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INTRODUCTION

1. ihe C hairm an  o f  the  S tanding Com mittee on Railways (1995-96) bavins been 
authorised by the  C om m ittee  to present the Report on their behalf, present thisTWcnty- 
Firsi R eport on action taken by G overnm ent on the recommendations/obscrvations 
contained  in the  S ix teen th  R eport o f  the  Standing Committee on Railways (1995-96) 
on •R equirem ent. P rocurem ent and Utilisation of Wagons by Indian Railways*

2. T h e  S ix tee n th  R eport w as presented to Lok Sabha on 4 August. 1995 and 
con ta ined  23  recom m endations/observations. Replies of the Government to all the 
recom m endations con ta ined  in the Report were received on 9 October. 1995 and were 
considered  by the  C om m ittee  on 11 M arch. 1996.

3. T h e  C om m ittee  considered  and adopted the Twenty-First Report at their sitting 
held  on 11 M arch . 1996.

4 . An A nalysis o f  the  A ction Taken by the Government on recommendauons/ob- 
scrvations con tai ned in th e  Sixteenth Report (Tenth Lok Sabha) of the Committee is 
g iven in A ppcndix-II.

New D e l h i; SOMNATH CHATTERJEE.
11 M arch. 1996__________  Chairman.
21 P halguna. 1917 (Saka) Standing Committee on Railways.

(V)



CHAPTER 1
REPORT

This R eport o f  the S tanding Com m ittee on Railways (1995-96) deals with action 
taken by G ovcrnm enl on the recom m endations and observation* contained in iheir 
S i x t e e n t h  R eport on 'R equirem ent. Procurement and Utilisation of Wagons by Indian 
R ailw ays’. T he Report w as presented to Lok Sabha on 4 August. 1995.

2. Action Taken N otes have hcen received from the Government in respect o f all 
tftc23 rccom m endations/observations contained in the Report and the :»ime have been 
categorized as follows:
'" (i)  R e c o m m c n d a tio n s /O b s e rv a tio n s  w h ich  have been  accep ted  by the  

G o v e rn m en t—  Para Nos. 96. 97. 98, 99, 114 & 115.
(it) R ecom m cndations/O bservations which the Committee do not destre to pursue 

in view  o f  the G overnm ent's replies —  Para Nos, 100, 103, 104. 105. 10#>. 
107, 113, 116 & 117.

(iii) R ecom m cndations/O bservations in respect of which replies of the Government 
have not been accepted by the Com m ittee —  Para Nos. 101. 102. 108. 109,
110. 111. 112 & 118.

(iv) R ecom m cnda tions/O bserva tions in respect o f which final replies of the 
G overnm ent are  still aw aited—

NIL
3. T he C om m ittee w iil now deal with action taken by Government on some of 

their recotntncndalions/obscrvations.
D isapproval o f  U nilateral decision fo r  reduction in procurement o f  wagons

(Para No. 101)
4. C om m enting upon the  unilateral decision taken by the Ministry of Railway* in 

reducing their E ighth Plan requirem ent, the Committee had, in paragraph 101 of 
tbeir Report, noted that a high level meeting under the Chairmanship of Member 
Planning C om m ission w as convened in April. 1989 in o r d e r  to assess the requirement 
o f  w agons during Eighth Plan. It was indicated in that meeting that the requirement 
o f E ighth Plan would be around 1,50.000 Four W heelers (FWs) and accordingly the 
wagon builders were urged to gear up their production activities. But subsequently, 
the Eighth Plan requirem ent o f wagons was reassessed jointly by the Ministry of 
Railways and the Planning Com m ission and finally keeping in view the growth of 
the econom y, it w as decided to procure 1.20.000 FWs. The Committee had expressed 
their concern that the  M inistry  o f  Railways had. without consulting the Planning 
C om m ission, taken a decision to reduce their Eighth Plan wagon requirements from
1,20.000 FW s to 81 .000 FW s. T he Com mittee had deprecated the action o f the 
M inistry o f R ailw ays in dissociating themselves with the national Planning process 
in an arbitrary m anner in such a vital matter.
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2

5 Tlk* Ministry of Railways have, in their oclion taken reply, stated:
The meeting in April 198^ had Keen convened w ith the specific  purpose of 
assessing Hu* capability of the wagon manufacturers to bmlil the required number 
of wagons But al no point any com nuitncni w.is given by the R ailw ays 
regarding the quantum of wagons that would he procured.

Wagons acquisition is necd*based and related to the transport output and efficiency 
ol utilisation. The growth in the transport output m easured in term s of bT K M s fell 
taj short of the original projections in the first 3 years o f  the  VIII plan. In 1994-95, 
against the original VIII Plan projection ol 273.73 bN TK M s. the actual achievem ent 
was only 249.35 bNTKMs. The lead ha«J been projected al 720  kms. for revenue 
earning traffic, hut theaciual achievement w as only 683 km s. A realistic  estim ate  o f 
transport output was according!) made taking into account the prevailing  conditions 
al that umc The lead adopted lor revenue earning traffic w as 690  km s. lo r 1996-97 
against the original projccuon of 750 kms. T his reduced the pro jected  transport 
output m the terminal year to 2S7.9 bN TK M s, from the orig inal figure o f  306 
bNTKMs. This itself, at 1992-9? efficiency norm s accountcd for a  reduction o f  39,000 
wagons. Taking into account the rcduced transport output and in keeping w ith the 
policy decision o f accclcratcd condem nation o f 30.000 conventional four-w heeler 
w agons w'hich. it was decided, would not be replaced, the projected requirem ent o f 
wagons got rcduced from 1,20.000 to S I.000  wagons.

The decision to revise the requirement o f wagons w as m ade after careful study  o f  
the transport output and the efficiency factors.

With ihe industrial growth picking up in the last few m onths, it w as indicated to 
the Planning Commission that if the sam e trend persisted , w agon requirem ents, 
would be reviewed The buoyancy in the econom y w as rcflcclcd  in the increased 
loading on U>e Indian Railways >u the first four m onths o f  the current financial year.
The earlier efficiency norms for calculating wagon requirem ent w hich  w as 1750 
NTKMs per wagon day for live terminal year in the original VIII Plan projections 
was reduced to 1685 NTKM sper w agondav in consonance w ith the actual efficiency -J
growth which was about 3.55J- against 6%  assum ed earlier.

On the basis of the review which look into account the factors m entioned above, 
the Railways increased their wagon procurem ent from the earlier 12000 w agons to 
19000 wagons for 1995-96. This excludes about 5000 w agons w hich are expected to 
be procured under "Own Your W agon’schcme. Thus, in 1995-96, the  total num ber 
of wagons likely to be procured would be about 24,000 wagons.

f». At th e  tin** o f re a ssessm en t o f  r e q u i r e m e n t  o f  w a g o n s  j o i n t l y  b y  th e  M i n i s t r y  
o f  K a i lu a )  s mid th e  P la n n in g  C o m m is s io n  f o r  t h e  tt t l i  p l a n  t a i  |>ct f o r  a c q u i s i t i o n  
o f  1,20.(100 W agons  O' W s) w as f ix ed .  H o w e v e r ,  t l ie i r  r e q u i r e m e n t  o f  w a g o n s  w a s  
su b s t-q u cn ll t  r e d u c e d  to  81,t>00 w i th o u t  c o n s u l t in g  tfie  P l a n n i n g  C o m m is s io n .
1 he C o m m it te e  h a d  c o m m e n te d  u p o n  th e  u c t io n  o f  Ih e  M i n i s t r y  in  d i s s o c ia t in g  
th em se lv es  w ith  th e  n a t io n a l  p l a n n i n g  p ro c e s s  in  a n  a r b i t r a r y  m a n n e r .  T b e  
M in is try  o f  K a ilw ays  h a v e  n o w  t r i e d  to  j u s t i f y  Ih e  r e d u c t i o n  in  p r o c u r e m e n t  o f  
w agons, m lcf-aha  by  s ta t in g  t h a t  th e y  d e c id e d  n o t  to  r e p l a c e  th e  c o n d e m n e d  t
w a g o n s ,  w h ic h  is e v e n  a g a i n s t  t h e i r  o w n  p o l i c y  d e c i s i o n  o f  a c c e l e r a t e d  
c o n d e m n a t io n  o f  c o n v e n t io n a l  F o u r  W h e e le r  W u g o n s .
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T h e  C o m m i t t e e  * r e  „ n » l , | e  to  u n d e r s t a n d  whv U .u  ^  • .
( h e  c o n d e m n e d  w a Kn n .  %va « t » k * n  w-hlcli r f T e r t / u  ™‘r " * o n  " f  n » l  f p l u r l n s

f r o m  c r i p p l i n g  t h e  e n t i r e  w i t Kn n  I n d u s t r y  T h  r  *'  i !> r p f | u t r , *lt,rnfc* n p « r t
c o m p e l l i n g  r i ' a « m s  f o r  d o i n «  so  e v en  w i th o u t  co ^o U IH  ' w  *” k n ' " V  , , ,e
a m i  o t h e r . % c o n c e r n e d .  I Jn le**  th #  n . i n n m ^  Com m iss ion
r e c o m m e n d a t i o n  m a d e  in  p a r a  101 o f  t i  i** * , , , , r , ! r r n t  V^ ' v. t h e
Im p le m e n te d . - P « * P « r . vtiMtiM (>r

K m e ly  p la ce m e n t o f  o rd e r , /o r  p r o c u r e r ,  o f  wago„ , „„ fum  ^

(Para No. 102)

7. O n th e  issue  o f  tim ely  placem en, o f orders for procurement of w ^u n s on firm 
basis, the  C om m ittee  had. in Paragraph 102 of their Report, observed *  under

*'An im port ant policy decision taken in the April iw >  m rcim ; conven-d hy 
the  P lan n in g  C om m ission had been that the Railways would piace idva/ice 
o rd e r  on  firm  b asis  for a period o f  three years for uf the assessed 
requ irem en t and the Planning Commission would ensure recm 'ite fun is for 
the  purpose . H ow ever, the Railways have been following the sys'.em of placinc 
w agon o rders on year-to-year basis and thus creating a Mate of 'jnceru:nty for 
the  w agon m anufacturing  units. The Committee express the:r ncuisrs to oote 
that such  a  po licy  decision which has great bearing on the producttcr Dlannmg 
o f  w agon  m anufactu rers was not followed up either in letter in spint. Aimosi 
all th e  w agon  m anufactu ring  units have show their dissatisfaction to the 
R ailw ays p resen t system  o f  placing orders for wagons and *iiey wanted three 
y ears  a d v an cc  o rders to enable them to make sufficient advance planning 
d ep en d in g  upon  the quantum  o f orders. The Committee, after going into the 
p ro b lem s o f  w agon industry, strongly feel that the demand of .vaerjn units for 
tw o  to th ree  years advancc placem ent o f  orders for waennx h> *-hw Railways is 
ju stifiab le  and the  justification given by the Ministry or Railways far placing 
o rd ers  on year-to -year basis is not convincing lo the Committee Alternatively, 
the  R ailw ays should  aUeast forecast their requirement for 'he nc.\t three years 
on a ro lling  basis. T h is would help the wagon indu.\tr> to plan .dwrn alive load 
in g o o d  lim e to  sustain their workforce and intustruvtural u c ih a o  in e 
ev en t o f  any  reduction in the level ol wagon orderv The Committee hope that 
the  M in istry  o f  R ailw ays would give a senous thought to this aspect oi mei 
w agon procurem ent policy and take a suitable decision eepiag in v> 
ow n in terest a s also that o f  the industry and the Nation.

