 
1993-94 4030 '"' 856 15"" ... 13"" 974 1,.. S860 
1994-95 35IZ 65'" ,'" 14"" .Q2'7 7ft. 11'" 21'" S472 
1995-96 4210 60'5'" 1111 I,"" S32I IZ"" 1140 11% 6468 
1996-97 BE 4111 50% Z750 34"" 6161 14% 1269 16'" 8130 
1996-97 RB 4401 53"- 24110 3O'Y. 6161 13'" 1~ 17'" 8300 
1997·98 BE 3419 41'" 3050 3'M(. 6469 78% 1831 22% 8300 
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APPENDIX VB 

(Vide Para No. 9.20) 

IDteraaUooal PUleDpI' Fare to Frel&bt Rate RatiOi 

(Ratio S per passenger-kilometer to S per ton-kilometer) 
Sri Lanka 19.5 

India 32.4 
Pakistan 33.8 

Greece 34.3 
Turkey 42.7 

Indonesia 43 
Thailand 83.8 
Portugal 77 

Korea 87.4 
France 141.2 
China 151.8 

United KiDsdom 160.2 
Germany 184.2 

Japan 191.8 
Canada 347.8 

United States 623.0 
o 100 200 300 400 .500 600 700 in Percent 
(Indonesia-I987: Tbailand-I990: Canada-I990) 
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APPENDIX vm 
(Vide Para No. 11.5) 

GOVERNMENT COMMISSION REPORT ON mE RAILWAYS 
December 1991 

SUDUDaI')' of Rerommend-tJou 
1. The structure of the Railways should undergo change to make the 

Railways a commercial enterprise. The Commiuion recommends the 
conversion of the Railways DB and DR into a Federal owned German 
Railway Public limited Company (DEAG). 

2. This Federal owned Public Umited Company is to be divided into 
Track. Freight traffic and Pusenger traffic. 

3. The divisions Freight traffic and Passenger traffic compete with each 
other and with third parties for the track. They pay a price to the track 
division for use of the tracks. 

4. Insofar u the division Passen,er traffic cannot cover the costs 
especially on the suburban lines, then it mUit demand the difference u a 
subsidy from the Federal Government, other regional cooperatives, specific 
administration or institutions. The Commission baa made proposals for 
calculating luch contractual payments. 

S. The divisions freipt and pallCnaer traffic shaD make autonomous 
decisions reprding investments in rollin, ltock, in the ItatioDi and centres 
of freight traffic. 

6. The track division IbaD make investments in the improvement of tbe 
quality of tbe lines and in the expansion of tbe linea under its own 
commercial responsibility on the one hand, and in co-ordination with the 
Federal Transport Plan on the other. U the Federal Transport Plan plans 
the constructions of new lines the ¥edcral Government and otber 

, interested partiel shall bear the investment COllI. The diviSion Track IhaD 
take over the operatioDl on this line either on its own or on a contractual 
basis for tbe contractor. 

7. The basis of tbe Commission'l considcratioDi wu the invCItIDent plan 
resultin, from the medium-term economy plan of the Railways for the 
period 1991 to 2000. Similar plans or corporate wiabea like for •. ,. more 
social SCMcea wu not lubmitted to tbe Commiuioa. 

8. Without tile propoeed structural reform the finaDcia1 aeeda of the 
Railways will cUmb from the current r7 BWioa DM to over 63 Billion 
Deutscbmarkl in the year 2000. Should the ItrUctUral reform take place the 
financial need of the Railwa,. which h.. to be covered by the Federal 
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Govcrnmcnt, would presumably not incrcue. It should on thc contrary, 
show a alight tendcney to fall (24 billion DM in thc year 20(0). 

9. Thc ColDIDiIIion'l calc:ulatioDi arc bued on the prcaumption that the 
present network shall not be cut back. lbat doca not mean that in certain 
C8ICI linea woo't be shut down. The ColDIDiIIioo howovcr, is for tho 
expansion of tbe railway network. 

