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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised by 
the Committee do present on their behalf this Two Hundred and Twenty- 
Fifth Report of the Public Accounts Committee (Fifth Lok Sabha) on 
paragraph 9 relating to Diesel Locomotive Works, Varanasi included in the 
Report of the Comptroller & Auditor General of India for the year 
1972-73-Union Government (Railways). 

2. The Report of the Comptroller & Auditor General of India for the 
year 1972-73-Union Government (Railways) was laid on the Table 
on the 15th March, 1974. The Committee (1974-75) examined the 
paragraph on the 13th January, 1975. Written information in regard to 
the paragraph was also obtained from the Ministry of Railways (Railway 
Board). 

3. The Committee (1976-77) considered and fhalised this Report at 
their sitting held on the 2nd August, 1976. Minutes of the sittings of 
the Committee form Part 11* of the Report. 

4. A statement showing the main conclusions/recomrnendations of the 
Committee is appended to the Report (Appendix V). For facility of 
reference these lhave been printed in thick type in the body of the Report. 

5. The Committee place on record their appreciation of the com- 
mendable work done by the Chadrman and Members of the PAC. of 
1974-75 in taking evidence and obtaining information for the Report. 

6. The Committee place on record their appreciation of the assistance 
rendered to them in the examination of the paragraph by the Comptroller 
and Auditor General of India. 

7. The Conunittee would also like to express their thanks to the Chair- 
man and officen of the Radwzty Board for the cooperation extended by 
them in giving Motmation to the Committee. 

Aww 2, 1976. - -..--- 
Sravana 11, 1898 (S). 

c-, 
Public Accounts Committee. 



C m R  i 
INTRODUCTORY 

Audit Paragraph 
1.1. In August 1961 Government decided to establish the Diesel 

Locomotive Works at Varanasi for indigenous production of diesel loco- 
motives. Urgency ceMcate sanationing expenditure of Rs. 13.70 crores 

ffor the project was issued in December 1961. The abstract estimate for 
the proje~t, with an outlay of Rs. 19.57 crores approximately, was sanc- 
tioned in February 1963. Initially, it was planned to produce 150 broad 
gauge diesel locomotives or equivalent a year with fully established incen- 
tive working. 

1.2. The main consideration in establishment of indigenous capaciry 
.for production of diesel locomotives was that the increasing tempo and 
pattern of traffic made it hecessary to replace or re-inforce steam traction 
by either electric or diesel traction. Taking into account the capital ex- 
penditure involved in establishment of electric traction system, the tima 
factor and availability of power, it was considered that the balance of 
advantage would lie in going for dieselisation to a large extent. 

Collaboration Agreement 
1.3. The Diesel Locomotive Works had entered into four separate 

agreements with ALCO Products Incorporated and its subsidiaries for tech- 
llical association and allied services. These were:- 

(1) Technical association for manufacture of diesel locomotives 
with ALCO Products Incorporated. 

(2) Technical association for manufacture of diesel engines-witb 
ALCO Products Incorporated. 

(3) Supply of technical personnel for manufame of diesel l o c ~  
motiveslengines-with Transworld Manufacturing Senices Iit- 
corporated. 

(4) Purchase and inspection of material and equipment for manu- 
facture of diesel locomotivesjengines to be obtained from 
U.S.A.-witlh Overseas Diesel Corporation. 

1.4. These agreements came into force on 12th February 1962 and 
were valid for ten years with an option for extension. However, on ALCO 
being purchased by Montreal Locomotive Works (Yocomotive portion) 
and ALCO White (engine portion), the first two agmments were re- 
entered into by Diesel Locomotive Works with Montreal Locomotive 



Works and ALCO White from 4th September 1971. The agreement w i ~  
Overseas Diesel Corporation was also modified to the extent that both 
Montreal Locomotive Works and ALCO White were made parties to the 
agreement. On expiry of the original period of the agreement, fresh 
agreements were entered into with Montreal Locomotive Works, ALCO 
White and Overseas Diesel Corporation for five years from 12th February 
1972. 

1.5. The fresh technical association agreements provide for payment 
of annual fees of $1000 (Canadian dollars in the case of Montreal Loco- 
motive Works and US. dollars in the case of ALCO-White) to the corn 
tracting parties with a provis~ion that payment for additional suppliesjser- 
vices etc,, would be n~utually determined. 

1.6. The choice of a collaborator for manufacture of diesel locomo- 
tive was limited to U.S.A. as funds for payment of technical fees and 
royalties in foreign exchange were available only from U.S.A., i.e., lorn 
from the Development Loan Fund (later known as AID) and loans from 
the U.S. Export Import Bank. There were three leading diesel locomotive 
manufacturers in U.S.A.-(a) General Electric, (b) General Motors and 
(c) ALCO. Tenders were not invited but discussions were held in U S A .  
in 1961 with the parties by the Chairman and the Financial Commissioner 
of the Railway Board. While the product of General Electric was not 
considered technically suitable, General Motors did not evince sufficient 
interest and finally the collaboration agreement was entered into with ALCO 
in 1962. 

[Sub-paragraphs 9.1 to 9.6 of Paragraph 9 of the Report of C.&A.G. 
for the year 1972-73 on Rai1ways.J 

1.7. The Committee desired to know whether approval, at the highest 
level, was obtained before the collaboration agreement with ths American 
firm was finalised by the Chairman and the Financial Commissioner of the 
Railway Board. In a note dated 17th August, 1976, the Railway Board 
h v e  stated: 

"The agreement was halised in consultation with the Ministry of 
Finance (Revenue) as we11 as Department of Economic Affairs, 
the Development Wing of the Ministry of Commerce and In- 
dustry and its associated Finance and Ministry of Law. The 
broad terms of the agreement were approved by the Minister 
for Railways, the Finance Minister and the Minister for Com- 
merce (Industry)." 

' 1.7A. The Cornwittee desired to know what was the scope of new 



agrecments'cntered into in February, 1972. In a note, the ~ i & w a ~  Board 
have exiplained : 

"Two technical Association Agreements valid for five years from 
12-2-1 972 were entered into with- 

I. White Industrial Power Iw., USA-for Diesel Engines, and 
11. MLWlCanada-for Locomotives. 

Broadly, those two agreements cover the following: 
I. For current series of engines (251B and 251D, and locomo- 

tive models (DL 56042 and DL 535A) covering technical 
consultancy services and advice regarding engineering changes 
for product improvements etc. free of cost, 

11. For o,ther types of Engines and Locomotives developed by 
White Industrial Power Inc. and MLW, technical assistance 
will be available on mutually agreed terms and conditions, 
for loco purposes and other diversified appplications. 

For these services under the Technical Association Agreements, 
DLW are required to pay an a ~ u a l  fee of $1000 only to Mas. 
White Industrial Power Inc. and $1000 to MLW." 

1.8. The Committee asked whether the Diesel Locomotives Works was 
still bound to produce locomotiv,~s of the original design evolved in 1962 
or was it free to incorporate improvenlents. The Committee also asked 
whether any design modifications had been carnied out to improve the 
performance of the diesel locomotives, in the context of the recent steep 
increase in the prices of petroleum crude. In a note, the Railway Board 
have stated: 

"DLW is free to incorporate improvements and manufacture any 
other type of locomotive desired. For example DLW have, 

in consultation with RDSO developed the design of heavy duty 
hi& horse power diesel eleutric  hunting locomotive (termed 

WDSo) of which the prototype has been manufactured an$ 
is under trials. 

Product and design modifications/improvements is a continuous 
feature at DLW, and in collaboration with the RDSO large 
number of improvements have been eflleoted in the design of 
the locomotives firom time to time particularly to suit indi- 
genous manufacturing capabilities and improving performanas. 

No modifications have however been specifically made to improve 
pdormance in the context of the rtcen~t steep increase ia $he 
price of petroleum products. However, the s@c fuel 



A few rap~~~entat ive  examples d design improvo~n;ts made are 
indicated below: 

L Improvements in the design of- 
(a) Injection Nozzles and Pumps for the Fuel system. 
(b) Fuel supply system. 

(c) Ak supply @stern. 
(d) Fuel Oil and lubricating oil filters, ac .  etc. 
(e) Modificationldesign improvements in the Under-frames." 

1.9. During evidence before the Committee, the Member Mechanical 
stated : 

'.'The agreements do not prevent us from making any improvement 
in designs, and from time to time we have h e n  making im- 
provements. They are not of a major nature, but there have 
been improvements. In any case there is no restriction from 
the contractual point of view to make any alteration in 
designs ." 

1.10. In the same context, the Chairman, Railway Board stated: 
"When we refer to change in engine design, it means change for 

higher horse power. We had selected 2600 and 1350 for 
Broad and Meter gauge and these are the engines that we are 

building. At the moment our effort has been to use this 
design, develop it, and indigenous the manufacture of this 
engine to the maximum extent possible. If you go on changing 
the &sign frequently, indwry cannot respond in the same 
way. Even today we havk not been able to dkvelop fully 
the cylinder liners. Whatever designs have bmn changed, it 
(has been marginal. There is no change of the horse power of 
the engine. There is no radical change." 

1.1 1. In reply to a question whather any suggestions from the indust@ 
about the changes in designs, etc. were received, the Member Mechanical 
stated: 1 

"Industry bas not come to a stage where they can ofIw us useful 
suggestions as +ey are very much dependent on us." 