8. T h e  M in istry  o f  R ailw ays have, in their Action Taken reply. s t t i tJ  as under

"R a ilw ay s arc p lacing  orders on y e a r - t o - y e a r ^ b a s j s (hC 
p lan  sanctioned  and considering the transpor i P * Ccs yCar-
p roduci-m ix  i .e. the type o f  wagons to be acq u r in *• woujj  nm be
lo-year. T herefore . placem ent o f wagon order*.. yc  » s>irC(',onct| 0n (he basis 
a  p rac tical proposition . Further, funds for Ka j’ n „  pOVsihle
o f  A nnual Budget and not on 3 years -md therefoie.
en te r in to  advance com m itm ents.
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H ow ever, it is possible 10 placc order for any financial year —  about 3 m onths 
in ndvancc— say for 1996-97 by December 1995, the possibility of giving n 
tentative forecast for an additional year will be exam ined."

In a subsequent com m unication the M inistry o f Railways have informed the 
C om m ittee that wagon orders were released through wagon India Ltd. on yearly 
basis till 1992-93. As the Ministry get allocation of funds on a yearly basis from the 
P lanning Com m ission/M inistry of Finance, it is difficult lor the Railways to make 
financial com m itm ent in advancc by placing orders for 2 or 3 years in advance.

9. T h r  C o m m ittee  nre no t convinced w ith the  a rg u m e n t ad v an ced  by the  
M in is try  o f R aihvavs tha t it be no t possible for them  lo im plem ent th e ir  decision  
ta k e n  a t  th e  m eeting  held in A pril 1989 an d  forecast th e ir  req u ire m e n t o f  w agons 
fo r  th e  com ing  3 years as funds a re  sanctioned  to  th em  on th e  basis o f  an n u a l 
b u d g e t. T h e  M in istry  would agree th a t for executing th e  an n u a l o rd e rs  w hich 
a rc  general!)- p laced  w ith the w agon unite m uch a fte r  the  s ta r t  o f the  y e a r  the  
unit*  have* to  m ake som e advance p lann ing . In  the  absence o f  som e advance  
p la n n in g  on  long te rm  basis the  w agon un its have to  face u n certa in ty . It would 
n o t be  d ifficu lt fo r th e  R ailw ays to  forecast th e ir  req u irem en t fo r  the  co in ing  a t  
least 3 y ears  based  upon  the  tren d  o b ta in in g  over a  n u m b er o f years in the  p ast 
ta k in g  a lso  in to  acco u n t th e  n u m b er o f w agons condem ned  every  year. T h e  
C o m m itte r  ha»e  been  in form ed th a t the  R ailw ays w ould exam ine the  possibility  
o f  g iv ing  a  ten ta tiv e  fo recast fo r  an  add itiona l year. T he C om m ittee  recom m end 
th a t  in s tead  o f  one y e a r  the  M in istry  o f R ailw ays shou ld  m ake  a  long te rm  p lan  
o f  re q u ire m e n t w hich w ould no t only give R ailw ays a n  u n ite r ru p te d  supp ly  o f 
w agons b u t n o u ld  a lso  give w agon in d u stry  reg u la r o rd e rs  to  su sta in  them . F o r 

• th e  s a id  p u rp o s e . R a ilw ay s sh o u ld  p re p a re  a  p e rsp e c tiv e  p la n  fo r  w agon  
req u irem en t. T he C om m ittee also desire th a t som e sound  system  should be evolved 
to  g i 'e  a  f irm  in d ica tio n  to  th e  w agon m an u fa c tu rin g  u n its  ab o u t the  o rd e rs  to 
Ik  p laced  on  th em  well before  the  beginning  o f  th e  year.

D isapproval o f  "Open Tender System ' f o r  procurement o f  Wagons

(Para Nos. 108. 109. I l l ,  112)

10. T he C om m ittee had, in paragraph 108 o f their report, found that untim ely 
and insufficient wagon orders from the Railways had attributed to idling o f  manpower 
and loss o f  the product capacity o f  the units. Besides, it had crcatcd liquidity problem s 
d isrup ting  various operational plans o f  the wagon building units in both public as 
w ell as private  scctors. T he plight o f  public sector units was indeed eye opening. 
L ike the p rivate  sector units they could not resort to m ethods like closure in ihc event 
o f  nonavailab ility  o f  orders and therefore they l.«d to pay idle wages am ounting to 
about Rs. 70 crores in a  year, which according to the various units, had resulted in 
irregu larities in the paym ent o f wages and sa lanes and in turn caused the problem  o f 
industrial re la tions in the factories. The Com m ittee had. therefore, desired that the 
M in istry  o f  R ailw ays should have taken rem edial m easures im m ediately to save the 
w agon industry  at that critical juncture.
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] I. H>c M inistry o f Railways have, in (heir action ukcn reply stated as under:
“ In 1995-96. the wagon industry will have a work load of 22987.5 Four-wheeler 
Units, consisting o f  3602.5 FWs spill over from 94095 and 17400 FW* against 
Rolling Stock Program m e plus 19H5 FWs under OYWS. O f these Public Sector 
Units have a share o f  10515 FWs. As explained earlier, wagon orders arc not 
placcd becausc capacity is available with ihc wagon manufacturers, but the 
ordering has to be need based to cnahle optimum utilisation o f available funds.’'

12. Expressing their dissatisfaction over the decision of the Ministry of Railways 
to go in for open lender system  for procurement of wagons, the Committee had. in 
paragraph 109 o f  their Report observed that since 1974 the Railways had been 
procuring w agons through Wagon India Ltd. which was set up as service organisation 
a lter a C abinet decision. O ne o f  the main objectives of that organisation had been to 
equitably distribute the annual wagon orders amongst the wagon building units in 
public as well as private sector so as to keep them going and also to centrally negotiate 
the w agon priccs w ith the M inistry of Railways. Till 1993-94 the Railways had 
procured the w agons from  ihc wagon industry through Wagon India Ltd.. but from 
1994*95 they had taken recourse to "open tender* system for meeting a sizeable pan 
o f their requirem ent of wagons. T he Committee were not satisfied wtth the decision 
o f  the M inistry  o f  R ailw ays to go in for open tender for wagon procurement which 
was taken in haste on the hunch o f  the Minister and without any study and consultation 
with the  agcncics concerned viz. Wagon India Ltd.; Planning Commission. Ministry 
o f  Industry.

13. T he C om m ittee had, in paragraph 111 o f  their Report also came to know that 
an im portant consideration  for introducing the tender system by the Ministry of 
Raitways had been to procure the wagons at lower prices. It was incomprehensible to 
the C om m ittee as to how  the M inistry o f  Railways thought of getting wagons at 
low er priccs particularly when their own reprcscntauve always used to be nominated 
in the Pricing C om m ittee. M oreover, if there was any substance that the pnees were 
high, the  M inistry  o f  R ailw ays should have callcd a meeting o f all the constituent 
units o f  W agon India Ltd. T he Com m ittee had observed that such an obvious course 
w as not follow ed and the tendering system had bencfuted only one particular firm, 
to the detrim ent o f  the entire Industry, comprising both public sector and private 
sector units.

14. T he C om m ittee had. in paragraph 112 o f their Report, further found that the 
M inistry o f  R ailw ays had set up in December 1994 a Pricing Committee headed by 
C A  (C osts) M inistry  o f  Financc and having members from the Railway Board. Wagon 
India Ltd. and the M inistry o f  Industry to go into the prices o f Wagons. That high 
pow ered C om m ittee did  not subm it its report. The Committee were surprised to find 
that on the one hand the Railways v.'cre fully committed to the policy ot administered 
priccs. on the other they had unilaterally reverted to the practice of tenJcnng on the 
ground o f  m aking the wagon prices competitive. They were distressed to finJ such a 
duality in the R ailw ays' policy towards wagon prices.

15. T he M inistry o f Railways have, in their Action Taken reply, stated as under 
“ In line w ith the philosophy o f economic liberalisation and need to foster 
com petition so as to bring econom ies in purchases, tender for 10% of the



<1

requirem ent ol 1 YMJ-uj was floated. Rates lower than Ihc Railways* computed 
cost* ha ted  <*n eon im iis  rcle.tsed dirifu^li Wagon India Ltd. weic icccived 
w h irh  resulted in savings i'l Approximately Rs. J  ciores Tor llu* entire tendered 
q u a im u  Therefore. it was decided to enhance procurement through lender to 
50 ‘” hi I y L o w e r  t.tirs have* ht*en received against I -l>fi tender also 
rc&ulting in s jv tngsn l approximately Rs I 1 POcrorev vr.w j-m com putcd pnccs. 
Therefore. tender system has proved advantages to Railways and also enables 
inicractti'O ■ '! market torces Only through the system ol lender, the Railways 
can cxpeci pencration ot competition amongsl wagon builders inspiring wagon 
builders to cut down wantages and reduec costs which is the aim o f  the policy 
ol econom ic liberalisation.

As far as m ode of procurement is conccrncd. the M inistry o f Railways is 
com petent lo decide and the question o f consultation with other M inistries/ 
agencies docs not arise.

The* Cab«net decisions taker in 1°74 was for creation of an Organisation 
n r  W -j’o r India Ltd lo facilitate a single point for negotiations with the 
Railways in die face of low level of orders. The current procurement level is 
higher The Cabinet decision did not prevent the Railways from following an 
appropriate mode of procurement.*'

lt>. T he M inistry o t Railways have further stated on this issue as under:—

•’In justification of tntroducuon o f tender processes, it is stated that in the new 
environm ent of a liberalized industrial policy and emphasis on performance 
improvem ent •.>! Public Enterprises, competition has to be encouraged so as to 
provide further market discipline for the Public Sector. It is in this background 
that e ffo rts w ere m ade by the M inistry o f R ailw ays to ach icvc greater 
com petitiveness and economies following therefrom.

In the earlier method o f  ordering, the potential and prices o f wagon building 
units outside Wagon India Lid. were not being explored. Further there was no 
elem eni of competition as die prices were built up prices In view o f this there 
w as hard!v any point in calling for a meeting of the wagon builders as the 
potential ^nd prices oi wagon building units outside Wagon India Ltd. could 
not haxe been explored in such a meeting, and even after such a meeting, the 
prices would remain bud: up prn.es Computed prices can nut be a substitute 
lor com petitive prices as die li>rmcr do not curry incentive for econom y aj)d 
efficiency. The economic liberalisation is in fact based on this principle.

Furtherm ore, procurement of wagons through open com petitive bidding 
m anifests greater transparency in dealing* which is an essential requirement 
id the present Governm ent outlook and is  very relevant when this country is 
looking up lo die global market.

I: is not corrcci lo state that only one firm benefited as a result o f tender 
system  and die Public Sector Undertakings and Private- Sector suffered. In Ihc 
tender I'inali/.ed ii. 19V4-95 for a small quantity ol 1800 FWs a share as high
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,,s 14*10 R V s w rni ii> ihe lowest tenderer due to refusal of WfL to acccpt ihe 
order Railway m adr saving of Rs 1 0  crores. In 1995-96 nut o f  the 71R5 FWs 
ordered through trn d rr  in the first instance. 5295 FWs went to Public Sector 
U ndertakings which is 71 7%  o f the quantity ordered through lender.”

17. In th is connection , die M inistry o f Railways have also stated as under:—

"T he Report o f the Pricing Com m ittee set up in December 1994 is awaited. 
H ow ever. as regards the contention that the Railways «ire fully committed (O 
the po licy  ol adm inistered priccs. relerencc is invited to reply given against 
Para N o. 109, w here in  the need to obtain com petitive pr>ces. instead of 
depending upon com puted priccs for effecting economy in purchases has been 
highlighted . In any ease since 50%  of the rcqutrmcnl of wagons is still being 
ordered through W IL  outside the tender, the prices for dm  quantity have to he 
fixed for w hich, there w as no option hut to set up the Pricing Committee. 
H ow ever, ihe in tention is to gradually switch uvcr to a system ot tendering lor 
ilk: lull requirem ent m due course ol nnic. The data that will he generated hy 
the P ricing C om m ittee  will help in a m ore accurate analysis ol even the tender 
prices and assessing  their reasonableness.