10. Thc Commission expcc1l that the Rallwaya havin, a freer hand with 
privatisation shall improve the utilisation of ita linea to full capacity. The 
Railways can, by introducinl relativcly cheap tochnical mcasurea incrcuo 
its Hnc capacity from 30% to SO%. It will inc:rcuc the quality of its acrvice 
considerably. 

11. At present (1991) the Railways expenditure is 6,S billion DM. 'Ibis 
amount would reach 71 billion DM in the year 2000. The Commiasion has 
assessed that the Railways by improvin, III ICmca could handle more 
passen&er traffic which the public sector would have to pay when buyin& 
these servicea. From thia point of view the Commiuion have calculated an 
expenditure of 74,5 billion Dcutschmarks i.e. 3,5 billion more than the 
present amount. 

12. The Commission expects that the Railways wiD become more 
competitive in the freight sector. It rcoommenda that in the non-heavy 
traffIC sector the Railways combine and cooperate with the road traffIC 
operators. The Commission is of the view that the Railways can extend 
and sprcad out its acrviccs. In thc put thc Railways had 100t to individual 
transport companies and to the road carricn but recommends that the 
Railway. to relain impetus should cooperate with road traffic operators. 

13. The DEAG (Railway Public Limited Company) shaH be more 
productive. The cut in labour in achieving this, can be undertaken but kcpt 
within natural nuctuationa. In cases where in certain areas a higher cutback 
of labour is required, the steps should be done in a socially positive way. 
The need for a IpcdaI treatment of tbia problem due to the nature of the 
tariff and &ovemment contracts for Railway employees hu been 
considered with the propoaJ of drawina up a Penonnel Transition Body. 
The CommislioD bu considered the COlt of IUch mcuUI'CI and hu 
included them iD ill estimates. 

14. In future the Railways will pun:bue accordin, to commercial 
vantage poiDlI and DO 10naer purcbaac ill material and equipmeDlI chiefly 
from the domestic market. The CommiuioD c.xpcc:tl that in doln,1O Wier 
rationalization rcservCl will be mobilized. Procurement quotas in the 
purchase ICCtor should be a thin, of th! put. 
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15. The Commission is of tbe opinion tbat the structural reform will only 
be successful when all the individual components are realized in one piece. 
Prerequisite is the amendment of Article 87 of the Constitution for 
redefining the Corporate identity of the Federal Railways followed up by 
considerable changes in the Acts. To totally drop the mention of the 
Federal Railways in Article fr1 of the Coostitution is out of the question. 



APPENDIX IX 
(Vide Para No. 11.25) 

Railway Network Size (Compared) 

Country Germany France UK IR (94-95) 

Railway DB SNCF BR IR 

Area in thousand sq. km. 357 547 244 3287 
Population in million 80 57.5 58.2 850 
Railway Route KM 40.355 32.432 16.400 62.600 
Railway Network-
- per thousand sq. km 113 59 67 19 
- per million inhabitants 504 564 281 74 

- Provision of Railway Network (per capita) in India is less than a quarter 
compared to developed countries like Germany. France. UK etc. 

- In a growing economy like India the demand for additional rail network 
will increase . 
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APPENDIX X 
(Vide Para No. 11.25) 

Major RaDway Auets (Compared) 

Railway DB SNCF BR IR (94-95) 

Route Km 40,355 32,432 16,400 62,660 
Electrified Route Km 17,054 13,717 4,940 12,266 
Staff Strength (thousand) 370 177 120 1602 
Locomotives-Diesel & 7,388 5,390 1,886 6,908 

-Electric 
Coaching Stock 16,273 15.507 10,258 39,214 
Freight Stock 233.066 76.348 13,871 2,91,360 
EMVIDMV etc.· 3,223 1,866 2,706 920 

• To have a common basis this information has been taken from VIC 
statistics. 
This is the count of traction units (motor coaches in the DMUIEMU) 

- In DB, SNCF and BR, major portion of the local passenger traffic is 
handled by DMUIEMU. These services are heavily subsidised by the 
governments. 
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Railway 