The Chairman, Railway Board, added: "For developing certain items 
we haye to give then lot of help and assistance." - 



1.12. The Committee asked whether there was no wpe for aoy m+ 
6catim/impnweanea in the &si$n Of the hcmmtives with a v+$ to 
acommising on the use of died or whether iio i@e.c& &ation &"de been 
pivan to this particular aspect. In a note, the Railway Board have stai&d; 

"The specific fuel coosumption of the type of diesel engines manu- 
factured at DLW is lower than that of the type of engines 
manufactured by other engine builders. There may be sopc 
tbr further improvement in this regard but as this is a major 

development work, it can be carried out only with the a d  of 
strong Research and Development team backed by a properly 
equipped diesel engine testing laboratory. Product b i g o  
improvement is a continuous process which has to be under- 
taken on the existing design in case further reliability and - 
nomy in operation are to be secured under a l l  ibhe varying 
conditions of working. Development activity is a slow pr+ 

cess. A feasibilitry report regarding setting up of diesel engine 
defign development facilities in RDSO had been prepared but 
in view of the difficult ways and means position coupled with 
the projected cut back in diesel manufacture the project was 
not taken up." 

1.13. The main motivation for establishing, indigenous a p W y  for 
production of diesel locomotives at DLW, Varanasi, was that the inamwing 
tempo md pattern of traffic made it imperative to replace and/or re-inforce 
steam traction by electric or diesel traction. At that time, taking into 
account !he capital expenditure iuvolved in the setting up of aa elect& 
traction system, the time factor in construction and the availability of 
power, the balance oE advantage was found to lie in going in fur large- 
scale die,wlisation. However, in the contegt of the recent steep iacreases in 
prices of petroleum crude and the wn-materialhatinn of llre traffic taq&& 
visualised earlier, rethinking on the tmction system and a reas- 04 
the requirement of diesel locomotives has been urgently called for. In fact, 
as wiU Lw seen later in this report, a process of &ersificlltion has already 
been started at DLW with a view to u-hg the capacity rendered spare 
because of the scaling down of tbe Eargets of diesel locomotives production. 

Committee wish that this diversification s h d d  not be attempted as a 
somewhat desperate ad hoc measnres, but sbould form an integral part of a 
well-thoog#-out perspective plan for the atilisatirm of the infra-stnrhue 
already created, The Committee would like to be apprised of the a d h  
taken in this behalf. 

1.14. The Committee observe that the choice of n callaborntor for tbe 
manofacture of diesel locomotivee was lirdted to the U.S.A. as funds for 
payment of technical fees and royalties in foreign exchange were reported 



to have been available only from lhe U.S.A. i,a loan from (he Developm 
matt b a n  F b d  (later known as AID) and the loans from the U.S. Export 
Import Bank. The choice was further restricted as no tenders were invited 
from the then available establish@ manufacturers of diesel locomotives and 
pe collaborator was selected on the basii of cliscussion held in USA in 
U61 with American prth by the Cbairmm and the Financial Commis- 
sioner of the R a h a y  Board. This appears to be an unusual and unbusi- 
ness like practice which, in the absence of special justi6cation which has not 
beea forthcoming, the Committee cannot but deprecate, even though final 
decision in the ma& appears to bave been taken at the highest level. 
Cwiously, when the collaboration agreements were renewed after 10 years, 
the same pdks viz. Montreal Locomotives Works, Alco White and Over- 
seas Diesel Corporation, were again, almost automatically. selected. The 
Committee would like to know if better terms could not be had &om else- 
where, sad an elucidation: of the entire position. 

1.15. It appears to the Committee that no design modifications have 
been specifically made for better performance hy the dicsel locomotives 
produced at DLW in the context of the recent steep increase in the price ot 
petroleum products. At the same time it is learnt that there is scope for 
fortber improvement in this regard but a major development task of this sort 
can be carried out only with the aid of a strong Research and Development 
team backed by a properly equipped diesel engine testing laboratory, which 
the Railways lack. The Committee would have tbotrgbt that during the last 
15 g e m  or so of its existence the DLW bad developed s~fficient expertise 
to undertake vital R&D activities. After all, the DLW cannot afford to 
look for all h e  to come towards their foreign collaborators for technical 
~er&es and advice. Tbe Committee feel that the difficult ways and means 
position of oar Railways should not come in the way of developing a strong 
research and develoument tcarn. 



CAPITAL STRUCTURE 
Audit Paragraph 

2.1. The abstract estimate sanctioned in 1963 for Rs. 19,57,33,000 
underwent two revisions; first in 1968 and subsequently in 1969. Both 
the revisions merely modified the relative provisions for the Civil Engi- 
neering, Mechanical and Electrical departments and did not affect the 
overa:l cost of the project. Details are given below: 

Provision Provision Provision Exper.diture 
in abstr2ct in first in second upto March 

Departmpnt estimate revis( d revised I972 
(1963) estimate estimate 

(May (May 
1968) 1969) 

In addition to the project estimate for production of broad gauge loco- 
motives. Rs. 1.318 crores were sanctioned between 1968-69 and 1970-71 
?or facilities for production of metre gauge locomotives, spares for diesel 
iocomotives, plates and sheets etc. 

2.2. A statement showing capital at charge is in Appendix I. 'I'he pro- 
ject estimate has not yet been closed (January 1974). 

[Sub-paragraph 9.7 and 9.8 of paragraph 9 of the Report of C&AG 
for the year 1972-73 on Railways] 

2.3. The Committee desired to know why the project estimate of the 
Diesel Locomotive Works sanctioned in 1963 had not been closed even 

now. The Member Mechanical expIained during evidence: 

"AU the work has been completed long ago. Only on account of 
one or rather two items, this estimate has been kept open and 
that is to the total value of Rs. 50 1al:hs." 



2.4. Subsequently ia a note dated 3rd March, 1975 furnished to tbe 
Committee, the Railway Board have clarififfl: 

"The DLW Project Abstract Estimate has been closed notionally 
with effect from 31-3-1974. No fresh liability is being autho- 
rised against this Project Estimate since then. k t  present,. 
only that expenditure is being incurred, liability for which was 
admitted as chargeable to the Project Estimate before 
31-3-1974. Out of a total 484 sub-detailed Estimates, con- 
stituting the Project Abstract Estimate, 47 1 have been closed. 
As of January, 1975, 13* sub-detailed estimates are yet to be 
closed. The closure of these estimates is being given most 
urgent attention. Some of these estimates are awaiting closure 
for the following reasons:- 

(a) A number of Court Cases arising out of compensation pay- 
able to parties due to acquisition of land for DLW, are 
pending before the Hon'ble Courts. As soon as these Court 
cases are finalised and the judgement of the Hon'ble Courts 
implemented, the relevant estima!e pertaining thereto would: 
be closed. 

(b) Some of the es!imates are awaiting closure pending receipt 
of machine/material, purchase orders for which have already 
been placed on the suppliers but the delivery against which 
has not been completed." 

2.5. During evidence the Committee drew attention to- the fact that the 
origind estimate sanctioned in 1963 was formulated on the basis of prices 
of 1962 and this estimate had not undergone any change in the subsequent 
revisions made in 1968 and 1969 despite pheaomchal rise in the prices 
vis-a-vis the price structure of 1962. In this connection, the Chairman, 
Railway Board stated: 

"If you look at the different items, you will find that between 1963 
and the year 1966 the bulk of the civil en;ineedng works were 
completed. It was cut down to 7.85 because most of tbe civil 
engineering works were completed in the year 1966. Varia- 
tions occurred mostIy in the mechanical and electric J side. 
The electrical side also was practicqlly completed by tben; but 
on tbe mechanical side there is plant and equipqent where 
the variations occurred, and that is tlie chmie drafted into the 
estimate." 

.In a note d w d  3rd July, 1976, the Railway Board have informed that the prcrcnt 
ition of 13 rub-d tollr d estixnatcr shown rs outrtoadrng is that q ham been closed, 

Kving a W ~ E C  of p. 



"The original Project Abstract Estimate was sanctioned, vide RaiI- 
way Board's letter No. 61/WS/PDLW/l dated 8-2-1963 with 
the following department-wise provisions:- 

Rs. 

Civil Engineering . , . . , . . . 9,59,05,oob 

Mechl. Engineering . , , . . . . . 8,64,74,coo 

As the construction work progressed, it was visualised t h t  the 
Mechanical Department would require extra provision for the 
following reasons:- 

The provision in the Abstract Estimate for the Mechanical 
Department was made on a lumpsum basis, taking into ac- 
count the approximate cost of Plant and Machihery items, 
based on the data available with DLW at that time. Since 
most of the machines were required to be imported from 
abroad, their cost of procurement on a most realistic basis 
could be available only when the imwrts were actuany 
effected. As a consequence, the actual cost of procurement 
of a number of machinery band plant items was at variance 
with what was initially envisaged. 

Yet another reason for variation between the Abstract Estimate- 
and the Revised Estimate pertaihing to the Mechanical De- 
partment was the receipt of revised recommendations from 
ALCO from time to time for machinery and plant items. 
ALCO recommendations were accepted because certain ad- 
ditional items which were to be manufactured in DLW 
shops were hot available from indebmaus sources. This 
could not be intially envisaged. 

Due to devaluation of the Indian Rupees additional sums were 
required for payment of plant and machinery to be procured 
from USA. 



Departments were review4,once again so as to idedify areas 
of possible savings. I 

For the following reasons, therefore, certain savine could be 
effected with regard to the provisions corresponding to the 
Electrical and the Civil Engineering Departments. 

Certain savings accrued in the course of actual execution of work 
and soma changes in the design necessitated by local con- 
ditions at DLW. 

Tenders were generally let out on lower rates than estimated 
because more competitive rates could be obtained. 

A few items of work were not undertaken. 

The Project Abstract Estimate provisions werz adjusted by re- 
appropriating the provision as between the three departments 
as under:- 

Rs. 

Civil Engineerir.g . . . . . . . 7,89,65,000.00 

Mechl. Engineering . , . . . . . 10,42,78,coo.oo 

Elect. Enginecri~g . . . . . . . 1,24,9o,ooo~oo 

There was thus no pre-meditated overestin~ating under Civil and 
Electrical Engineering Departments provisions in the Project 
Estimate." 