H ence the  sta tem ent that there is a duality in the Railways' policy in this 
m atter tow ards w agon priccs docs not retlect the true picturc. The Railways 
policy  in th is  m atter can be term ed pragmatic, keeping in view the emphasis of 
liberalisations and opening  up of the econom y in the recent year.”

IK. T h e  C o m m itte e  do  n o t a|>rrc w ith the  a rgum en ts fonvarded by the M inistry 
o f R ailw ays fo r  p ro c u re m e n t o f w agons th ro u g h  'O p en T en d er System ’. Although 
th e  M in is try  o f  R a ilw ay s w as a b le  to  save  Rs. 14 crores (Rs. 3 crores in 1994-95 
an d  Rs. 11 c ro re s  in  1995-96) l>y p lac in g  o rd e rs  th rough  ‘Open Tender System*, 
yet th e  G o v e rn m e n t E x ch e q u e r h ad  to  lose ab o u t Rs. 70 crores per year hy way 
o f  p a y m e n t o f  id le  w ages. B esides, non-ava ilab ility  of o rders bad resulted in 
ir re g u la r i t ie s  in  p a y m e n t o f  w ages a n d  sa la ries to the  idle m anpow er in public 
sec to r u n its  a n d  in  tu r n  cau se  the  p ro b lem  o f  industria l relations in these factories. 
I he C o m m ittee  s tro n g ly  d isap p ro v e  the  change over to  the system of procurem ent 
o f w agons th ro u g h  ‘O p e n  'l e n d e r  System * a n d  fu r th e r  no explanation has been 
g iven  fo r  th e  ch an g e  in  th e  p ro ce d u re . F o r healthy  grow th and continuance of 
th e  w agon  in d u s try  a n d  loo k in g  to its specia l p rob lem s it is im perative tha t a 
no d a l ag en cy  like  W ag o n  In d ia  L td . re ta in s  its con tro l for equitab le  d istribution  
o f  o rd e rs . R a ilw ays h ad  n o t fo u n d  any  difficulty  in  acqu iring  the  wagons through 
W agon In d ia  L td . since  its  in ce p tio n  in 1974. T h e  C om m ittee fail to understand  
how  all o f a  su d d e n  th e  sy stem  w as found fru ity  in  1994-95 afte r being in operation 
fo r  20 long  y e a rs .

T h e  M in is try  o f  R ailw ays sh o u ld  hold  d iscussion  with W agon Ind ia  L td., the 
no d a l agency , a n d  find  o u t som e m u tu a lly  accep tab le  via m edia so th a t the wagon 
in d u s try  w hich  b ad  bu ilt a  vast in fra s tru c tu re  over the years m ainly to ca te r to 
th e  w agon  needs o f R ailw ays shou ld  no t be ru in ed  because of the alleged small 
ga ins o f  tb e  R ailw ays.



T h e  C o m m i t t e e  a l s o  d c « i re  to  k n o w  w h e t h e r  t h e  P r i c i n g  C o m m i t t e e  h a s  
.subm itted  it* R e p o r t  :m d  if *o, t h e i r  m ain  r e c o m m e n d a t io n s  a n d  n c t io n  t a k e n  
t h e r e o n  m a v  b e  c o m m u n i c a t e d  to  th e  C o m m it te e .*

C hange in the pntcctiure o f procurement o f  Hfryon.f
(Para No, 110)

1 The  Com m ittee had in paragraph 110 o f ilrcir report recom m cndcd:—
"A  scnm rfy of the record submitted by the Ministry o f  Railways reveals that 
tin* proposal o f procurement ol wagons through the tender procedure which 
originated at the level of the Minister o f Railways was exam ined by Ihe Stores 
D epartm ent ol Railways which did not favour any changc in the existing 
procedure ol procurem ent o f wagons through Wagon India Ltd. How ever, 
Adviser tF tnance) Railway Board advised that the open tender system  should 
be introduced on experim ental basis. Ultimately, the M inistry o f Railways 
dccidcd to Jloat tenders for purchase of wagons for 10% o f the total required 
quantity  during JMP4-P5. Though further increase in w agon procurem ent 
ih n n g h  tender was subject lo proper study o /  hidden costs which the Railways 
have to incur in procurem ent/handling/ storage/transportation etc., o f  steel 
and other free supply items, the M inistry o f Railways have decided to procurc 
50 ‘* ol the required number of wagons through tender during 1995*96 without 
any cost study. The Com mittee are o f the firm opinion that any m ajor change 
in the procedure of wagon procurement should be effected only after a fresh 
C abinet approval, for the existing procedure o f  procuring w agons through 
Wagon India Ltd., has* been in practice since 1974 on the basis o f Cabinet 
decision.*’

20. In their Acuon Taken reply, the M inistry o f Raitways stated:—

“W ith regard to the opinion that any change in the  procedure o f  wagon 
procurem ent should be effected only after a fresh Cabinet approval for the 
cw sung procedure of procuring wagons through Wagon India Ltd.. had been 
in practice since 1974. on the basis o f Cabinet decision, the position is clarified 
as follows.

Wagon India Ltd.. (W IL) was formed in Octobcr 1974 in pursuance o f the 
Cabinet decision on the Note for Cabinet submitted by the then M inistry o f 
Heavy Industry.

W IL is a joint sector undertaking under the Ministry o f Industry with 25% 
share ol the capital from the M inistry of Industry and balancc 75%  from the 
wugon builders. WIL has since its inception been negotiating with Railway 
Board for fixation ol priccs as per its objectives specified in the Note for Cabinet. 
W IL also takes up other issues which have bearing on production o f  wagons.

Presently 11 established wagon building units (6 in public sector and 5 in 
private sector) are m em bers of WIL. New units can seek membership o f  W IL. 
Recently. W IL has also decided to induct one more i.e. M/s Southern Stniciurals 
Ltd. (SSL)ZMadras —  a Tamil Nadu Government undertking —  as its m e m b e r s .
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W ll. w as form ed with the limited objective nl interaction with the Kailway 
M inistry nn behalf o f its constituent units The role conccived Un WIL as per 
M inistry  o f  Industry 's note for the Cabinet was essentially as under:—

(i> To assist the  constituen t units in working out a coordinated production 
program m e in die contcxt of under utilisation of capacity of various units and 
increasing dem and for wagons in the Five Year Plan.

(ii) To negotiate priccs centrally with Railways. It will be seen that the purpose of 
.setting up  o f W IL was m ainly to help its constituent units. Neither the M inistry 
o f  Industry’s  Note lor Ihe Cabinet, nnr the Cihinet'.s decision thereon placed 
any restric tion  on M inistry of Railways in calling competitive tenders and 
p lacing  orders on the basis o f such tenders on any wagon building unit even 
outside W IL. However, in case negotiations were to be held hy the Railway 
M inistry, constituent um is would be represented hy Wagon India during such 
negotiations. T itus, calling o f competitive tenders for procurement of wagons 
in no w ay  v io la tes the Policy decision of the Cabinet.
In die c ircum stances, it will be seen that no fresh approval o f the cabinet 
w ould  he required  even if the Railways call for competitive tenders for 
p lacem ent o f  o rders on the basis o f  such tenders."

21. In response to a  clarification sought by the Committee in regard to formation 
of W IL. die M inisiry  o f  R ailw ays stated:—

“W hile  cop ies o f  the M inistry o f  Industry’s note for Cabinet and the Cabinet 
decision  on setting  up W agon India Ltd. in 1974 would be available with the 
M inistry  o f  Industry, the scope o f  Wagon India Lid. as known to the M inistry 
o f  R ailw ays has a lready been indicated in the above reply".

22. W hen the M in istry  o f  Industry was asked to supply a  copy of their note and 
the C ab in e t dec ision  regarding  form ation of Wagon India Lim ited in 1974, the 
M inistry  inform ed ".’’ihe note for the Cabinet as well as the Cabinet decision are 
secret and priv ileged  docum ents. In view  o f  this, it may not be possible to furnish the 
copies o f  the  sam e as desired ."

2 3 .  T h e  M i n i s t r y  o f  I n d u s t r y  ( D e p a r t m e n t  o f  H e a v y  I n d u s t r y )  w e re  a s k e d  to  
s u p p l y  a  c o p y  o f  t h e  n o t e  s u b m i t t e d  to  th e  C a b i n e t  fo r  s e t t in g  u p  W a g o n  In d ia  
L t d .  a n d  t h e  C a h i n e t ' s  d e c i s io n  t h e r e o n .  T h e  M in is t r y  o f  I n d u s t r y  h a v e  n o t  
f u r n i s h e d  c o p ie s  o f  t h e  s a m e  o n  th e  p le a  t h a t  th e  n o te  fo r  th e  C a b in e t  a s  w ell a s  
t h e  C a b i n e t  d e c i s io n  a r e  s e c r e t  a n d  p r iv i le g e d  d o c u m e n ts .  T h e  C o m m it te e  d o  n o t  
a c c e p t  t h e  c o n t e n t i o n  o f  t h e  M i n i s t r y  o f  I n d u s t r y  s in cc  n o  m e n t io n  h a s  b e e n  m a d e  
h y  t h e  M i n i s t r y  t h a t  t h e  i n f o r m a t i o n  m a d e  a v a i la b le  to  th e  C o m m it te e  h a s  tb e  
a p p r o v a l  o f  t h e  M in i s t e r .  T h e  C o m m i t t e e  c a n n o t ,  th e re fo re ,  b u t  r e i t e r a t e  th e i r  
e a r l i e r  r e c o m m e n d a t i o n  t h a t  a n y  m a j o r  c h a n g e  in  th e  p r o c e d u r e  o f  p r o c u r e m e n t  
o f  W a g o n s  s h o u l d  h a v e  b e e n  e f fe c te d  o n ly  a f t e r  o b ta in in g  th e  C a b i n e t ’s  a p p r o v a l .

N eed  fo r  tim ely  ava ilab ility  o f  Wagons
(Para No. 118)

24. In paragraph  118 o f  their Report, the Com mittee had found that the Wagon 
Industry in the country  w as not having m uch prospects o f diversification due to lack
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o f availability o f substantial amount o f capital. T he possibility o f selling the wagons 
abroad w as also  very bleak due (o stiff com petition in the global market. Particularly 
in that situation w hen inadequacy of indigenous wagon orders had cripplcd the 
econom ic health o f the enure wagon industry, the units could not be asked lo go in 
for diversification or export unless the Government come forward lo financially assist 
them . To save the labour-intensive Industry the Com mittee desired that a thorough 
review  of the working of Wagon Industry should be conductcd jointly by the M inistry 
of R ailw ays. M inistry ol lmlu*trv. Planning Commission. M inistry o f  Financc and the 
W agon India Ltd with due participation of tin* representatives of ihe Industry. If the 
problem s of the wagon industry were left unattended, several units w ould have been 
perm anently  closed down and the future of thousands o f workers engaged in the 
industry was bound to be jeopardized and the national interest would have suffered 
greatly.