Ycar 

Market Share% 
Passengers-million 
Passenger km-billion 
Average Lead km 
Average Fare per km 
- Second class 
• Upper class 

APPENDIX XI 
(Vide Para No. 11.25) 

Key Operating Statistics 
PASSENGER TRAFFIC 

DB SNCF 

1993-94 1994 

6 8 
1435 806 
56 58.9 
39 73 
DMIRs. FFIRs. 
0.29/6.6 0.3912.73 
0.3918.9 0.6414.48 

UK IR 

1994 1994-9.5 

7 20 
713.2 3,915 
18.8 319 
26 81.6 
GBPlRs. Rs. 
·0.1719.4 0.19 
0.23/11.96 0.67 

1 DM=Rs. 23; 1 FF =Rs. 7, 1GBP=Rs. 53 
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APPENDIX-XU 

(Vide Para No. 11.25) 

Key Operating Statistics 

FREIGHT TRAFFIC 

Railway DB SNCF UK IR 

Year 1993-94 1994 1994 1994-95 

Market Share% 29 24 9 46 
Tonnes million 315 129.3 103.3 381.5 
Billion Tonnes km 67 49.7 8.S 252.9 
Average Lead km 212 385 82.5 684 
Average cost per KID 0.13 DM 0.32 FF 0.041 0.54 Ra. 

GBP 
- In Rupee terms 2.99 2.24 2.15 0.54 

1 DM = Ri. 23, 1 FF - Ri. 7. 1 GBP - RI, 53 
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APPENDIX-Xm 

(Vide Para No. 11.25) 

Tariff and Income (Compared) 

Railway DB SNCF UK IR 

Passenpr Trame 
Average fare per PKM 
in rupee terms 
- Second Class 6.6 2.73 9.4 0.19 
- Upper Class 8.9 4.48 11.96 0.67 
Freight Trame 
~verage cost per 11CM 
in rupee terms 2.99 2.24 2.15 0.54 
Minimum wages (Net) 42,000 51,600 2,000 
- in rupee terms per 58,900 

month 
GDP in USS per person 24,666 21,285 17,645 223 

per annum (RI. 6929-
1993-94) 

- Compared to minimum wages, the second class fare in IR appears to 
be cheaper. But compared to GDP per person it is costly. 

- Upper class fare as well as freiaht traffic costs are hip in India. 
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PART-U 

Minutes of the sittings of Railway Convention Committee (1996) held on 
30th December, 1996 and 11th March. 1997. 
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PARTD 

MINUTES OF TIlE 4TH SI1TING OF TIlE RAILWAY 
CONVENTION COMMIITEE (1996) HElD ON 301H DECEMBER, 

1996 

Founh sitting of tbe Railway Convention Committee wu held on 
Thursday, the 30th December, 1996 in Committee Room '0' Parliament 
HoWIe Annexe from 1100 bra. to 1330 bra. 

The foUowing were present: 

Shri Manoranjan Bhakta - Chaimuua 

Lok Sabha 

2. Shri Jayanta Bhattacharya 
3. Shri Prem Singh Chandumajra 
4. Shri Syed Masudal Hossain 
S. Shri S.S. Palanimaaikkam 

Rajya Sab/aQ 

6. Prof. Vijay Kumar Malhotra 
7. Shri Md. Salim 
8. Shri N. Tbalavai Sundaram 

Lox SASHA SECRETARIAT 

1. Shri R.C. Gupta - Deputy Secretary 

2. The Committee took evidence of the reprelentativCl of Plannio. 
Commission & Ministry of Finance (Department of Economic Affain) on 
the subject of 'Ninth Plan Perspective - Infrastructural requirement of 
Indian Railways.' . 

3. The representatives of both Planning CoIlllDilaioD and Miniatry of 
Finance (Department of Economic Affairs) clarified various pointsJBised 
by the Members of the Committee on the subject. 