2.7. Referring to the overall figure of Rs. 19.57 crores sanctioned for 
%he project which remained unaltered, the Committee pointed out that it 
,gave the impression that there was over-estimation. To this the Chair- 
man, Railway Board replied: "The tendency, generally is to underestimate". 
H e  further added: 

"An estimate is an estimate; there will be changes in an estimate." 
He added: 

"I have never tried to over-estimate o: under-estimate. I have 
tried to be as accurate as possible." 

2.8. The Audit paragraph states that in addition to the project estimate 
for the production of broad gauge locomotives Rs. 1.38 crores were sanc- 
"timed between 1968-69 and 1970-71 for facilities for production of 
metre gaugc locomotives, sparss for diesel locomotives, plates and sheets 



etc. The Committee desired to know the total outlay in l&W an h W m  
for manufacture of spares, the estimated value of spares supplied a n n d y  
to the Railways and the return on the outlay of facilities provided for 
production of spares. The Raiiwqy Board have, in a note, stated: 

"The total outlay on facilities for manufacture of spares at DLW, 
is roughly Rs. 84.69 lacs, comprising of Rs. 41.38 imported 
equipment and Rs. 43.31 lacs indigenous machines. 

Spares for diesel locomotives are sophisticated items, with accurate 
finish and close tolerances and such items are not available as 
finished products from the trade, and hence the necessity for 
processing at DLW. Depending upon suitable offers, some 
finished items are also purchased directly by Railways from 
sources developed in trade. There is a continuous pursuit for 
development d trade sources for meeting demand d spres,  
but the response has been tardy. Moreover, the nature of some 
of the spares required by the Railways is such that they require 
specialised equipment which DLW alone can process at present. 

It is also to be pointed out that at present no other Rnilway Work- 
shop/Diesel Shed has been equipped with facilities for manu- 
facture of all such spares. Details of supplies of spares (in- 
clusive of initial, maintenance and emergency spares) during 
various years are indicated as below: 

Year 
Value as a 

Value %a.s. of 
(Rs. lacs approx.) 1 ~ 1 t i a l  

investment 

It is to be specifically noted that in addition to supplying o£ these 
spares, repair and return activities e.g., cylinder block repairs, 
cylinder liner reclamation, expressor craak shdt repairs, rotor 
balancing etc., are also undertaken at DLW on behalf of Rail- 
ways, the value of which services is not reflected in the above 
figures." . , 

1071 L G 2 .  



2 . 9 . m  ComasEttet note that the DLW Project Abebract W 
sanctioned h 1963 had been only notionally c l o d  with effect h m  
31-3-74 and as on Jtmuay, 1975, out of a totd of 484 m&Makd 
c r b a t e s  c m d u t h g  the Pmjekt A M  Pstimates, 13 sub-detailed esti- 
mates were yet to be closed. It iu funther seem that althougb tbe abstract 
estimate for Rs. 19,57,33,000 sanctioned in 196.3 underwent two revisions, 
erst in 1968 and subeequmtly in 1969, the ovcmll cost of thc project re- 
mained the s n m ~  Tlrat tbe overaP figure of Rs. 19.57 cmres sanction& 
for the project in 1963 remabed udtered even after twelve years dwhg 
which lhere was a phenomeual rise in the general price structure, gives the 
hqreseba thet ab initio t h e  most have been over-estbation of high r r q p  
nitah. No bmgW reason for this k k  of variation between the abstract 
esthaates and the revised estima4es of the project as a wbole appears to have 
been forthcorniing, .It is diagcnY to credit the proposition that in the con- 
ditions tbat have preveiled in In&, run estimate could be resilient enougb 
to absorb the sbock of c h q e s  ia the prke stmchlre over a period of more 
tbm a dCCPdC. 

2.10. Tbe DLW Project Abstract Estimate comprised of provisions 
onder 3 heads viz, Civil Engheering Medical Engbeedmg and Eledtri- 
al Enghkring. TBe Raihvsy Board have expkiwd that as the consbctfoa 
progressed it became evident that the Meichanical Department would reqaire 
extra funh. W& a view to avoiding such extra expenditure, the requin- 
meats fOT the Civil and Electrical Engineering Departmeats were then re- 
viewed and certaisl savings effected. Soch savings were facilitated by appro- 
priate changes in the design and also on account of more competitive rates 
obt8ined fn tenders. 

2.11. Tbe Cornmilttee fail to see why the savings effected in the provb 
don for Civil Emgiaeering and EJeictrical Engineering Departments in wb 
sequent year% to make add#ioaal provisions for Mechanical bghee3lng 
Lkpartment d d  not be viwalieed at tbe time of formulation of estimates.. 
This only reinforoes tbe Comnaitte's hnpression that tho es& were not 
erhkdiy e r d n e d  with refiemince to the Plans and programmes and that 
&re was, for some appoaently ndathomable reason, over-estimation of the 
pmobisions particdarty in reeperct of Civil Engbering and Electrical En$- 
neering Depu6aents. Tbe Colneaittee regret to have to reacb this unpalrrb 
able coac1.sioa and can on&y asL tbat there ~hould be a more careful and 
d t i c  edbmtba BO that tbe l i i  ~eoarcee of the nation ore laid out 
holDchammmthattbemnxinrambewilitacenres. 

2.12. Tbc Conrrnittec find that abut  R& 84.69 Iskhs comprbin&. 
Ra 41.38 l a b  of imported eqsipment Pad Rs. 43.31 lakhs indigenous 
mrclirraLtnbsealnidoaton foeIIitkPfor manufactoreof span?srb 
IILW. Tbe @aUbn M e n d  Qor tbe estobibImunt of tbis cam f o ~  





PRODUCTION 

3.1. The first locomotive, wholly assembled, came out in 1964. The 
installed capacity of the project expected to be attained by 1967-68 was 
150 broad gauge diesel locomc4ives a year. In 1965 it was decided to 
diversify production to include manufacture of metre gaugc locomorives 

" 8  also. As a result, from 1968-69 production capacity was revised as 100 
broad gauge and 60 metre gauge locomotives a year. 

3.2. Full production has not yet been attained though nearly a decade 
has elapsed since commencement of production. The abstract estimate for 
the project envisaged outturn of 307 diesel locotnotives in five years time, 
i.e. by 1967. By 1966-67, however, only 116 broad gauge diesel locomo- 
tives had been produced. There were substantial shortfalls, by nearly 50 
per cent of the installed capacity, in the next three years also. 

3.3. As per the project report, 941 broad gauge locomotives or eqd- 
valent should have been manufactured during 1963-64 to 1971-72. The 
actual outturn was, however, 427 broad gauge and 80 metre gauge loco- 
motives. Prpduction plan for the Fourth Five Year Plan as reported to the 
Estimates Committee (1969-70) (Fourth Lok Sabha) and incorporated in 
its hundred and nineteenth Report was:- 

- -  
a 

Year Broad gauge Mctrt gauge Total 

1973-74 . . . . 100 60 160 - .--- - 
Total 430 218 648 



These targets were substantially modified in May 1971 as indicated 
below :- 

Target of locomotive Actual locomotive Total production 
Year production production of locomotives 

broad metre broad metre Tar- Actual 
S + F  g a W  gauge W% get 

1973-74 . . 100 60 45* 25* 160 70. 
d 

Total , 370 I 80 290 130 55O 420 

Production fell in 1972-73 primarily because of power shortage and 
labour problem. 

3.4. Diesel Locomotive Works takes about six months to produce a 
locomotive. The Railway Board had been placing orders for locomotives 
two years (from April 1973 this is three years) in advance of the delivery 
period. The orders placed by the Railway Board from 1969 onwards are 
shown below :- 

Broad Metre 
gauge gauge locomotivts locomotiv~s 

February 1969 . . 106 33 

April 1972 . . . . . 135 . . 
December 1972 . . 5 . . . . 
March 1973 . . . . . . .  . . 80 -- 

Total . . .  . 359 190 

The order placed in May 1970 still (September 1973) repains 
filled to the extent of onethird. 



3.5. The Diesel Locomotive Works Administration attributed the short- 
fall in attainment of target mainly to restricted availability of foreign 
exchange and has claimed that during four years (from 1968-69 to 1971-72) 
actual production has practically corresponded with what could be expected 
from the constraint of foreign exchange availability. It has been claimed 
that this has been achieved in spite of serious constraints on indigenous 
supply, particularly of castings and forgings, and on supply of electric 
traction equipment by Heavy Electricals (India) Limited, Bhopal, and 
  ha rat Heavy Electricals, Hardwar. Further, the Works have been given 
the added responsibility of procurement/manufacture and supply of spares 
of diesel locomotives to the user Railways-a function which was not 
coatemplated at the project stage. 

3.6. Shortfall h production of diesel locomotives led to larger utilisat- 
tion of steam locomotives, resulting in extra expenditure because of higher 
operating cost of steam locomotives. 

[sub-paragraphs 9.9 to 9.14 of paragraph 9 of the Report of C&AG 
for the year 1972-73 on Railways] 

3.7. The following table gives the targets of production, as per Project 
Report prepared by the Collaborators for D.L.W. upto 1968-69 in terms 
of broad gauge locomotives of type WDM-2 and actual production during 
the same period:- 

Year 
Actual Production WDMz 

Target or 
equivalent 

WDM2 WDM-4 total 

1968-69 . . . 150 60 18 74 (counted a8 
I4 WDM-2) 

-- 
Total . . .  491 242 14 2 56 

[Sowcc Para 3.12 of 119th Report of Estimates Committee (1969-70)] 
It is e n  h a  the above table that against a target of 491 B.G. locomotivw 
d y  242 B.G. and 10 M.G. locomotives were produced during the period 



17 
6963-64 to 1968-69. The shortfall is nearly 50 per cent of the installed 
.capacity. 