25. T he M inistry of Railways have, in their action taken reply, stated as under:—
“ In ihe past, som e of the wagon building units had secured som e orders for 
export of wagons. The potential no doubt is there, though there is need for 
activating marketing efforts on the part o f the units in the Industry.
For 1995-96 the Rolling Stock Programme provision has already been enhanced 
to 19000 FW s and additional load through OY W s is available. As already 
stated wagon procurement has to be need based and cannot he governed by the 
capacities available. In this background, it is felt that no purpose will be served 
by study o f  the Wagon Industry by a  joint Inter— ministerial study group. Wagon 
India is already acting as an inter-face-effectively to discuss with M inistry o f 
R ailw ays all problem s of the Wagon Industry.*'

2 6 .  T h e  C o m m i t t e e  a r e  o f  th e  v iew  t h a t  p la c e m e n t  o f  o r d e r s  f o r  1 9 0 0 0  F W s  
/ o r  1 9 9 5 -9 6  d o e s  n o t  g u a r a n t e e  a  r e g u la r  f low  o f  o r d e r s  t o  t h e  W a g o n s  U n i ts  in  
f u t u r e  a l so  to  k e e p  t h e m  fo lly  o c c u p ie d .  T h e  M in is t r y  h a v e  n o t  In d ic a te d  a n y  
d e c i s io n / s te p s  t a k e n  o r  t o  be  t a k e n  by  t h e m  f o r  e n s u r i n g  t im e ly  p la c e m e n t  o f  
o r d e r s  f o r  p r o c u r e m e n t  o f  w a g o n s  w h ic h  b  v e ry  v i ta l  f o r  s u rv iv a l  o f  t h e  l a b o u r  
in te n s iv e  i n d u s t r y .  T h e  C o m m it te e ,  th e re fo re ,  c a n n o t  b u t  r e i t e r a t e  t h e i r  e a r l i e r  
r e c o m m e n d a t i o n  t i u t  a  th o r o u g h  re v ie w  o f  w o r k in g  o f  W a g o n  I n d u s t r y  s h o u ld  
b e  c o n d u c t e d  b y  tb e  M in i s t r y  o f  R a i lw a y s  jo in t ly  w ith  t b e  c o n c e r n e d  M in is t r ie s /  
W a g o n  b u i l d e r s  f o r  s o r t i n g  o u t  tb e  p r o b le m s  o f  w a g o n  I n d u s t r y  a n d  e n s u r in g  
t im e ly  p l a c e m e n t  o f  su f f ic ie n t  o r d e r s  o n  tb e  w a g o n  m a n u f a c t u r i n g  U n its .



CH A PTER I!

RECOM M ENDATIONS/OBSERVATIONS WHICH HAVE BEEN ACCEPTED
BY TH E GOVERNM ENT

R e c n m e n d a t f o n  ( P a r a  No. 96)

In the context o f  Indian Railways* transport capacity and freight carrying activities 
w hich im pinge greatly  on public life, econom ics o f supply and demand of wagons 
has assum ed special significance. For the past many yeajs, Railways have been the 
so le buyer o f  w agons m anufactured by all the wagon builders in the country The 
R ailw ays as the  M onopoly buyer o f the wagons have enough potential to affect the 
functioning and even the existence o f  the suppliers o f wagons tn many ways. The 
R ailw ays can . therefore, p lay a vital role tn pushing the industry forward as the 
m ovem ent o f  m any  im portan t com m odities is greatly dependent on the timely 
availab ility  o f  w agons for transportation.

R e p ly  o f  (h e  G o v e rn m e n t

O bservations arc a m atter o f  record.
fM /o Rlys. O-M. No. 95/SCR/X/3/(W) dt. 9.10.95]

R e c o m m e n d a t i o n  ( P a r a  N o . 97)

Presently, 11 un its— six in Central public sector and five in private sector, which 
are the m em bers o f  W agon India Ltd. since 1974 arc engaged in the manufacturing 
o f  d ifferent types o f  w agons in order to meet the requirement of Railways. In addition, 
tw o new  units, one in public sector at State level and one in private sector have also 
started m anufacturing  o f  railw ay wagons.

R e p ly  o f  t h e  G o v e r n m e n t

It is a  m atter o f  record except that one out o f  the two new units viz. M / s Southern 
S tru c tu ra l  L td.. M adras (a Tamil Nadu Govt, undertaking) has oow been admitted 
as a m em ber o f  W agon India Ltd.

(M /o Rlys. O.M . No. 9S/SCR/X/3/(W ) dt. 9.I0.95J 

R e c o m m e n d a t io n  ( P a r a  No. 98)

T he wagon industry in the country has a capacity to manufacture around 36000 
Four W heelers per annum . But the industry has presently been undergoing traumatic 
experience due  lo drastically reduccd wagon orders from the railways. On the one 
hand the wagon building units iu the country have been starving for orders, and on 
the other, m ovem ent o f  m any essential comm odities like steel, coa) etc.. has been 
badly hit due  to paucity  of wagons. This paradoxical situation has necessitated the 
C om m ittee to go into the Railways* wagon procurement programme and the state of 
wagon industry in the country.

11
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R ep ly  o f Hip G o v e r n m e n t

In the current financial year from April to August 05, the revenue earning freight 
load ing  has been  151.37 m illion tonnes against M 3.13 m illion  tonnes in the 
corresponding period o f  Iasi year. i.e. S.24 million tonnes m ore than last year. Bvcn 
vis-a-vis  the proportionate target of 152.25 million tonnes, there has been only a 
m arginal shon fall o f 0.88 million tonnes. Tlie commodity*wise loading in the  currcnt 
year upto  A ugust 1095 as compared to the target is indicated below :—

(In m illion tonnes) 
(April-August '95)
Cumulative Approx

Target Actual
Coal 70.75 71.52
Fertiliser 8.55 8.84
Foodgrain 9.15 9.46
Raw m aterials to steel plants 14.30 16.01
Finished steel 5.20 4.76

Although the loading has been generally at par with the targe', the sudden upsurge 
in the overall requirement for rail transport in the current m onths due to im ports and 
exports, has created a marginal gap between die demand and supply o f  w agons in 
rcspcct o f foodgrain, fertiliser and cement.

rM/o Rlys. O M . No. 95/SCR/X,’3/(W ) dL 9.10.95] 

R ecom m endation (P a ra  N o. 99)
The Railways procure various types of wagons for carrying different kinds o f  

goods. The Com mittee note that though the Railways assess their requirem ent o f 
w agons for future years on the basis o f freight traffic projected in consultation with 
the Planning Commission and the anticipated level o f  productivity o f  wagons, the 
m ain factors d m  determ ine die number of wagons required to be procured for m oving 
the projected level o f  traffic during a particular year are —

(i) wagons required on additional account
(ii) replacem ent o f ovcragcd wagons and

(iii) replacement on account o f  prem ature condemnation.

R e p ly  o f  t b e  G o v e r n m e n t
A factual statement.

(M/o Klys. O M .  No. 95/SCR/X/3/(W> dt. 9.10.95] 
R ecom m endation  (I* **a No. 114)

As regards the  R ailw ays' wagon procurem ent p rogram m e for 1995-96, the  
Com m ittee note that 12000 FW s bave been targetted lor die year. T he target is not 
acceptable to the Planning Com mission who have asked the M inistry o f  R ailw ays lo 
re-exam ine their projected requirem ent in view o f die fact that the industrial grow th 
in the country is likely  lo be m uch higher in the next two years and the rail transport
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dem and is expccted to pick tip considerably. In fact, (ho Planning Commission have 
suggested a procurem ent o f around 20.000 FW s during 1995-96. Tbe Committee 
desire that the target suggested hy the Planning Commission should be adopted 
im m ediately by the Railways and 20000 FWs be procured through Wagon India Ltd. 
so that industrial grow th is not adversely affected due to paucity o f wagons in the 
near lulure.

R e p ly  o f  th e  G o v e rn m e n t

T he wagon procurem ent target o f  Rolling Stock programme for 1995-96 as per 
provision in the Budget is  12,000 wagons in terms of four wheeler units (FWs). TTiis 
has sincc been enhanced by 7000 FWs.

T hus the  total procurem ent against RSP in 1995*96 will be 19,000 FWs.
Besides there arc orders for 1985 FWs under OYW s making total orders for 

1995-96 o f  1 9 0 0 0 +  1985 =  20,985 FW s. In addition there are outstanding orders 
for 3602.5 FW s from  the previous year.

Annual funds outlay  is finalised in consultation with Planning Commission as 
provision for assets in physical units like number o f wagons has to be within this. 
With regard to procurem ent through W IL —  this Ministry's stand has been clarified 
in reply to earlier question/points.

[M /o Rlys. O.M. No. 95/SCR/X/3/(W) dL 9.10.951 
R ecom m enda tion  (P a ra  No. 115)

The M inistry  o f  R ailw ays arc  going ahead in a  big way with large scale conversion 
of meter gauge tracks to broad gauge. This would automatically increase the requirement 
o f  w agons o f  broad gauge type. However, this is not duly reflected io the wagon 
procurem ent plan o f  the Indian Railways. The Committee desire that the Ministry of 
Railways should im m ediately m ake a realistic assessment of the requirement of broad 
gauge w agons and an advance indication should be given to the wagon manufacturing 
units through W agon India L td., so  that the industry could gear up for production 
accordingly.

R e p ly  o f  t h e  ( i o v e m m e n t

The requirem ent o f  w agons is assessed on the basis o f  freight traffic projections 
both on BG and M G  and also takes into account the needs o f  the newly converted 
sections. O n the basis o f  die freight traffic projections and anticipated level o f wagons 
productivity, w agon requirem ent are calculatcd.

I M /o Rlys. O.M . No. 95/SCR/X/3/(W) dL 9.10.95}



c i i A r r r . R  m

RECOM M ENDATIONS/OBSERVATIONS WHICH THE CO M M ITTEE DO 
N O T  D ESIRE TO  PITRSITE TN VIEW  O F GO VERNM ENT’S REPLIES

R ecom m endation  (P a ra  No. 100)
T he C om m ittee note that Indian Railways' holding o f wagons has been declining 

over the years. Total wagons in line which were 4.00.946 in 1980-81 have comc 
dow n to 3.12.405 in WS3-94. i.e.. 22**- decrease during a period o f thirteen years. 
T ins is indicative of the fact that the Indian Railways have substantially lost freight 
traffic to other rhodes o f transport due to shortage of wagons.

Reply o f the G overnm ent
For the last several years, the Indian Railways wagon fleet has been strengthened 

by Ok  induction ol higher capacity ctght-wheclcr wagons which arc gradually replacing 
the less efficient convenuonal four-wheeler wagons. Therefore, a comparison o f the 
fleet strength of the two periods in terms o f vehicle units is not strictly valid. W hile it 
is true that in terms of vchicic units, the number o f wagons on Indian Railways has 
com c dow n, from 4.00.94b wagons in 1980-81 to 3.12.405 in 1993-94. the actual 
fleet strength measured in terms of four-wheeler equivalent units works out to 5.47,746 
in 1980-81 as compared to 5.50,498 (four-wheeler units) in 1993-94. It Is further 
clarified that on the BC», which cam es over 909o of the total freight traffic, the 
num ber ol wagons in terms of four-wheclcr equivalent units has increased from 
4.24.017 in 1980-81 to -4.78.833 fourwhecler units. Besides the fact that there has 
been no decrease in the wagon fleet in terms of freight carrying capacity, it is also 
relevant to mention that due to increased producuvity o f assets, the loading o f  revenue 
earning traffic lias increased Irom a level of 195.94 million tonnes in 1980-81 to 
358.7 m illion tonnes in 1993-94.