4. A verbatim record of the proceedioga was kept. 

The Comminee then adjourned 

143 



144 

MINUTES OF THE STH SI1TING OF THE RAILWAY 
CONVENTION COMMllTEE (1996) HELD ON 30TH DECEMBER, 

1996 

Fifth sitting of the Railway Convention Committee was held on 
Thursday, the 30th Dcc::cmber, 1996 in Committee Room '0' Parliament 
House Annexe from 1500 brs. to 1745 brs. 

The following were prescnt: 
Shri Manoranjan Bhakta - Chl.limuI1I 

Lok StJblul 
2. Shri Jayanta Bhattacharya 
3. Shri S.S. Palanimanikkam 
4. Shri Surendra Singh 

Rajya Sabha 
S. Shri Md. Salim 
6. Shri N. Thalavai Sundaram 

LOK SASHA SECRETARIAT 

1. Shri R.C. Gupta - D~puty Stcretary 

2. The Committee took evidence of the representatives of Ministries of 
Power & Railways (Railway Board) on the subject of 'Ninth Plan 
Perspective - Infrastructural requirement of Indian Railways.' 

3. The representatives of both Ministries clarified various points raised 
by the Members of the Committee on the subject. 

4. A verbatim record of the proceedings was kept. 
The Committee then adjourned. 



MINUTES OF THE 6TH SITTING OF THE RAIL WA Y 
CONVENTION COMMITTEE (1996) HELD ON 11TH MARCH. 1997 

Sixth sitting of the Railway Convention Committee was held on Tuesday. the 
11 th March. 1997 in Main Committee Room, Parliament House Annexe from 
1500 brs. to 1600 hrs. 

The following were present: 

Shri Manoranjan Bhakta - Chairman 

Lok Sabha 

2. Shri Syed Masudal Hossain 
3. Shri S.S. Palanimanikkam 
4. 8hri Chandresh Patel 
5. Shri Sartaj Singh 
6. Shri Brij Bhushan Tiwari 
7. Shri P.R.S. Venkatesan 

Rajya Sabha 

8. Dr. Srikant Ramchandra lichkar 
9. Prof. Vijay Kumar Malhotta 

10. Shri Md. Salim 
11. Sbri N. Thalavai Sundaram 
12. Shri 8.S. Surjewala 
13. 8hri Ranjan Prasad Vadav 

LOK SABHA SECRETARIAT 

1. Smt. Roli Srivastava - Joint Secretary 
2. Shri R.C. Gupta - Deputy Secretary 

2. The Committee took up for consideration the Draft Report on the subject 
'Ninth Plan Perspective - Infrastructural requirement of Indian Railways' and 
adopted the same with some modifications/amendments as shown in the Annexure. 

3. The Committee also authorised the Cbainnan to present the Report to 
both Houses of Parliament after making verbal or other consequential changes 
arising out of factual verification by the Ministry of Railways. 

The Committee then adjourned. 
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A.NNEXURE 

Paae 'Para Line ModiliCatioaal 
Amendments 

158. 13.9 1 

167. 13.27 20 

171. 13.33 29 

172. 13.33 3 

Add after ...... covering 
3610 Kms." 
111bey therefore desire 
pcnpective plaa should be 
drawn up to complete 
these !iDeS iD time 10 that 
tbere may Dot be any COlli 
time over run" 
Add at tbe end tbe 
following paraarapb:-
"The Committee are also 
unhappy to note that high 
speed 'statc-of-art' 
locomotives were procured 
by the Ministry of 
Railways without creating 
supporting infrastructure." 
For the last sentence:- Read as follows:-
"Keeping in .... subsidy" "Keepin& in view the 

Add at tbe end:-
liThe Committee also 
recommend that the 
Railways should have a 
study of cost analysia clau-
wise vLs-tl-v;, services 
rendered by them for 

view. expressed by both 
the Finance Secretary and 
Chairman, Railway Board, 
the Committee feel that 
there is a scope for 
rationalisation of 
passenger fare over the 
years 10 tbat there may 
not be any need for cross 
subsidy." 

future evaluation of 
increase in pa5lCnger 
fare." 
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