3.8. From the figures of production of locomotives in DLM during 
the Fourth Plan period (1969-70 to 1973-74) as given in the Audit Para- 
.graph it is seen that the initial target of 648 locomotives (430 B.G. and 
218 M.G.) was scaled down to 550 locomotives (370 BG and 180 MG) in 
May 1971. Against the revised target of 550 locomotives the actual pro- 
.duction was 445 locomotives (307 B.G. and 138 M.G.). The Committee 
desired to know the reasons for the shortfall in production during the 
Fourth Plan. In a note, the Railway Board have explained: 

"The actual production of locomotives du.ring the Fourth Plan 
vis-a-vis the targets was as under :- 

Year 
Target as per Rly. 
Board's letter of Actual production 

20-5-1971 

1972-73 . 9 0  4 5 60 35 

1973-74 . . . . 100 60 62 33 

Total . . 370 I 80 307 138 

Against the target of 550 locomotives the actual production during 
the Fourth Five Year Plan was 445 locos.* The production 
during the years 1969-70 and 1970-71 was in conformity 
with the revised targets laid down in Board's letter of 
20-5-1971. The production during the year 1971-72 was 
marginally better than the target laid down En the Board's 
letter of 20-5-1971 as there was an increase of 5 B.G. 
locomotives compared to a decrease of 5 M.G. locomotives. 
The shortfall in production during 1972-73 as compared to 
the target laid down in Board's letter of 20-5-1971 was 
primarily due to the labour trouble and power shortage 
during that year. The target of production for 1973-74 as 

' 

reflected in the Railways Minister's Budget Speech of 
February '73 was 140 (90 B.G. and 50 M.G.); thus, the 

*In note da&d ~ 3 r d  July, 1976, the Railway Board haw infor ed that ins t  the 
-d ptoductim of too loamotirn ( to  B.G., 15 M.G. and 5 $Ds-6) % .ctwf 
prod- d d g  ~974-7s wm ~niocomotives (72 B.G., IS M.G. and 5 mS-6) .  



earlier target for the year 1973-74 of 100 B.G. and 60 M.O.' 
reflected in Board's letter of 20.3-1971 was revised in 
February, 1973. The fall in production in the year 1973-74 
as compared to the revised target of 140 locos was primarily 
due to labour troubles and power difficulties." 

3.9. According to the Audit Paragraph full production in DLW has 
not yet been attained though more than a decade has elapsed since the 
commencement of production. Explaining the reasom for not attaining full 
production in DLW so far and the prospects of optiinum utilisation of the 
works, the Railway Board have in a note stated: 

"The principal factors which were responsible for original produc- 
tion programme not materialising are as under :- 

(i) Production targets incorporated in the collaborator's Project 
Report were intended for purposes of long range resources 

provisioning but actual production had to be regulated in 
accordance with orders for diesel locomotives placed by the 
Board on DLW and the quantum and timing of foreign 
exchange released for the purpose of importation of com- 
ponents and rawmaterial etc. Placement of orders for diesel 
locomotjves by the Board was done annually with due regard 

to anticipated increase in traffic and replacement programme 
for steam locomotives. As regard foreign exchange its'scale 
and period of availability depend to a large extent upon the 
availability d foreign loans/credits and its distribution by 
tbe Central Government to different departments/sectors. 

(ii) In the production of a diesel-electric locomotive, DLW's own 
contribution is only about one third in value. Another 44 
per cent has to be contributed by HEIL/BHEL. The 

. remaining, about half is from a large number of indigenous 
vendors and the balance by import. Thus, locomotive pro- 
duction at DLW is heavily dependent on regular suE3plK.s d 
purchased material. 

(8) F&r imparted material, procurement-cum-inprocess lead time 
t about 2 years and, so the decision whcthcr to import a 
W, fullg or padally, has to be taken two yews h advance 
of-)ocOnPOdYe production to which it appfles. In onk 



conserve scarce foreign exchange, deletions from import are 
assessed on the basis of estimates af what indigenous vendors. 
concerned would be able to sulpply two years hence. To the 
extent estimated supplies do  not materialise in practice due. 
to unforesee circumstances, dislocation of production 
becomes unavoidable as it becomes too late to make up such 
shortfall in supplies by imports in time. 

(iv) Experience has shown that even with well established vendors 
of repute, rate of supply becomes erratic and inconsistencies 
in the quality of material supplied come up frequently with 
no set pattern which makes it extremely difficult to predict 

' and make correct allowances therefore in advance. 

(v) Locomotive production programme hinges on continuous 
availability of matched sets of raw materials, castingslforgings 
and finished purchased components in conformity with the 
schedule of production, Thus, rate of supply of critical items 
of material determines the rate of completion and despatch 
of locomotives and since locomotive completion and despatch 
acts as the real pace seter for the entire works, the tempo 

of activity in all production areas, in effect, gets limited by 
the rate of supply of critical items of material. It becomes 
difficult to make up shortfall in production in a period of 
timc/month during the succeeding period of timelmonth. 
Further, from the standpoint of smooth working and works 
morale, it is important that the rising tempo of production 
activities once developed should be sustained and kept 
steadily rising. 

(vi)  Incentive Working once introduced has to be sustained, the 
programme for introduction of incentive working had to be 
deferred till 1969 because with locomotive orders placed on 
DLW, it could not be ensured that it would be possible to 
sustain the higher rates of production in different production 
centres that would be generated through incentive working. 
However, with formulation of the Fourth Plan locomotive 
production targets, the picture became clear and work con- 
nected with introduction of incentive working was intensified. 

From the furegoing, it would be chewed  that locomotive pro- 
duction at DLW was conditioned by several factors outside 

' DLWs control and a judiciow compromise had also to be 
made 'betwden a#; interest of locomarive plroduction and' 
~ d c n l o p l w a t .  h t h e c i r - t h e w  



course of action was to maintain a close watch on develop- 
ments arising from the various factors and continuousiy 
make adjustments to yield the most optimum overall results. 
Till such time as the maximum rated level of production at 
DLW is achieved and indigenous supplies as planned 
regularly are materialised, both DLW and its vendors would 
remain on a "rising curve of production". . This makes 
future planning difficult and ia such an environment set- 
backs become unavoidable. In the resultant situation, the 
main effort has to be confined for the effect of individual 
setbacks and to make continuous adjustments for optimum 
overall results that may be possible in the circumstances. 
Further, it may be mentioned that it is necessary for DLW 
itself to prove out all production centres and allied services 
at DLW for their capacity to meet the demands of optimum 
locolnotive production. Accordingly, production targets are 
kept sufficiently high so that it may be possible to try out 
individual centres realistically and pressures may be kept up 
'for removing the deficiencies and gearing up for higher rate 
of production. In this manner, even if the planned targets 
are not fuly achieved, the objective of reaching rate of pro- 
duction at DLW gets substantially advanced." 

3.10. As per the project report, 941 broad gauge locomotives or equi- 
valent should have been manufactured during 1963-64 to 1971-72. As 
:against this target 427 broad gauge and 80 metre gauge locomotives were 
actually produced. In this connection the Railway Board have in a note, 
stated : 

"The bulk orders placed on DLW by 1969-70, i.e., two years in 
advance of 1971-72 was only for 552  locomotive^ and even 
by 1 970-7 1, the bulk orders were placed only for 740 locomo- 
tives, made up of 572 BG and 168 MG locomotives. Thus even 
bulk orders for the 941 locomotives were not placed on DLW. 

Against 507 locomotives produced by 1971-72, the Rolling Stock 
orders placed on DLW by 1969-70 i.e., 2 years earlier, were 
for 459 B.G. and 93 M.G. locomotiveu or a total of 552 loco- 
motives and the foreign exchange availability was for 387 B,G. 
and 65 M.G. locomotives or a total of 452 locomotives. Even 
by 1970-71, i.e., one year earlier, the fo re ip  exchmunpe availa- 
bility was for 477 B.G. and 110 M.G. locomotives or total of 
587 locomotives, against actual o d u c t i o n  of 427 B.G. and 
80 M.O. locotmtiva, i.e., a t a d  of 507 h t m l o t i v e ~  by 
1971~72. The proddon of "locos had &US bkdn b d y  in 



conformity with the availability of bulk orders tor locomotivm 
and the foreign exchange for the imported compomts. 

The actual production In 1973-74 comprised of 62 B.G. and 35 
M.G. locomotives making a total of 95. This therefore giver 
an overall psqductioln of 445 l m s  against a target of 550 
representing a level df 81 per cent obtained of planned pro- 
jections. Against the target of 135 locomotives for 1972-73 
the provision made in the Revised Estimates submitted in 
December 1972 as only 110 locomotives, in consideration of 
labour troubles in the workshops. Mention about this labour 
trouble was also made in the Hon'ble Railway Minister's speech 
presenting the Railway Budget in February, 1973. There were 
power cuts between December 1972 and March 1973, when the 
tempo of production is generally very high and there were also 
interruptions in power supply during December 1972 and 
January 1973. Such diS~ptiOn in power supply necessitated 
frequent changes in the timings of the shifts which had very 
adverse effects on production. The actual production was only 
95 locomotives as compared to the provision of 110 locomo- 
tives in the Revised Estimates for 1972-73 prepared m 
December, 1972. 

The labour situation in the workshop took such a turn that resulted 
in manhandling and assault of senior officers on the shop floor. 
Cases of intimidation and blackmailing of supervisors also 
occurred along with cases of intimidation of family members. 
Concurrently, one person also lost his life in an incident on 
the shop floor. This trouble continued right upto the end of 
December, 1973, when even the General Manager was 
obstructed from his iinspection rounds. Thus the canditions in 
1972-73 were continuously disturbed and with mnsequential 
effect on production. 