[M/o RJys. OJv1. No. 95/SCR/X/3/(W ) dt. 9.10.951 
R ecom m endation (P a ra  No. 103)

The Com mittee note that at the instance of the Railways as well as the Planning 
C om m ission, all the wagon manufacturing units in the public and private sectors had 
taken various steps and made sincere efforts, even in difficult situations, to upgrade 
their technology for qualitative improvements. Surprisingly, on the one hand the 
R ailw ays were insisting that ihc wagon industry must gear up their production and 
infrasiructurc. yet on the other there has been drastic cut in procurement o f  wagons 
dunng 1993*94 and 1994-yj without any advance indication lo the Industry. Percentage 
reduction in wagon orders as compared to the original targets winch was 12.6% during
1993-94 increased to 41.25*15 m 1994-95 Due to lack of wagon orders during the first 
tJjree years b I the Eighth Plan, the very survival of wagon building units in die country 
has been threatened. The Committee arc deeply concerned to note dial only during 
1993*94 the under utilisation o f installed capacity ranged from 25% to as high as 62% 
in d ilfcrcm  wagon un its  This has resulted in huge under u tilisation o f wagon

14
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^ n tifa c tu rin g  capacity  and w ide spread unem ploym ent in the industry which is 
basically labour oriented Resides, dtic to insufficient wagon orders, the cash flow in 
%vagon units has *>ecn <lw ' ndlc<l which in turn has given a severe blow to ihcir working 
caplwl position.

R e p ly  o f  i h e  ( i o v e r n m c n i

Actual waj:on acquisition is need based and depends upon anticipated transport 
output and cfficicncy o f wagon utilisation Orders placed during these 2 years 93-94 
and 94*95, were based on actual needs and the transport capacity already available. 
Wagon builders were already advised to diversify and look for alternative load. Wagon 
p r o c u r e m e n t  targets have to he related to need and not to the capacity f o r  production, 
as in the latter ease, these would result in injudicious investment, which can not only 
affcct the profitability o f  the  Railways but also deny funds to other essential areas.

In 1994-95, orders for 12000 fourwhccicrs were released. Therefore, die reduction 
f r o m  the original targets as reflected in the Budget will not be 41.25%. it will be only
33.3%.

fM /o Rlys. O.M. No. 95/SCR/X/3/(W) dt. 9.10.95J

R e c o m m e n d a t io n  ( P a r a  No. 104)

Tbe Com mittee arc distressed to note that the unilateral decision of the Railways 
to restrict their w agon procurem ent figure to 81000 FWs against the figure o f 
120000 FW s as approved by the Planning Commission, has not only caused a serious 
problem o f  wagon shortage during the Eighth Plan period thereby adversely affecting 
tbe movement o f goods in different core /  non*corc sectors o f the economy but also 
pul tbe entire wagon industry in deep crisis.

R e p ly  o f  th e  G o v e r n m e n t

As explained in com m ents to Para 101, ihe decision to reduce wagon requirement 
from 1.20,000 four-w heelers to 81.000 four-wheeler was based on the assessment of 
actual transport output achieved in the first three years of ihe VIII Plan vis^a-vis the 
earlier projections. The traffic offer was way below the projections right upto 
December. 1994. However, with the economy showing a buoyancy tn the last few 
months, the requirem ents o f  wagons for 1995-96 was hiked from 12.000 to 19.000. 
In addition, another 5000 wagons arc expected to be procured under the ‘Own Your 
Wagon' Scheme.

During the terminal m onth of 1994*95 (March'95). Indian Railways lifted 
34 million tonnes o f revenue freight traffic and the corresponding transport 
output was 24.73 bNTKM s. The system thereby demonstrated its capability to achieve 
revenue freight traffic o f  435.60 million tonnes in a year corresponding to a transport 
output o f 291.20 bNTKM s. provided the offer o f traffic is uniform throughout the 
year and the term inals are worked at optimum efficiency.

The Railways arc keeping pace with the proportionate loading target for 1995-96 
in the first five months o f the year. The originating revenue earning loading has been 
8.24 million tonnes m ore than the corresponding period o f last year. Tbe total loading 
in April-Aug.’95-96 has been 151.37 million tonnes against the target of 152.25 million
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tonnes. In term s o f transport output, the actual bNTKM s achieved was 
106 42 bNTKM s against Ihe proportionate target of 106.64 bNTKMs.

[M /o . Rlys O.M. No. 9 5 /  SCR / X / 3  /(W )tJ t. 9.10.951 
R rc o n in w iid .i t if ln  a  N o . 105)

The Commrncc further note that noi only the wagon builders represented against 
insufficient orders for wagons from the Railways but also the Minisiry of Industry 
took up the matter with the Ministry ol Railways at tlx; Ministers'as well as Secretaries’ 
levels and requested the Planning Commission to review the wagon order position 
especially in the context of severe financial crisis that the wagon units had /h av e  been 
facing on account ol drastic reduction of wagon orders during 1994-95. Even the 
Prime Minister's office was also approached hy the Ministry of Industry for due 
intervention in order to rcscuc the public see tor wagon manufacturing companies. The 
Committee arc really shockcd to learn that inspire of the matter having been taken up 
al the highest level, nothing concrete could emerge till recently.

Reply o f  Ihe G o v e rn m e n t

As already indicated the requirement is need-based and wagons were ordered as 
per traffic requirement

[M/o Rlys. O .M . No. 95 /SC R /X /3/(\V ) dt. 9.10.95J 
R eco m m en d a tio n  ( P a r a  No. 106)

The Committee note that except Burn Standard Company Ltd. in public sector 
and Cimmco Wagons in Private sector, no other wagon building units get wagon 
orders from ihe agencies other than the Railways. It is distressing lo note that at the 
end of 1994-95 except Jessop and Company Ltd. in public sector and Cimmco Wagons 
in Private sector which had orders for 50 FWs and 130 FWs respectively for ihe year 
1995-96. no other wagon manufacturing units had an order even for a single wagon 
from April 1995 onwards. Since most of the wagon building units in the country are 
solely dependent on the Railways for their survival, the Committee slrongly feel that 
the Minisiry of Railways should not effect abrupt changes in regard to placement o f 
wagon orders Being the pari of Government, it is the social responsibility o f  the 
Ministry' to give due considcrauon to the interest o f wagon industry and the workers 
while taking any pohcy decision.

R eply  o f  tb e  G o v e rn m e n t

In 1995*96. orders for 10515 fourwhcelers have already been placed on public 
sector units as against their best delivery o f 12380 FW units in 92*93.

For 95-96 the work load available includes spill over from 94-95 plus Own Your 
Wagon Scheme (OYWS) ordered through Railways.

As already explained, ordering for wagons is diciaicd by need* of the Railways and 
not on consideration like idle capacity or under utilisation of capacity of the wagon 
manufacturing units. Tt>e Railway Mmi.%uy can not be cxpcclcd u> carry any additional 
social burden in its commercial activities like wagon procurement as it is not the part 
of its legitimate responsibility.

(M/o Rlys. O.M. No. 95/SCR/X/V(W ) dt. 9.10.93)
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K rco m m cn d a tio n  (I’a ra  No. 107)
T he C om m ittee find that at a tim e when all the wagon building units of Wagon 

India C om pany have been starving lor orders, (wo new units have been introduced 
from outside (he W agon India G roup for wagon procurem ent. TJiis has resulted in 
further reduction in the off-take o f  wagons troni the existing wagon building units. 
Since the ex isting  capacity  o f the units of Wagon India Group is m ore than sufficient 
to enter to the needs o f  (he Railways, no new units should have been allowed to come 
up in this field. Introduction o f m ore units in (he present scenario is bound to result in 
cut-throat com petition , under-utilisation o f capacity and diseconomy o f  scale.

R eply  o f  the  G overnm ent
Tw o firm s namely, M /s Southern Structurals Ltd., and M /s fiinny Ltd., were given 

orders for a  sm all quantity  o f  250  FW s each in 93-94. This had only a marginal impact 
on the order level ol 18500 FW s placed on wagon industry (other wagon builders) in 
that year. M /s Southern S tructurals had earlier been manufacturing wagons has now 
been adm itted as a  m em ber o f  W agon India Ltd.

Introduction o f  the.se 2 units has not resulted in cut throat competition as they have 
been quoting  prices near about the sam e as existing Wagon India members.

IM /o Rlys. O.M . No. 95/SCR/X/3/(W) dl. 9.10.95J 

R e co m m e n d a tio n  (P a ra  No. 113)
T he tendering  system  has been strongly objected to by Wagon India Ltd.. the 

M inistry  o f  Industry  and alm ost all the wagon building units excepting M/s Hindustan 
D evelopm ent C orporation  (H D C ) which have currently been supplying wagons to the 
Railways on tender basis. T he Com m ittee find that the tender system for the procurement 
o f  w agons has no t borne fruits. T he firm, namely. HDC on which orders were placed 
through tender against the wagon procurem ent programme o f  1994-95 could not supply 
the desired  num ber o f  w agons and 59.2%  o f  the total number of wagons for which 
orders w ere placed, rem ained un-supplicd till M ay 1995 thereby adversely alfccnng 
the availability o f  w agons with the Indian Railways. In the light ol the rccent cxpcncncc, 
the C om m ittee desire that the tendering system  should be stopped forthwith and the 
R ailw ays should continue die old practice o f  placing orders through Wagon India Ltd. 
A ny decision for change In the wagon procurem ent procedure should be taken in the 
light o f  recom m endations of the Pricing Committee set up by the Railways in December 
1994 w ith due consultation  w ith the Wagon India Ltd.. M inistry o f  Industry and the 
Planning C om m ission and a lter C abinet approval.

R eply  o f.the  G overnm en t
It is  true that there have been representation* against introduction o f tendering 

system . It is how ever not correct to slate that procurem ent o f wagons through tender 
has not borne fruits. T he lowest ratcsrcccived  against tender against 94-95 requirement 
have yielded a  saving o f  about Rs. 3 .0cro res and that received in 95-96 has resulted in 
savings o fR s . l l.O c ro re s .

In so  far as the  p rocu rem en t o f  w agons from  M /s H indus- 4 Developm ent 
C orporation through tender is concerned, ib«*. oosition is clarified as follows.
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The tender in question, as well as HDC's quotation stipulated that delivery would 
he completed in 7 months' time However, there was some delay in finalising t|jc 
tender and the contract could he placed in January. 1995 with completion date as 
M arch 1995 giving only 2 months time against their entitlement upto 31-8-95.

Til! 31.3.95. a total o f  1040 FW s have been supplied. The order for 1440 FW s out 
o f Rolling Stock Programme is expectcd to be completed by 30.10.95.

As far as change in procurement policy is concerned, tl>c same has been clarified in 
reply to Quesiion/poim  No. 110&  111.

[M/o Rlys.. O.M . No. 95/SCR/X/3/(W ) dt. 9.10.95] 

R ccom m cndation  (P a ra  No. 116)

T he Com m ittee note that though the Railways propose to phase out as many as
1.03.000 FW s during the Eighth Plan, they propose to procurc only 81000 FW s 
during the Plan period resulting in a shortage of 22,000 FW s. T he Committee do not 
agree w ith the views o f  the M inistry o f Railways that there is no shortage o f wagons 
and wagon utilisation has been improved beyond what had heon projected in the 
R ailw ays Budget. The shortage of wagons has started to show its effects on the 
econom y. The Com mittee have comc to learn that shortage of wagons is adversely 
affecting the movement of essential commodities like coal, steel, etc. With the result, 
key industries such as textiles, heavy chemical and paper have been facing serious 
p ro d u c tio n  constra in ts . It is a lso  understood that the  C abinet C om m ittee on 
Infrastructure is also seized of the matter o f wagon shortage in the country. The 
C om m ittee would like to know the specific issues discusscd and the action taken by 
the M inistry  o f  R ailw ays thereon. They also desire  that steps should be taken 
imm ediately by the Ministry o f Railways to realistically assess their wagon requirement 
on d ifferent accounts including replacem ent o f  unserviceable wagons; and the 
Planning Commission should also play a m ore effective role in the matter.