Power Interruptions.-Serious power interruptions occurred in 
December, 1972 and the first three months of 1973. This 
continued on a large scale till June 1973 and persisted even 
after that. On account of this single shift working had to be 
resorted to during the night in February and March of 1973. 
During May and June 1973, the power supply was so regulated 
that staff were required to work predominently in the hottest 
period of the day. Thus the frequent intermptioms in the 
railway working hours and discontinuance d day wi.th night 
shift workipg had affected overall capability of the Shop in as 
production 'scheme. 



Reckoning from the time of RSP order to DLW the overall t h  
cycle fo r  physical production of a ~ocomotive is approximately 
3 years. The break-up includes the cycle time for initial 
preparatory work, temdedng etc. for indigenous items is of the 
order of nearly 2 years and in the case ob imported items 18 
months from the date of release of foreign exchange. The 
overall impact of this is that normally 3 years' time elapses 
before the locomotives rolls out of the reduction unit. 

The position of plwement of bulk orders by the Railway Board and 
the actual cunlilative production is tabulated below: - 

Bulk Order Actual Production 
Year upto - - 

BG MG BG MG 

Note : In addition to the above, orders for 10 WDM6-1400 HP locomotives have also 
been received during 1972-73. 

It will be seen that the production was in line with the placement 
of bulk orders on a 2 year time-Kg schedule. 

The production at DLW has been by and large commensurate with 
the release of foreign exchange. Other factors mitigating tho 
production have been the availability of indigenous components 
Muding supply of electric tristicm equipment by Heavy 
Eie&& (India) Ltd., Blwjd. The positio~ of availability 
of fadp exchaap during the prriod 1966-67 to 1969-70 and 



tb locolaative production during the paid 196849 to 
1971-72, taking a lead t i e  of 2 years, has beea as undec:- 

Ycar 
Availability for forei n Locomotive 
exchange in mmc o$ Production 
cumulative No. of Year 

locos covered 

- - - 

The production of locomotives upto 1971-72 hw been broadly u 
conformity with the availability of bulk orders and the p 
gressive build up of production capacity," 

3.11. The Committee desired to know what remedial steps had been 
taken or were proposed to be taken to remove the impediments corning 
in the way of full attainment of production targets. In a note, the Railway 
Board have stated : 

"The remedial steps taken or proposed to be taken are indicated 
below :- 

Provision of standby generating sets. 

Maintenance of continaous dialogue with labour to improve 
relations. 

Vigorous follow-ub of indrgeaous sources for development of 
various equipment to reduce dependence on imports. 

Expediting supplies of vital imported components and 
accessories procured through ISM Washington." 

3.12. During evidence before the Committee, the 'Member Mechanical 
deposed that the limitation of resources caastituted a serious cansttaint on 
the level of production in DLW. In this context the Financial Commk 
&met  stated. 

"May I explain this? This has happened this year and probably 
will happen next year also. The Planning Comrnissioa have 
taken .an averall view of how many crores they can dord for 
rolling stock and they have pegged us at a certain level d 



financial outlay. For example, this year we have got Rs. 147 
crores ;lor rolling stock of which RS. 25 m r e s  or  so is for d i e d  
locomotives. With these Rs. 25 crores for diesel locomotives, 
with the prices and wages going up, we can manufacture a 
smaller number of locomotives than even last year. If these 
dificulties remain for next year also, the number would be 
stfi lower. So, it is not only a question of what is our capacity 
but how much can we affai;d to utilize that capacity $ the con- 
text af present constraint on resources. That is the major 
problem for this year and next year." 

3.13. The Member Mechanical stated in this connection :- 

"Our main restraint today is the allocation of funds. If the alloca- 
tion is made, the production for 1975-76 can be upto 100, 
locomotives. We are well placed now to produce locomotives. 
Unless we are given 24 montbs advance notice: we will mt 
be able to achieve. So, the decision as to what allocation of 
funds is going to be for the next three years at least, is a very 
important factor to determine the production in the DLW." 

3.14. In a note subsequently furnished to the Committee, the Railway 
Board have stated : 

"The targets and projections of outturn for the remaining years 
of the Vth Plan cannot be laid down realistically owing to 
financial constraints. The funds made available for DLW 
during 1974-75 for RSP (Rolling Stock Programme) is 
Rs. 24.78 crores which will enable production of only 80 B.G. 
and 15 M.G. besides 5 WDS6 for Steel Plants. Similarly, 
the availability of funds for 1975-76 RSP for DLW to the 
extent of Rs. 21.13 crores would limit the prod&tion to 63 
B.G. and 4 M.G. locos besides 22 WDS6 shunters programmed 
for Steel Plants." 

3.15. The Committee enquired about the plans for the production of 
die& locomotives during the Fifth Plm and desired to know whether these 
had been prepared after taking into account the recent steep rise in prices 
of petroleum crude. Ih a note on tho subject, the Railway Board have 
stated : 

"According to earlier Fifth Plan formulations based on 280 originat- 
ing millim ton=, tentative requirements of diesel electric 
locomotives from DLW have been worked out as 572 B.G. and 
151 M.G.=723 locomotives during the m o d  1974-75 to 



1979-80. However, based on the availability of funds which 
has becn influenced by the oil crisis, the production for the 
first year viz., 197475 has been pegged down to 80 B.G. 
an3 15 MG=95 locomotives (and 5 WDS6 shunters for steel 

, Plants). h consonan'ce with funds allocation, the programme. 
of production for 1975-76 envisages 63 B.G. and 4 M.G. 
(4- 22 WDS6 for Steel Plants). Further programme for pro- 
duction from 3rd year onwards will again Ere on the basis of 
fpnds allocations which are not clearly known at this moment." 

3.16. The Committee have not been informed whether the Fifth Plan 
formulations take into account the rise in prices of petroleum crude. It 
is howover seen from the Annual Report and Accounts of Indian Railways 
1974-75 that :- 

"The' Railways have given serious thought to the adjustments needed 
to meet the situation created by the sharp hike in the crude oil 
prices and examined the measures that could be initiated to 
curtail requirements of diesel oil and the extent to which* 
electric or steam traction could be developed to meet growth 
af txaffic in coming years. At present 50 per cent of the total 
freight traffic is being hauled by diesel traction and there 
appears to be little possibility of substituting haulage of such 
a large proportion of traffic by electric traction. Electrifica- 
tion is a time-consuming process and the availability of capital 
also acts as a serious deterrent on a too rapid acceleration of 
the electrification programme. For hauling the same volume 
of traffic steam locomotion requires much higher capital invest- 
ment by way of expansion of line capacity, besides serviciag 
and maintenance costs. Economic studies have iridicated that 
taking into account all factors it would n& be prudent for 
Railways to resume the productian of steam Tocomotives, but 
it would be worthwhile extending, by major overhauls, :he life 
of the standard locomotives of adequate horse power for heavy 
duties. Consistent with this objecfive, the policy of traction 
modernisation through dieselisation and electrification is to be 
continued with greater emphasis on the latter form as and when 
more capital resources become a~ailable.'~ 

3.1 7. During evidence the Financial Comml=oner for Railways in- 
formed the Committee that the supplies oif locomotives from the DLW were 
being regulated on the basis of requirements of the Railways and the 
purchase plan which had bem approved by the Planning Commission. On 
being pointed out by the Committee whether in the context of the foresee- 
able requirements of locomotives, it could be assumed that DLW bad 



surplus capacity, the Financial Commissioner for Railways stated "Quita 
right". He added: "Capacity has two aspects; one is mechanical capacity 
in the workshop and the other is the capacity of €he labour employed. 
Since we are lnot requiring 150 locomotives, we have nit-edgaged labour 
to go beyond a wrtain level of manpower. If we were W.manufacture more 
than 95 or 100 locomotives, we will have to engage extra SM." 

3.18. The Committee desired to know whether some other type of 
activity could not tze undertaken to fully utilise the installed capacity of 
DLW. The Chairman, RaiIway Board stated : 

"That we are already doing. We have cnow brought in engine 
blocks for replacement on the Railways. We have stepped up 
that capacity to about four a month. Similarly, certain other 
parts, which were initially bought, are now being manufac- 
tured here. Moreover, we have taken certain orders for diesel 
generating sets and shunting locomotives for the steel plants." 

3.19. In a note on the prospects orf the optimum utifisqtion of the 
works, the Railway Board have stated : 

"The original project report envisaged attainment of 150 B.G. 
Diesel Lotomotives outturn rate per annum by 1967-68. This 
was projected on full incentive working on double shift-basis 
coupled with the installation of Machinery and Plant alongwith 
the availability of all the required jigs and h u m .  * 8 * 

Now, in the context of restricted availability of funds for building 
of rolling stock for the Railways, a broad plan for diversifica- 
tion of praductian activity at DLW is under considerntion." 

3.20. In regard to the steps taken so far for diversification of uroduc- 
tion at DLW, the Railway Board have, in a note, intimateJ: 

"Action has already been initiated for divcrsification of production 
at DLW in the following directions:- 

(a) Manufacturing of 7 nos. 1750 Kilowatt Diesel Generating 
sets. 

(b) Manufacture of WDS6 class of diesel electric locomotives 
for heavy duty shunting application for Steel Plants. It is 
proposed to manufacture 5 no. dur1n.g 1974-75 and about 
22 in 1975-76 which will be continued in future also depend- 
ing on the availability of further orders. 



(c) Accepting an order for the complete ddgn,  mahufacturing 
and supply of 2 nos. 1400 Kilowatt Diesel Generating sets 
for Madras Atomic Power Projcct. 

(d) Manufacture of 20 nos. Power Pocks for WDil/t Iocomativcs 
for re-power packing. 

(e)  Possibility is also being explored of exporting diesel loco- 
motives to other countries. 

( f )  Supply of Spare Parts. DLW is being asked to increasingly 
meet the requirements of spare parts of locon~otives ot 
Indian Railways and also undertake machining of important 
castings which are being developed indigenously for diesel 
!ocomotives towards indigenisation effort for substitution of 
import. 

(g) Reclamation of cylinder blocks on Sehalf of Railways. 

(h) Reclamation of cylinder liners to meet Railways require- 
ments of maintenance. 

( i )  A scheme for centralking repower packing of WDM2 and 
WDMl of the railways diesel fleet at DLW is under examina- 
tion and it is proposed to include this as an item in the 
Works Programme for 1976-77.'' 

3.21. According to the Audit Paragraph it has been claimed that apart 
!from the wnstraint of foreign exchange availability, there was serious 
constraints on the indigenous suppPies which affected the attainment ot 
production targets. It is seen that about 44 per cent of the cost of diesel 
locomotive is accounted for by electricals i.e. traction motors, generators, 
control panels etc. For broad gauge locomotives these are supplied by 
t h e  Bhopal unit and for metre gauge locomotives by the Hardwar unit of 
the  Bharat Heavy Electricals (India) Ltd. The Committee desired to 
know whether DLW had placed orders for electric traction equipments on 
the erstwhile Heavy Electricals (India) Ltd. Bhopal and Bharat Heavy 
Electricals, Hardwar well in advance; and if so, what was the normal lead 
time for the receipt of stores after the placement of orders. In a note, 
the Railway Board have stated: 

"DLW had been placing letter; of Intent on Heavy ~leettis& 
(India) Ltd. wed in advance. . . .The lead time indicated by 
BHEL is about 2.) years. . . . Close liaison was maimlatd 
with HE(I)L/BHEL, Railway &ard and the Mi- ot 
Industrial DerretOpment thtmgh pan- meetiirsr 
either at Bhopal, or at Varaaasi or in Board's d3cs hi M i . "  

'9071 flS--3. , 



3.22. Explaining the reasons for delay in the delivery of electric4 
equipment for diesel locomotives by Bharat Heavy Electricals Limited, the: 
Ministry of Heavy Industries have in a note stated: 

"The actual delivery of electrical equipment for broad gauge dieset 
locomotives during the year 1972-73 was 81 sets as against a 
commitment of 80 sets by the Bhopal Plant. With regard to  
requirement for metre gauge, the Hardwar Plant could not 
fulfil their commitments of 10 sets during the year. This was 
due to the fact that the Plant had undertaken the manufacture 
of these equipments for the first time and problems were 
encountered in setting up necessary facilities for their manu- 
facture. 

If the reference is made to the years earlier than 1972-73, it may, 
be mentioned that there have been some shortfalls in the 
supply of these machines from Bhopal bmause of dificulties in 
establishing reliable sources of supply for material and compo- 
nents within the country and abroad. More than often the 
suppliers failed to keep their delivery corrinlitments for cast- 
ings, forgings and other material etc. which largely contributed 
to the delay in supply to the Railways. Against a total com- 
mitment of 194 sets under broad gauge and 20 sets under 
metre gauge for the period 1969 to 1971, the Bhopal Planr 
was able to  supply 169 sets and 20 sets respectively." 

3.23. The Committee were informed by Audit that in March, 1973, 
the MiHstry of Railways (Railway Board) placed orders as below for the 
import of electrical equipment for diesel locomotives which are supplied 
by the Bharat Heavy J3ectrical~ Ltd.: 

.(i) 24 sets (i.e. for 24 locomotives) of'electric transmission an8 
control equiwent-broad gauge. 

(ii) 15, sets of control equipments only-metre gauge. 

(iii) 29 sets of transmission equipment only-metre Saug?. 

3.24. The Committee desired to know the circumstances and justifica- 
Pioa for the import of electrical qvipment in March,,1973.. The Membe~ 
Mechanical stated during evidence:- , 

u . . , . . .in the previous years from 1969-70 onwards the supplies 
from BHEL, were not wming up 'to the prbmised numbera. 
and 'was very enadc. Sa, in order to emure there was no 

. drop in prmiuctim we had to import a certain amount of 
electrical equipment. It was only after 1973 thg them pi#', 



certain amount of stability in their supplies, and it is not 
necessary now to import electrical equipment." 

H e  added: 

"If I may take you q little further, orders for thesc should be placed 
at least 24 to 30 months ahead; otherwise, we cannot ensure 
continuity of production. When we found that Bhopnl was 
unable to supply the equipment, it became necessary for us t o  
order the equipment to ensure continuity of production. 
Becausc, when we saw that they were not coming up with the 
promised supplies, what were we to do? Werc wc to scale 
down the production and face so many di!Ticulties or import 
some matching equipment to balance the production." 

3.25. The Committee askcd whether the proposal to import was referred 
to the Ministry of Heavy Industries for their concurrence. To this the 
Member Mechanical replied: 

"Yes. A meeting was actua1.1~ conducted with the Ministry con- 
cerned and after thc posiuon was explained, it was decided to  
go ahead with the import." 

3.26. The Committee enquired if the targets had been assessed realisti- 
cally in January, 1973 when the order for import of traction equipment was 
halised,  could this import have been altogether avoided. The Member 
Mechanical replied: 

"The thing is that we never expected things to happen like that and 
there were certain things beyond our control. For example, 
I have to repeat, cut in power not only for us but for all the 
ancillary industries which were supplying components to us." 

He added: 

"We have given certain targets of production and we have to find 
out from where we are going to get :he ccjuipment. Bhopal, 
year after year, did not keep up the promise to supply all 
equipment. So, we have to go in for imports. T o  ensure 
achievement of targetted production we had resorted t o  
imports." 

3.27. In a note furnished to the Committee, the Railway Roard have 
explained : . , 

."It is true that in March, 73 import of electrical equipmtntwas 
1 



arranged for production of diesel electric locomotives at DLW 
as balancing imports. 

The, proposal for import was made vide DLWs letter No. MC(M)/ 
ODC/FE/VI(A) dated 25-1 -1 972. The requirements of 
balancing impom were arrived at based on the commitments/ 

forcast of supplies made by BHEL, Hardwar and HEEL/Bhopal 
for the years 1972-73 and 1973-74 vis-a-vis the production 
targets set viz. 135 locos in 1972-73, and 160 in 1973-74, Till 
1971-72, the supplies of traction equipments from BHELI 
Bhopal were irregular with repeated downward revisions of 
commitments from time to time, as a result of which there was 
no in-process or cushion nvailablc at dl. With the establish- 
ment of a production level of 105 loc\~niotives in 1971-72 it 
was felt that this constraint should be removed by providing 
for sufficient in process and cushion for achieving a still higher 
level of annual production. 

At  the time the import of traction equipment as balancing import 
was proposed, the Plan was to produce 612 BG and 190 MG 
locomotives by March, 74. To cater for shortages, damages, 
irregular supplies and transit time of material etc., cushion 
stock to the extent of 25 BG and 15 MG loco sets of traction 
equipment were also catered for. Provision for 25 BG and 
15 MG loco sets of equipment were dso made as inprocess 
requirement and 11 BG and 5 MG loco sets were provided 
for towards supply to Railways as spares. In all thus, require- 
meat of traction equipment for production, @process, cushion 
and spares need of the Railways by March, 74 was assessed 
as 673 BG and 225 MG locomotives against the expected 
availability of 624 BG and 185 MG loco sets of traction eqgip- 
ment by import as also supplies from BHEL; thus, leaving 
a shortfall of 49 BG and 40 MG sets of traction equipment 
to be made up by import. The expectation of supply of 
equipments from BHEL taken in this working for the years 
1972-73 and 1973-74 was 72 BG and 10 MG sets during 
1972-73 and 81 BG and 20 MG sets during 1973-74. The 
import was finally cleared for 24 BG complete set and 15 sets 
of BG Control and 29 MG sets of bquipmcnt through the 
order of G.E.C./USA of March, 1973. This was done in 
ccmdtation with BHEL and Ministry of Industry." 

3.28. The Committee asked wkther the ptaduction plam baaed on 
which imports were arranged had been implemented and whether batlithe 
tprportdd oad idigmw~ sloctricd equipents received had becn fully 



utiliscd to achieve the targetted production of locomotives. The Member 
Mechanical stated in evidence: 

"No, Sir, we have not utilised them fully." 
Subsequently, the Railway Board have in a note stated; 

"This impon was initiated as balancing imports required for pro- 
duction of 162 BG and 190 MG loco mot^^ ;:; upto the end of 
1973-74 and providing 50 BG and 30 MG scts of equ:pment 
for in-process and cushion stocks. 11 UG and 5 MG sets of 
equipment were also to bc sent to Railw:~ys as spares. The 
actual production by end of 1973-74 was 540 l3G and 148 MG 
locos; thus recording a shortfall in production of 63 BG and 
42 M 5  locos. The shortfall of 63 BG and 42 MG locos 
(105 locos) was for the years 1971-72, 1072-73 and 1973-73 

Productio- Targrts AcAual product'on 
Year - -- 

B G  MG Total BG MG TctA 

1973-74 . 106 60 I 60 62 , 3 3 95 - 
Total 255 145 400 192 103 295 

The above mentioned production during 1972-73 and 1973-74 was 
achieved with HELL supplies and balancing imports arranged: 
earlier. The equipmcnts ordered in March, 73 were. not 
received in DLW till after the financial year 1973-74. Reasons 
for short-fall in production in the years 1972-73 and 1973-74 
have been brought out separately." 

3.29. Justifying the heed for import of electrical equipment from 
abroad, the Financial Commissioner for Railways stated during evidence: 

"About two years ago when electrical equipment was ordered from 
sources abroad, there was a genuine difficulty in getting regular 
supplies at a given rate throughout the year from BHEL. F- -7 
when they gave supplies, they used to bunch them togethe- 
towards the end of the year. While this was the picture of' 
supplies on the one hand, DLW was also thinking of steppiag 
up the production from the present lev4 to a higher led.  
So, it was thoukt  that the only way to increase the productioo 



of DLW would be to get supplementary supplies from source 
other than BHEL. It was in that background that orders 
abroad were placed. When these supplies have materialised 
today, there are other constraints on the production of DLW 
and stepping it up, with the result that now we have some 
supplies lying in the inventories which are not being utilised. 
We, therefore, hzve to stagger the further supplies which are 
in the pipeline from Bharat Heavy Electricals." 