The Com mittee arc also o f  the firm opinion that the M inistry o f  Railways shoutd 
placed orders for their additional requirement o f wagons including spill over demand 
w ith Wagon India Lim ited only.

Reply o f  th e  G overnm ent

It is true that the Railways envisaged the phasing out o f about 1,03.000 four- 
wheeler equivalent wagons during the VIU Plan period. However, it needs to be 
borne in mind that a substantial proportion o f these wagons are conventional plain- 
bearing old type four-wheeler wagons which have very low productivity, on account 
o f  which* their non-replaccm ent would not affcct transport output but would, on the 
contrary, m ake the managem ent o f the remaining fleet more effective.

T he w agon productivity which is m easured in term s o f N TKM s per day has 
im proved during the first three years o f the VIII Plan as the following figures would 
testify:

1992-93 —  1457 NTKMs
1993.94 —  1506 NTKM s
1994-95 —  1560 NTKM s
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Kecpiiip in view the buoyancy ol ihe cvmminy. .1 review nl (lie wagon requirement 
made and wagon procurem ent enhanced in IW V M  irom l2.fHH> imli;illy lo

19.000 wagons.
In the enrrent financial year trom April inj \ uj; iim  *>5. the revenue earning freight 

loading has been 151.37 m illion ionites against l*n M uitllion tonnes in the 
corresponding perio<l ol last year. r.«\, X 24 million tonnes more than last year. Even. 
vfa.(t‘Vis ll»c propom nn.iic target nl 152 25 nnlliun lonnes. there has been only a 
marginal short lull ol 0.8X m illion tonnes. The commodity* wise 'nading in the current 
year upio August 1995 as com pared to the target is unhealed be ->\v:

(1 * mllton tonnes)
(Apnl-AnaitM  95/ 
Citiitnlattve approx.

lorvei Ot'fUtll
Coal 70.75 71.52
Fertiliser 8.55 8.84
Foodgrain 9.15 9.46
Raw materials to steel plants 14.30 16.01
Finished steel 5.20 4.7ft

Although the loading has been generally at par with ihe target, the sudden upsurge 
in the overall.requirem ent tor rail transport in ihe recent months due to tncrca.se in 
imports o f  fertilizers and exports ol loodgrams. has created a marginal gap between 
the demand and supply o f  wagons in respect 01 foodgrain. fertiliser and cement.

The cabinet Com m ittee on infrastructure at its meeting on 28.6.95 felt that in the 
contcxl of the grow th o f the cconom y. there was need for the Railways to evaluate 
their long term  rolling stock requirem ents. The Committee desired that the concerned 
M inistries w ho basically utilize the Rail infrastructure should submit their perspective 
plans and requirem ents o f rail traffic to ihe Planning Commission so that such an 
evaluation could be m ade. In ihis connection, it is staled that ihe Ministry ol Railways 
has proposed a m eeting o f  the core sector M inistries in the I st week ol October 95 to 
assess the traffic p ro jections upto 2002 to enable the Railways to m ake out a 
perspective plan for suitably enhancing capacity. The initial wagon acquisition target 
of 12000 FW s for 95-96 under Rolling Stock Programme has now been enhanced to 
19000 FW s. In addition. 1985 FW s under OYWS have been ordered and a further 
demand for 3000 FW s under OYW S is expected during the year.

[M/o Rlys., O.M. No. 95/SCR/X/3/(W) dt. 9.10.95] 
R ecom m endation  ( P a r a  No. 117)

The Com mittee arc distressed to note that till May 1995 no wagon orders had 
been placed by the Railways. With the result, ihe entire wagon industry had been 
idling since 1st April. 1995 causing serious industrial relations problem. Keeping in 
view the present crisis o f wagon industry, the need for timely placement o f wagon 
orders through the Wagon India Ltd. cannot be overemphasised. The Committee 
hope that the M inistry o f Railways will finalise their wagon orders at the earliest so 
that ihe supply could m atch demand and the capacity of the wagon industry coutd be 
properly utilised in national interest.
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Mrpti nf flit* < nm cnt
h is .ulmiiuit ih.ti tu*sh m deis lor os.or, ..it ihe Industry were placcd on W.-tpon 

Rinltlmp I ^ints in lime. 9V through Wagon Imli.i Lid. I I--) anil through tender 
.liter i» w.is settled H oucu-r. .ill d v  wapon building umls can not be said lo have 
been u lhng  .is on I 4 •»* .is som e ol ihem  had tol.il ordcr.s to the tunc of 
V»0? < FW s outstanding lor delivery »l ‘»;.s F W s against rolling stock programme 
and 1 <>77 5 against Ow n Your W.igou Scheme).

As explained in reply to observation No. IOS & 114. orders for 95*96 have already 
been pljced lor 15700 FWs (including IftOO RVs on Railway Workshop) and another 
u rm  FWs arc under orders on industry—.nil nndcr RSP. In addition 1985 FWs have 
been oidered tinder OYWS. and .V*02.5 FWs were outstanding from die previous 
vcar All these put together are going to utilise fully Ihe wagon building capacity in 
the country.

(M/o Rlys.. O .M . N o . 9 5 /S C R /X /3 /(W ) dt. 9.10.951



C H A P T E R  IV

RECOM M ENDATIONS/OBSERVATIONS IN R E SP E C T O F W HICH REPLIES 
O F G O V E R N M E N T  HAVE N O T  BEEN ACCEPTED BY T H E COM M ITTEE

R e c o m m e n d a t i o n  ( P a r a  No. 101)

The C om m ittee note that a high level m eeting under the Chairm anship o f M ember 
Planning C om m ission w as convened in April 1989 in order to assess the requirement 
o f  w agons during Eighth Plan. It was indicated in that meeting that the requirement o f 
Eighth Plan w ould he around 1,50.000 Four W heelers (FW s) and accordingly the 
wagon builders w ere urged to gear up their production activities. But subsequently, 
the E ighth Plan requirem ent o f  w agons was reassessed jointly by the M inistry o f 
Railways and the P lanning C om m ission and finally keeping in view the growth o f the 
econom y, it w as decided  to procure 1.20.200 FW s. The Committee are concerned to 
note that the M inisiry  o f  R ailw ays, w ithout consulting the Planning Commission, took 
a decision to reduce  their E ighth Plan wagon requirem ents from 1.20.000 FWs to
81,000 FW s. T he C om m ittee highly  dcprccate the action of the Minisiry of Railways 
to dissociate them selves w ith the N ational Planning process in an arbitrary manner in 
such a  vital m anner.

R e p l y  o f  t h e  G o v e r n m e n t
The m eeting in April 1989 had been convened with the specific purpose of assessing 

the capacity  o f  the w agon m anufacturers to build the required number of wagons. But 
at no point w as any com m iim cnt g iven by the Railways'regarding the quantum of 
wagons that w ould be procured.

Wagon acquisition is need-based and related to the transport output and efficiency 
o f  utilisation. T h e  grow ih  in the transport output measured in terms of bNTKM s 
fell far short o f  the original projections in the first 3 years o f the VIII Plan. In
1994-95, against the original VIII Plan projection o f 273.73 bNTKM s. the actual 
achievem ent w as only  249 .35  bN TK M s. T he lead had been-projected at 720 Kms. 
for revenue earn ing  traffic, bu t the actual achievem ent was only 683 Kms. A realistic 
estim ate o f  transport output w as accordingly m ade taking into account ihe prevailing 
conditions at dial tim e. T he lead adopted for revenue earning traffic was 690 Kms. 
for 1996-97 against the original projection o f 750 Kms. This rcduced the projected 
transport output in the  term inal year to 287.9 bNTKM s from the original figure of 
306 bN TK M s. T his itself, at 1992-93 efficiency norms— accounted for a reduction 
o f  39,000 w agons. Taking into account the reduced transport output and in keeping 
w ith the policy decision  o f  accclcratcd condcm enation o f  convenuonal four-whccler 
wagons w hich, it was. decided w ould not be replaced, the projected requirement of 
w agons got reduced from  1.20.000 to 81 ,000 wagons.

T he decision to revise the reqirem ent o f  wagons was madb after careful study o f 
the transport outpu t and the efficiency factors.

W ith the industrial grow ih picking up in the last few months, it was indicated to 
the Ptanning C om m ission that if  the sam e trend persisted wagon requirements would
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tn* i c \  ic v  i“il The huovanv y m Uu* cc '** io iu \ w .is  k IIi t U iI i n  t h e  m e t c a s t  il Io .h Iih i’ on  
ihe Indian Railways in the 1'irM lour m onths of the curtcnl hn.itu ial year n ic  rarlicr 
ellicicncv nomis (i*r calculating wagon m }m ren»'nt w hiih  was 1750 N TKM s per 
want'll da\ lor tin* tetimnal year in th e  ongin.it VIII Plan p io jiv luu is w as r e l o  
1<>K5 NTKMs jv i w.npon dav in consonance wiih the actual efficiency grow th which 
was about 3 V"«- against 6*' assumed earlier.

On ihe basis of ihe review which look into account ihe factors m entioned above, 
the Railways increased their wagon procurement irom the earlier 12000 w agons to 
I «>0(V» wacons lor 1°^5*9(> Tins excludes about 5000 wagons which are expected to 
he privnred undet ‘O w n Your Wagon Schcmc Thus. in 1995-96 ihe total num ber 
of wagons likelv lo be prt*curcd would be about 24.0(H) wagons.

IM/o Rlys. O.M . No. 95/SCR/X /3(\V ) dt. 9.10.95]

C o n t in e n ts  o f  th e  C o m m i t t e e

(Please sec paragraph 6 ol Chapter 1 o f  the Report)

R e c o m m e n d a t io n  ( P a r a  N o . ]D2)

An important polic> decision taken in the April 1989 meeting convened by the 
Planning Commission had been that the Railways would place advance o idcr on 
firm basis for a period o f three years for 8 0 ^  o f ihe assessed requirem ent and the 
Planning Commission would ensure requisite funds for the purpose. H ow ever the 
Railways have been tollowmg the system of placing wagon orders on year-to-year 
basis jno th\>s creating a state ol uncertainty o f ihe wagon m anufacturing units. T he 
Committee express their anguish to note that such a policy decision as has a great 
bearing on ihe production planning ol wagon m anufacturers was not follow ed up 
either in letter or in spirit Almost all ihe wagon m anufacturing units have shown 
their diss3tislaction to the Railways present system ol placing orders lor w agons and 
they wanted three years advance orders to enable then) to m ake sufficient advancc 
planning depending upon the quantum o f  orders. T he C om m ittee, after going into 
the problems of ihe wagon Industry, strongly feel that the dem and of wagon units for 
two to three years advance placement ol orders for wagons by the Railways is justifiable 
and the justification given b> the Ministry of Railways for placing orders on year-to- 
year basis is not convencmg to the Committee. Alternatively, the Railways should 
atleast forecast ihctr requirement tor the next three years on a rolling basis. This 
would help the wagon industry to plan alternative load in good tim e to sustain their 
workforce and infrastructural lacihues in die event o f any reduction in the level of 
wagon orders. The Committee hope iliat the M inistry ol R ailw ays would give a 
serious thought to this aspect ol ihcir wagon procurem ent policy and take a suitable 
decision keeping in view’ their own interest as also dial of die industry and the Nation.

R ep ly  o f  th e  G o v e r n m e n t

Railways arc placing orders on year ti» year basis depending on the annual plan 
sanctioned and considering the transport output required Besides, (he produci-m ix
i.e. tlte type ol wagons to be acqmrcd in a year. * lunges irom yea/ to year Therelorc, 
placement ol wagon orders 3 years in .tdvam c would mil he a practical proposition.
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Further, funds for Railways arc sanctioned on the basis of annual budget and 
nm on 3 years basis and therefore, it is not possible to enter into advance commitments.

However, it is possible tc* place order lor .my financial year— about 3 months in 
advance—say for 96-97 by Dcccmbcr'95. The possibility of giving a tentative forecast 
for an additional year will be examined.

(M /o Rlys. O.M. No. 95/SCR/X/3/(W ) dL 9.10.95) 

F u r th e r  in fo rm ation  hy (io v c rn m rn t
Wagon orders were released through Wagon India Lid. on yearly basis till 92-93.
The Ministry o f Railways get allocation o f hinds on a yearly basis from the Planning 

Commission/Ministry of Financc. Hence. it is di fficult for the Railways to make financial 
commitments in advance by placing orders 2 or 3 year in advance.

(M /o Rlys D O. No. 95/SCR/X/3/(W) dt. 8.1.96|

Com rm nLs o f  the C om m ittee 
(Please see  paragraph 9 o f Chapter 1 of the Report) 

R ecom m endation  (P a ra  No. 108)
The Committee note that untim ely and insufficient wagon orders from the Railways 

have attributed to idling o f m anpow er and loss o f the productive capacity of the units. 
Besides, it has created liquidity problem s disrupting various operational plans o f the 
wagon building units in both public as well as private sectors. The plight of public 
sector units is indeed eye opening. Like the private sector units they cannot resort to 
methods like closure in the event o f non-availability of orders and therefore they 
have to pay idle w ages am ounting to about Rs. 70 crores in a year, which according 
to the various units, have resulted in irregularities in the payment o f wages and 
salaries and in turn caused the problem  o f industrial relations in the factories. The 
Committee, therefore, desire that the M inistry o f Railways should take remedial 
measures im m ediately to save the wagon industry at this critical juncture.

R eply  o f  the  G overnm ent
In 95-96. the wagon industry will have a work load o f 22987.5 Fourwheeler Units, 

consisting o f  3602.5 FW s spill over from 94-95 and 17400 FWs against Rolling Stock 
Programme plus 1985 FW s under OYES. O f these Public Sector Units have a share 
o f 10515 FW s. As explained earlier, wagon orders are not placed because capacity is 
available with the wagon m anufacturers, but the ordering has to be need based to 
enable optim um  utilisation o f  available funds.

[M/o Rlys. O.M . No. 95/SCR/X/3/(W) dt. 9.10.951
C om m ents o f the C om m ittee

(Please see  paragraph 18 of Chapter 1 o f the Report) 
R ecom m endation  (P a ra  No. 109)

Tlie Com mittee note that sincc 1974 the Railways had been procuring wagons 
through Wagon India Ltd. which w as set up us a service organisation after a Cabinet 
decision O ne o f the mam objectives o f  this organisation has been to equitably
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distribute ihc annual wagon orders amongst the wagon building units in public as 
well as private sector so as to keep them going and also to centrally  negotiate Ihc 
wagon pnccs with the Ministry of Railways. Till 1993*94 the R ailw ays procured the 
wagons from il>c wagon industry through Wagon India Ltd., hut from 1994-95 ihcy 
have taken recourse to a ‘open tender' system for m eeting a sr/cab le  part o f their 
annual rcquirenicm of wagons. The Com mittee arc unhappy to note that the decision 
to go in for open lender for wagon procurement was taken in the M inistry o f  Railways 
in haste on the hunch of the M inister and without any study and consultation with 
the agenctcs conccmcd viz.. Wagon India Ltd.. Planning C om m ission. M inistry of 
Industry and the Wagon Industry.

Reply o f  th e  G overnm en t
In line with the philosophy ol economic liberalisation and need to foster competition 

so as to bring economies in purchases, tender for 10% o f  the requirem ent o f  1994-95 
was floated. Rates lower than the Railways' computed costs based on contracts released 
through Wagon India Ltd. were received which resulted in savings o f approxim ately 
Rs 3 crorcs for the entire tender quantity. Therefore, it was decided  to enhance 
procurement through tender to 50% in 1995-96. Lower rates have been received against 
1995*96 lender also resulting in savings o f  approxim ately Rs. 11.0 crorcs vis-a-vis 
computed prices. Therefore tender system has proved advantageous to Railways and 
also it enables interaction of market forces. O nly  through the system  o f  tender, the 
Railways can expect generation o f com petition am ongst wagon builders inspiring 
wagon builders lo cut down wastages and reduce costs w hich is  the aim  o f the policy 
of economic liberalisation.

As lar as mode of procurement is concerned, the M inistry of Railways is competent 
to dccidc and the question o f consultation w ith other M inistries/ agcncies docs not 
an sc.

The Cabinet decisions taken in 1974 was for creation o f  an organisation viz., 
Wagon India Ltd to facilitate a single point for negotiations w ith the R ailw ays in the 
face of low level o f orders. The current procurem ent level is higher. The Cabinet 
decision did not prevent the R ailw ays from  follow ing an appropria te  m ode of 
procurement.

[M/o Rlys., O.M . N O . 95/SCR/X /3/(W ) dt. 9.10.95]

C om m ents o f  th e  C om m ittee
(Please see paragraph 18 o f Chapter I o f  the Report)

R ecom m endation (P a ra  No. 110)
A scrutiny o f the record submitted by the M inistry o f Railways reveals that the 

proposal o f  procurement o f wagons through the tender procedure which originated at 
the level ot the Minister of Railways was examined by the Stores D epartm ent of 
Railways which did not favour any change in the existing procedure o f  procurem ent 
of wagons through Wagon India Ltd. However. Adviser(Finance) Railway Board 
advised that the open tender system should be introduced on experim ental basis. 
Ultimately, the M inistry of Railways dccided to float tenders for purchase o f wagons
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for 10* o f Ihc total required quantity during 1994-95. Though further increase in 
wagon procurement through tender was subject to proper study o f  hidden costs which 
the Railw£,ys have lo incur in procorcm cnt/handling/ storage/transportation etc., of 
steel and other free supply items, the M inistry of Railways have decided to procure 
50% of required number of wagons through tender during 1995-96 without any 
cost study. The Com m ittee arc o f  the firm opinion that any major change in the 
proccdurcof wagon procurement should he effected only after a fresh Cabinet approval, 
for the existing procedure o f procuring wagons through Wagon India Ltd., has been 
in practice sincc 1974 on the basis o f  Cabinet decision.

R eply o f  th e  G overnm ent
With regard to the opinion that any changc in the procedure o f  wagon procurement 

should be effected only after a fresh Cabinet approval for the existing procedure o f 
procuring wagons through Wagon India Ltd.. had been in practicc since 1974. on 
the basis of Cabinet decision, the position is clarified as follows.

Wagon India Ltd., (W IL) w as formed in O ctober 1974 in pursuance of the Cabinet 
decision on the N ote for Cabinet subm itted by the then Ministry o f Heavy Industry.

WIL is a joint sector undertaking under the M inistry o f Industry with 25% share 
of the capital from the M inistry o f  Industry and balance 75% from the wagon builders. 
WIL has since its inception been negotiating with Railway 8oard for fixation of 
prices as per its objectives specified in the N ote for Cabinet. W IL also takes up other 
issues which have bearing on production o f wagons.

Presently 11 established w agon building units (6 in public sector and 5 in private 
sector) arc members o f  WTL. New units can seek membership o f WTL. Recently, 
WIL has also decided to induct one m ore i.e. M /s Southern Structural* Ltd. (SSL)/ 
Madras—a Tamil Nadu G overnm ent undertaking—as its member.

WIL was formed with the limited objective o f interaction with the Railway Ministry 
on behalf o f its constituent units. T he role conceived for W IL as per M inistry of 
Industry's note for the  Cabinet was essentially as under

(i) to assist the  constituen t un its in w orking out a  coordinated  production 
programme in the context o f  under utilisation o f  capacity o f various units and 
increasing dem and for wagons in the Ftve Year Plan.

(ii) to negotiate prices centrally w ith Railways. It will be  seen that the purpose of 
setting up o f W IL w as m ainly to help its constituent units. Neither the M inistry 
of Industry's N ote  for the Cabinet, nor the Cabinet's decision thereon placed 
any restriction on M inistry o f  Railways in calling com petitive tenders and 
placing orders on Ihe basis o f such tenders on any wagon building unit even 
outside W IL. However, in case negotiations were to be held by the Railways. 
Ministry, constituent units would be represented by Wagon India during such 
negotiations. T hus, calling o f com petitive tenders for procurem ent o f wagons 
in no way violates the Policy decision o f the Cabinet.

In the circumstances, it will be seen that no fresh approval o f  the Cabinet would 
be required even if  the R ailw ays call for com petitive tenders for placement o f orders 
on the basis o f  such tenders.

[M /o Riys. OM  No. 95/SCR/X/3(W ) dt. 9.10.95]
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21 In response to  n clarification * Might by Itic Com m ittee in regard in fo rm in g  
ol W IL. the M inistry of Railways state*'.—

"W hile coptcs of the M inistry 01 Industry's note for C abinet and the Cabinet 
decision on sctttng tip Wagon Im’if Ltd. in 1974 would be available with tb<* 
M inistry of Industry. Ihc scopc of Wagon India Ltd. as known to ihc Ministry of 
R m luays has already been indicated in ihc above reply *'

[M/o Rlys. DO No. 95/SCR/X/3(W ) dt. 8. 1 .9̂

22 W hen the M inistry of Industry was asked to supply a copy o f  their note and 
the Cabinet decision regarding form ation of W agon India L im ited  in 1974. the 
M inistry mtormcd: “the note for the Cabinet as well as the Cabinet decision arc 
secret and privileged documents. In view of this, it m ay nol be possible to furnish the 
copics ol the same as desired."

IM/o Industry (Dcptt. o f Heavy Industry. DO No. 14(1 )/96*P.E. lit dt. 6.2.96)

C om m ent* o f the  C om m ittee  
(Please .ter Paragraph 23 of Chapter I o f the Report)

R ecom m endation  (P a ra  No. I l l )

An important consideration for introducing the tender system  by the M inistry of 
Railways has been to procurc the wagons at lower prices. It is incom prehensible to 
the Com mittee as to how the M inistry of Railways thought o f getting wagons at 
lower priccs particularly when their own representative is alw ays nominated in the 
Pricing Committee. M oreover, if there was any substance that the priccs were high, 
the Ministry o l Railways should have called a m eeting o f all the constituent units of 
Wagon India Ltd The Com mittee find that such an obvious course was not followed 
and the tendering system has benefited only one particular firm to the detriment o f 
enure industry, comprising both public sector and private sector units.

Reply o f the  G overnm en t

In justification of introduction of tender process, it is stated that in the new 
env ironm ent o f a liberalised  industrial po licy  and em p h asis  on perform ance 
improvem ent of Public Enterprises, competition has to be encouraged so as to provide 
further market discipline for the Public scctor It is in (his background that efforts 
w ere m ade by the M inistry of Railways to achieve greater com petitiveness and 
econom ies flowing therefrom.