3.30. The Committee asked to what extent the shortfall in production 
in DLW was attributable to delayed supplies by the Bharat Heavy Electri- 
cals and whether there had been any 'improvement now in the suaplies. 
The Member Mechanical stated during evidence: 

"The Heavy Electricals' supply earlier was, if I may say so, erratic; 
but now it has quite improved." 

He added: 

"In 1969-70, for instance, a~a ins t  a promise of 104 they had sup- 
plied only 55 sets; again in 1970-71, against the 84 promised 
they supplied 77. So, it was only from 1972-73 onwards that 

there was a certain kind of stability in their outturn. They 
have outgrown their initial difficulties and they were able t o  
sup'& with some stability." 

3.31. On being asked whether in 1972-73 there was no delay in s u p  
plies from Heavy Electricals, the witness stated: 

"The only restraint was that they were bunching instead of giving 
regular supplies, that is, they were supplying towards the end 
of the year." 

3.32. In reply to a question whether such bunching affected the probuc- 
tion at DLW, the Member Mxhanical stated: 

"It did not really affwt production because, earlier, due to the un- 
certain supplies, we had built up certain alternative stocks. 
So, as a result of that, we were able not to allow the produc- 
tion to drop." 

3.33. The Committee mote that the first locomofive, wholly assembled 
at DLW came out in 1964. The original project report of DLW had en- 
visaged for attainment of an outhm rate of 150 RG diesel hcomo,Bve per 
anmm by 1967-68. TMs was based on the expectation of full incentive 
wortiag on double M, edequafe inetaIlatEon of macbery and plan! rs 



dasrbeavdhtbUtyoftherwlpliP.ed)igsaad6xtmw. IIOPrCIYBT,m 
produdion tnrgeis have not xet been attained tboagb some twelve ycPre 
Bave elapsed, since the commemememt of produdion at DLW. D d q  
tbe period 1963-64 to 196849, ageinst a target of 491 BG Iqcomotiws, 
ody 242 BG locomotives aanI 10 MG locomotives were produced. Tbs 

during this period involved n d y  150 per cent of the h t d e d  cap, 
city. F'urther, during the Fourth Plan period (1969-70 to 197374) lb 
Mtial target of 648 ~ocomotiies (430 BG and 218 MG) was scaled dowm 
to 550 locomotives (370 BG and 180 MG), and q a h t  the re* bug# 
d 550 locomotives the actual production was only 445 locomotives (W 
RG and 138 MG). 

3.34. According to the Railway Board the principal factors respondbk 
#or o & W  production programme not rnaterialising, were stated to hPrr! 
h e n  as fo4lows:- 

(i) Production targets incorporated in t&e Codlaboraods pro$& 
Report were intended for purpose of long raqp n ~ c ~ ~ e s  p'0- 
visioning but dhral production had to be regulated in accorrC 
ance with tbe orders for diesel tommotives ,placed by the Bogrd 
on BCW and the quantum and timiug of foreign exchange re- 
leased tor the purpose of importation of c.mpuncnts and raw- 
material etc. Placement of orders for diesel locomotives by Ib 
Board was done annually with due regard to, ml5dpted P 
crease in traffic 8: replacement p~ograname for steam locomrct 
tives. As regards foreign :exchange, ihs d e  and period d 
availability depend to a large d e n t  upon the a-ty d 
foreign loans/credi& and its W W o n  by tbe Govere- 
ment to ditferent deprPttm&/sectors. . . . 

(ii) In the production of diesel-electric locomotive, DLW9s own 
tribution is only about o n d r d  in value. AnoQher 44 per c& 
Bas to be contributed-by BHELjHEE. 'The re- a b d  
,hsif is from a .large number of incljgenoas v e d m  and fb 
balance by imports. Thus, locomotive pductkm at DLW 
is heady dependent on reguk  supplies of ptlrcbased d 

'(ill) me programme for introduction of kenfive wo~kiPg.bad to be 
Merred till 1969 because 'with locomotive orders placed um 
DLW, it could not be enstred tbt it would be possible to swb 
CAP the hipher rntcs of production in chicrcnt production 
tres that would be generated tbroagh h d v e  working. Hw- 
ever, with fonn&tlon of the Fourth Plan locomotive prad.cl. 
ffon targets, tbe picture became dear and wcrS coMected #h 

, introduction of incentive woriring was iotesrsiaied. 



, l t  IW ku beea baea& that "locomotive production at DLW was 
d&md by severai Enctors & DLW's control and a judicious com- 
promirre had slso to Be made betweeta tbe interst of locomotive prodlrcticut 
rrnd indigenous devdopnent. In LJie circumstances the practical course 
@ action was to maintain a dose wa!ch om developmeats dsing from the 
vari~us factors and continuously make adjustments lo yiield the optimum 
overall results. Till surh tohe as the maximum ratpd level of p r o h c i i ~ m  
at DLW is achieved and indigenous supplies planned regularly are materC 
alised, both DLW and its vendors would remain on a rising curve of pro- 
duction. Tbhr makes future planning difficult and in such an environme& 
set-backs become unavoidable." 

3.35. Tbe Cownittee are not impressed by these elaborate explanatio~~~, 
mgr are constrained to observe that there has been little, if any, justifica- 
lion for the under-&tion of he production capacity installed at huge 
cod to the country. Masional set-backs in production on account d 
fadom beyond the contrd of the DLW administration are understandable 
However, the coatinuow short!bll in production which in some years ws# 
of .the order of about 50 per ce0t of the installed capacity can only lead 
the Committee to coodude that the project was not planned as wel! d 
aretnny as it sbould have been. This is corroborated by the fact 
whtn in 1965, i.e. abonlt a year after the first locomotive rdlld out from 
tie DLW, tLe need was felt for diversifying production so that the mum- 

4 metre gauge Eoeomo(ives could also be u n d e .  R is si@- 
derupt Jse tM the introduction of incentive working had to be d e f d  
tlP 1969, bcarrse UIliB locomotive orders placed on DLW it codd nd 
b e c r r m r d t m i t d b e ~ t o e P a t a i n t f r e h l g b e r m d *  
tion t !  wodd be gmerabd tbagb inceatiw workir~g?' 

3 . 3 d A a t b ~ P a a g - - r t p o i . b o 8 t , t b e h r i t i a l F d P t r n t v g d  
d ~ l e c o r o ( i r a o w a S i . l 9 7 l ~ ~ t o S S 0 ~  ZwS 
t r p c t ~ b b s r s b e e m h P r l c r ~ t e F s k P r J r ,  1973, w h a 1 4 b  
e m o t n t s d J n L i s W + t b r t a g a i a e t * d e r t n r g d  
d 160 W l i v a  fff 1973-74, d y  140 1- w d d  W 
p-+htbrfyar, Agdnrttbtbvgaedprodadimof53Olocomo, 
h, tlm! h, to ny, only 445 1-ves were rctaPgy podseed at DLW 
brbaECtbt,f~*period. ~ ~ t t t e ~ y B o v J * -  
b l ' t a  pmbctbo in tbe kt 2 yeam i.e. 197273 sad 1973-74 d ~IIU 
F ~ ) i h a W b e e n ~ y ~ c t p h b o ~ ~ ~ c s a n d ~ - p o ~ ~  
prOelema Peading hd d d e d d m  of the Sssse, the Conmbe wopld 
~ t o b o r r ~ t b e p r o d a d i o r r t y O s b i n ~ t k ! ~ y c ~  W 
b a b r c b i c t i n ~ d ~ q ~ o r d i a s p l . a d ~ a ~ ~ w l p y t b ~ ~ d k n s r ~ o d  
ma-brb;chidrcorYytorWc. 



3 X .  The Railway Bomd have sought trrrther to emphah that the 
~borttalP in the attainment of overall tergets of DLW was mainly a#ribta- 
ble to mdxkted availability of foreign exchange as also serious constRdnbs 
oa resources. The Committee feel that had the targets bean redMad@ 
laid down and the requirements d diesd locomotives assessed on a more 
careful basis, the production at DLW would have proceeded more smooth- 
ly. With adequate advance planning, the problems now pleaded for failure 
in performance could have b m  better tackled. 

3.38. The Committee also find that as noted in a later section of fhis 
report, large quantities of imported stores were lyinp unusa at DLW. 
A huge scclrc.nulation d inventories, of which a b o l  32 to 50 per cent were 
imported items, has been reported Perhaps, therefore, the dearth of for- 
eign exckange was not the real problem that prevented the* attainment of 
production targets. 

339. The Committee were idormed t h J  the Railway have given serious 
thought to the adjustments needed to meet the situation created by the sharp 
hike in the crude o l  pries and have examined the measures that would be 
mitiatedl to d mquirements of diesel oil and the extent to which 
electric or stemu traction could therefwe be developed to meet the gowtb 
of tm5c in coming years. It is seen, however, that after taldng into ao- 
comt sll Felevant factors the Railways have reached the condusiop thd 
there can be no gdng back on the diesel idon pmpmme and tk po6q 
of trsctisa modernissbion throogb d i e d i d n  and eledrificption is to be 
conbinued. In view of this decision, the Committee w d d  urge the Rdk 
way Board to ddaw up the p l o d d o n  scbednles of DLW in a more eBEadSr, 
mmmz than hitherto and with aa eye to our future rquircmcnts. p d -  
~ k l t b e c o a t e r f o t t h e d e d s l a n O o ~ ~ r e m p l P s i e m ~ ,  
tiara. llbe Cornniltea would .Iso tike a proper p m p d v e  phi  to 'b. 
dram up for tLe ogtimam utilhtion d the trdslled -.at DLW W 
d o s e r ~ n ~ ~ h t B e ~ ~ o f s u p p $ . ~ ~ . ' I I T .  
Committee nn of the dew that after moie tlum a d d  of ibfaactkitiq, 
DLW &odd now be bn a podtion to ful!il hbsEeatiallg the coa4y's at-. 
pectatbae from'&. Howemr, in view d tbc erilicnl d t m h ~  em* i. 
reccPt years over $1 and oU prices, Goverament would do well to get tb 
e&e tsrPe d dhebt ion  emmined by a high power sad expert Colpaeril- 
tec. 