In the earlier m ethod of ordering, the potential and prices o f  wagon building units 
outside Wagon India Ltd. were not being explored. Further, there was no element of 
com petition as the pnccs wore built up priccs. In-view o f ihis. (here was haidly any 
point in calling for a meeting of (he wagon builders as the potential and prices of 
wagon building units outside Wagon India Ltd. could not have been explored in such 
a m eeting, and even after such a meeting, the prices would remain built up priccs. 
Com puted prices can not be a substitute lor com pcuuve priccs as the foruiei do not 
carry incentive for econom y and efficiency flic economic liberalisation is in fact 
bisftd on Ous principle.
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Furthermore, procurem ent o f wapons ihrnueh open com petitive bidding manifests 
greater transparency m dealings which is an essential requirement of the present 
government outlook and is very relevant when this country is looking up to ihc 
Global Market.

ft is not correct to state th;«t only one firm benefited as a result o f  lender system 
and the Public Scctnr Undertakings and Private Sector suffered. In ihc tender finalised 
in 1994-95 for a sm all quantity o f 1800 FW s a share as high as 1440 FWs went to 
the lowest tenderer due to refus.il of W IL tn accepi >hc order Railway made a saving 
o f Rs. 3.0 crorcs. In 95*96. out o f the 7185 FW s ordered through tender in the first 
instance. 5295 FW s wenl to Public Sector Undertakings which is 71 7% of the quantity 
ordered through tender.

[M/o Rlys. O.M. No. 9S ttC R /X n/*W j dt. 9.I0.95J 

C o m m en ts  o f  the  C om m ittee 

(Please see  Paragraph 18 o f  Chapter I o f the Report) 

R ecom m endation  (P a ra  No. 112)

The Com m ittee find that the M inistry o f Railways h jd  set up in December 1994 
a Pricing Com m itlcc headed by CA (Costs) M inistry o f Finance and having members 
from the Railway Board, Wagon India Ltd. and the M inistry o f Industry to go into 
the priccs o f wagons. This high powered Com mittee is yet to submit its report. The 
Committee are surprised to  learn that on the one hand the Railways arc fully committed 
to the policy o f  adm inistered prices, on the other they have unilaterally reverted to 
the practice o f tendering on the ground o f making the wagon pnccs competitive. 
They are distressed to note such a duality in the Railways' policy towards wagon 
prices.

R eply  o f  th e  G overnm ent

The report o f  the Pricing Com mittee set up in December. 1994 is awaited. However, 
as regards the contention that the Railways are fully Committed to the policy of 
administered priccs. reference is invited to reply given against Para No. 109, wherein 
the need to obtain com petitive prices instead o f depending upon computed priccs for 
effecting econom y in purchases has been highlighted, tn any case since 50% o f the 
requirement o f wagons is still being ordered through WIL outside the tender the 
prices for this quantity have to be fixed for which there was no option but to set up 
the Pricing Com m ittee. However, the intention is to gradually switch over to a  system 
o f tendering for the full requirement in due course o f Ume. The Data that will be 
generated by the Pricing Com m ittee w-ill help in a more accurate analysis o f even the 
leoder priccs and assessing their reasonableness.

Hence the statem ent that there is a duality »n the Railways* policy in this matter 
towards wagon priccs dues not reflect the true picture. T he Railways policy in this 
matter can be termed pragmatic, keeping in view the em phasis on liberalisation and 
opening up o f the econom y in the recent years.

{M/o Rlys. O.M . No. 95/SCR/X/3/(W ) dl. 9.10.95)
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C om m ents o f  III* C om m ittee 
(Please see  Paragraph 18 of Chapter I of the Report) 

R ecom m endation  (P a ra  No. 118)
The Com m iuec find that the wagon industry in the country do not have much 

prospccis of diversification due to lack ol availability of substantial amount of capital. 
The possibility of selling the wagons abroad is also very bleak due to stiff competition 
in the global market. Particularly in the present situation when inadequacy of indigenous 
wagon orders has crippled the economic health o f  the entire wagon industry, the units 
cannot be asked to go 'm  for diversification or export unless the Government comes 
forw ard to financially  assist them . To save th is labour-in tensive industry, the 
Com m ittee desire that thorough review of the working o f wagon industry should be 
conducted jointly  by the M inistry o f Railways. M inistry  of Industry, Planning 
Com m ission. M inistry o f Financc and the Wagon India Ltd. with due participation 
of the representatives o f the industry. If the present problems o f the wagon industry 
arc left unattended at the present juncture, several units will permanently closedown 
and ihc future o f thousands of w orkers engaged in the industry is bound to be 
jeopardised and the national interest will suffer greatly.

Reply o f  the  G overnm en t
In the past, som e o f  the wagon building units had some orders for export of 

wagons. The potential no doubt is there though there is need for activating marketing 
efforts on the pan  o f  onits in the Industry.

For 95-96 the Rolling Slock Program me provision has already been enhanced to 
19000 FW s and additional loan through OYW S is available. As already stated wagon 
procurem ent has to be need based and cannot be  governed by the capacities available. 
In this background, it is fell that no purpose will be served by a study of the Wagon 
Industry by a joint Inter-M inisterial study group. Wagon India is already acting as 
an interface— effectively to discuss with M inistry o f  Railways all problems of the 
W agon Industry.

IM/o Rlys. O.M . No. 95/SCR/X/3/(W) dt. 9.10.95} 
C om m ents o f  the  C om m ittee 

(Please see Paragraph 26 o f Chapter I o f the Report)



RECOM M ENDATIONS/OBSERVATIONS IN  RESPECT O F W HICH FINAL 
REPLIES O F  T H E  G O V E R N M E N T  ARE STILL AWAITED

C H A P T K R  V

- N IL  •

N ew Delhi; SOMNATH CHATTERJEE.
March. 1996 Chairman.
Phatguna, I 9 i 7  (S a ka ) S tand ing  C om m ittee on Railways.
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A PI‘K N D IX -1

MINUTES OF THE TW ENTY-FIRST SITTING O F  T H E STANDING 
COMMITTEE ON RAILWAYS (1995-96)

The Committee sal on Monday the 1 lih  March. 1996 from 1500 hrs. lo 1600 hrs. 
in Committee Room No. ''B '. Parliament House Annexe. New Delhi.

PRESENT 
Shri Somnaih Chauerjee —  Chairman

MKMBFRS
Lok Sabha

2. Shri H.nilal Nanji Patel
3. Smt. Santosh Chowdhary
4. Km. Fnda Topno
5. Smt. Shcela Gautam
6. Shn Anand Ahtrwar
7. Shn Basudeb Acharia
8. Shri Moreshwar Save

Rajya Sabha
9. Shri Rahasbihari Bank

10. Shri Mohinder Singh Kalyan
11. Smt. Sarala Maheshwari
12. Shn Radhakishan Malaviya
13. Shn Sarada Mohanty
14. Shn Satish Pradhan

S ecretariat

1. Smt. Roli Srivastava —  Joint Secretary
2. Shri T. R. Sharma —  Deputy Secretary
3. Shri R. C. Gupta —  Under Secretary

2. Ai the oulset Chairman. Standing Committee on Railways expressed his grateful 
thanks to the Members of the Committee for the excellent cooperation given by them  
in conducting the business o f the Committee during the year. T he Com m ittee also 
wished to place on record their appreciation for the hard and good w ork done by the 
Officers and StafT dealing with the Committee.

3. The Committee con&idcred and adopted the Draft 2 ls t  Report on action taken 
hy Government on recommendations and observations contained in the 16th Report 
of Standing Committee on Railways on “Requirement. Procurement and Utilisation 
of Wagons by Indian Railways' with modification/amendments as shown in Annexure. 
They also desired that paragraph 110 o f the Report also be suitably com m ented 
upon.
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4 The Committee authorised the C hairm an to  finalise the Report after m aking 
verbal or conseqoeiiiial changes. if any, arising out ot tactual verification by the M inistry 
of Railways and to  present ihc Report to Parliam ent.

The Committee then adjourned.
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M O D IF IC A T IO N S /A M E N D M E N T S  M A D E  B Y  T H E  S T A N D IN G  C O M M IT T E E  O N  
RA ILW A Y S A T T H E IR  S IT T IN G  H E L D O N  I1T H  M A R C H . 1996

P a p e . P a ra . L in e  A m e n d m e n ts /M o d if ic a t io n s
No._____ No. ____________

D e le te  110
Add 110 after para  109
S u b s titu te  th e  fo l lo w in g  p a ra g ra p h  fo r  th e  e x is t in g  sub* 
p a ra g ra p h :

b o tlo m  T h e  C o m m itte e  a rc  u n a b le  to  u n d e rs ta n d  w h y  th is d e c is io n  
o f  no t re p la c in g  th e  c o n d e m n e d  w a g o n s  w a s  ta k e n  w h ic h  
a ffe c ts  th e  s a fe ty  r e q u ire m e n ts  a p a rt fro m  c r ip p l in g  ih e  
e n tire  w a g o n  In d u s try . T h e  C o m m itte e  d e s ire  to  k n o w  th e  
c o m p e ll in g  re a s o n s  fo r  d o in g  so  e v e n  w ith o u t c o n su ltin g  
P la n n in g  C o m m is s io n  an d  o th e rs  c o n c e rn e d . U n le ss  
th e  C o m m itte e  la k e  a  d if fe re n t  v iew , th e  re c o m m e n d a tio n  
m a d e  in  p a ra  101 o f  th e i r  o r ig in a l  R e p o r t  s h o u ld  b e  
im p le m e n te d .
A d d  th e  fo llo w in g  b e fo re  fo re c a s t “ im p le m e n t th e ir  
d e c is io n  ta k e n  a t  th e  m e e tin g  h e ld  in  A p ril  1989” .
A d d  a fte r  s u s ta in  th e m : “ F o r  th e  s a id  p u rp o s e  R a ilw ay , 
sh o u ld  p re p a re  a  p e rsp e c tiv e  p lan  fo rw a g o n s ’ req u ire m e n t. 
A d d  th e  fo llo w in g  a fte r  sy s te m : “ an d  fu rth e r  n o cx p la n a lio n  
h a s  b e e n  g iv e n  fo r th e  c h a n g c  o f  th c p ro c e d u rc .
A d d  th e  fo llo w in g  a f te r  in d u s try : ’’a n d  lo o k in g  to its  sp ec ia l 
p ro b le m s ’.

1 0 9 3

1 0 9 2 0

19 1 8 13

1 9 18 14
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A P P E N D IX  II

2<S.1

A N A L Y SIS O F  A C T IO N  T A K E N  BY GOVERNMENT ON T H E  
R E C O M M E N D A T IO N S/O B S E R V A T IO N S CONTAINED IN THE S I X T E E N T H  

R E PO R T  O F  T H E  S T A N D IN G  C O M M IT T E E  ON RAILWAYS ( 1 9 9 5 - 9 6 )
(T E N T H  L O K  SA BH A )

% <)F  T O T A L
(i) T otal N o . o f  rec o m m e n d a tio n s  23

(ii) R c co m m cn d a tio n s/O h sc rv a tio n s  that have been acccpicd
by  the G o v e rn m en t (V ide R cc. N os. 96.97. 98. 99, 114 & 6
115

(iii) R eco m m en d a tio n s/O b serv a tio n s  w hich  the Committee do 
not d esire  lo pu rsue  in v iew  o f  th e  Government replies
(V ide R cc. N os. 100. 103, 104, 105. 106. 107, 113. 116 I ^
<& 117) 9

(iv) R eco m m en d a lio n s/O b scrv a lio n s in respcct of which 
the G o v e rn m en t’s rep lie s  h a v e  not been acccpied by
the C o m m ittee  (v id e  R ec. N os. 101. 102. 108, 109, HO. ^ 3 ‘4 *
111, 112 & 118)

(iv) R eco m m en d a tio n s/O b serv a tio n s in respect o f which l«nal 
rep lies o f  the G o v e rn m en t a rc  still aw aited.