.. .. . . . CHAPTER IV 

INCENTIVE BONUS, IDLE TIME AND OVERTIME PAYMENTS 

4.1. Incentive Scheme was introduced in June 1969 'and by November 
1973 it was established in 89 out of 92 sections. 

4.2. An analysis of the monthly expenditure on incentive bonus and 
.overtime paymenb for certain shops during 1971-72 is given in Appendix 
XI. It indicates that the growth of incentive bonus and overtime payments 
was not often matched by a corresponding increase in production. In a 

?number of cases production remained even below the targets fixed prior to 
introduction of incentive scheme. 

4.3. Idl.: time as a percentage of directman-hours in the whole factory 
,was 3 per cent in 1970-71 and 2.7 per cent in 1971-72 against 1.1 per cent 
in 1969-70. During the twelve months of 1972-73, idle time ranged bet- 
ween 4.3 to 10 per ccnt of direct man-hours. An examination of the idle 
-time booked during 1971-72 in shops on incentive schcme indicated that 
average idle time booked due to lack of materials and tools was 25.09 
per cent of the total idle time. The idle time booked on 'rnisc.:llaneous 
account' was 22.66 per cent attributed to shortage of gas, shortage of 
grinding whzels, non-availability of crane drivers, drop in compressed air 
pressure, non-availability of fork lift drivers, non-availability of consu- 
mable stores like grease etc. ' It may be mentioned that booking of id*: 
time due to lack of materials and tools entails proportionate deduction from 
the incentive bonus of the charg:men/mistries, but booking of idle time 
on ‘miscellaneous account' does not affect the bonus of supervisory staff. 

I t  has been stated by the Administration that for stricter control, book- 
'itig of idle time on 'miscellanecxls account' has been abolished from 15th 
September 1972 and the booking is now under specified categories. 

4.4. Overtime paymcnts have also been going up steadily from 
Rs.70,577 in April 1971 to Rs. 1,44282 in March 1972. Total overtime 
payments were Rs. 8.75 lakhs in 1969-70, Rs. 9.43 lakhs in 1970-71 and 
Rs. 11.84 lakhs in 1971-72. The total wage bill for all the shops was 
Rs. 97.22 lakhs in 1971-72. 

4.5. The Ministry of Railways (Railway Board) explained that the in- 
centive scheme had not always resulted in a commensurate increase in pro- 



.duction, and idle time payments had also increasd because of the un- 

.satisfactory supply of indigenous forgings and components, both .as to quali- 
ty and time schedule. The high incidence of overtime was stated to  be 

.due to higher percentage of absenteeism and the need to make good the 
time lost in infructuous production of components which failed to pass in 

#.ha1 inspection. 
[Sub-paragraphs 9.15 to 9.19 of paragraph 9 of the Rzport of 

the Comptroller & Auditor General of India for 
the year 1972-73 on Railways.] 

4.6. The Committee were informed by Audit that under the incentive 
scheme a standard time was fixed for completion of each job by a worker. 
af the job was completed earlier, incentive bonus was paid at an average 
rate for the time sav.:d. It is, however, seen from the figures given in the 
Annexure to the Audit Paragraph that during 1971-72, in certain shops 
such as Shop No. 03 Welding Shop, Shop No. 6 Light Machine Shop and 
Shop No. 23 Truck Machine Shop, where the incentive scheme was work- 
ing, the incentive payments generally increased from month to month. But 
simult.aneously payments on account of overtime also registered heavy in- 
creases in the same shops. The Committee asked why there should be 
heavy overtime payments in the same shops and whether the productivity 
of these shops had really increased as a result of the incentive scheme. 
fn a note the Railway Board have stated: 

"Productivity does increase upon the introduction of Incentive 
Scheme to the extent that the workers earn bonus by saving time, 

thus improving their performance obtaining under non-incentive 
conditions. I t  would, however, be appreciated that man-power 

is only one of the factors of production and the actual in- 
crease in over-all productivity of the workshop will have to be 
dependent upon various other factors of production including 
the utilisation of manpower. Overall productivity of the works 

is, therefore, subject to many other constraints. While booking 
of overtimc in sections covered by Incentive working is gene- 
rally discouraged, wherever considerable man-days are lost due 

to a larg.: number of holidays, high incidence of absenteeism, 
non-uniform flow of material due to poor supply from vendors 
resulting in hunchin? of work, rejections due to material defects 
requiring either rectification or re-manufacture. power failure 
and unusual working conditions due to law and order situation 
in the area around DLW etc., overtime booking is perforce r e  
sorted to in interest of working upto the tarp:ted production. 
Productivity of man-power utilised under incentive conditions 

in  DLW has certninlv increased to the extent workshop emplo- 
. .  . yees saved time by earning bonus." 



4.7. It is also scm from the figures given in the Annexure to the Audit 
Paragraph that the extent of idle time has gone up in the same shops 
where incentive scheme had been introduced. In reply to a question whe- 
ther this implied that the production time saved by the operations of the 
incentive scheme had really been wasted away without being utilised for 
production purposes, the Railway Board have, in a note, stated: 

"Introduction of incentive scheme in a workshop inevitably intro- 
duced strict discipline with regard to all hoking of time in- 

cluding idle time which are constantly subjected to closer 
scrutiny so as to cnsure optimum utilisation of man-power. 

I Certain booking of idle time even under incentive co~iditions 
will be inevitable, due to various factors such as power f at. 'I ure, 
machine failure, human failure, delayed receipt of material 
etc. It is not that idle timc booking in the shops working under 
incentive conditions has gone up presumably due to the mtro- 
duction of the incentivo scheme. It will be more appropriate 
to state that arising out of the strict discipline inherent in the 
incentive scheme all ideal time bookings tend to get highlighted 
so that the management could take corrective action to the 
extent possible." 

4.8. Duting evidence before the Committee, the Financial Commissioner 
for Railways stated: 

"Incentive Scheme was introduced in late 1969-70 and the figures 
of 1971-72 are of early stages of implementation and ther.: was 
a time when these things were not properly integrated, there 
was no control on overtime. And now, one of the benefits of 
the Incentive M e m e  is this, that the idle time could also be 
co~ltrolled.~ 

4.9. It has been mentioned in the Audit Paragragb that 25.09 per cent 
of thr= idle time during 1971-72 was due to lack of materials and tools 
apart from idie time booked on miaellaneous account attributed to shortage 
of gas and grinding wheels and non-availability, of consumable stores like 
grease etc. In the next year 1972-73 the extent of total idle time ranged 
bemen 4.3 to 10 per cant of direct man-hours as against only 2.7 per 
cent in 1971-72. This leads to a conclusion that in many instances, ehe 
Died Locomotive Works Administration was unable to provide in time, 
adquate materials and stores needed on the shop floors. The Committee 
desired to know the reasons for this, and while pointing out that these 
were apparently hanagcrnenk failures, enquired about the steps taken to 
reduce the incidence of i& t h e  on these accounts. In a note, the Railway 
Board have stated: 

"An overall analysis indicates that the major reasons resulting in 
i& time comprised lack of materials of rquisite quality and 



at the required tint:; unbalanced supply of materials in inter- 
stage movement caused by defects in indigenous materials; key 
machines with sophisticated electronic/hydraulic controls sys- 
tem going out of order, inadequate supply of oxygen and Acety- 
line gases etc. due to supplier's failure. A constant surveillance 
of the causes is being effected with the objective of introducing 
remedial measures as feasible. Preventive and prophylactic 

measures are being taken by the DLW management as the situ- 
ation warrants. The accelesated pace of indigmisation from 
the initial 4 per cent to about 87 pkr cent in a short period and 
the dependence mostly on one developed and proven source for 
many components/materials, accentuates the problem which is 

outside the control of the DLW management. Multiplicity of 
sources is being developed but this will k.: necessarily gradual 
and time-consuming. Design changes, marginal modifications 
of specifications, quality control and explored, as necessary, to 
suit local and Indian conditions of manufacture and availability 
of raw materials and skills. There ar.: fiscal and techno-econo- 
mic conditions as a result of which the management cannot 
flood the shops with excessive supply of materials just to mini- 
mise idle time marginany; because there will be other inventory 

,carrying cost implications and adverse effect on profitability." 

4.10. It is seen from the Audit paragraph that the total overtime pay- 
ments in D.L.W. had b:en going up from year to year. Total overtime 
payments were Rs. 8.75 ldchs in 1969-70, Rs. 9.43 lakhs in 1970-71, and 
Rs. 11.84 lakhs in 1971-72. During evidence, the Committee pointed 
out that overtime payments should normally be resorted to in some shops 
only for completing jobs to feed other shops during the normal shift hours 
and, therefore, the overtilllo payments in some shops should be counter- 
balanced by their total absence in other shops. The Committee asked 
whether that was the pattern of overtime payments in D.L.W. In a note, 
the Railway Board have stated: 

"Normally, booking of overtime is according to the principle enun- 
ciated. However, the production schedule is disrupted on 
account of- 

1. non-availability of basic items like Oxygen/Ao9ylene gases 
and raw materids/forgings/castings etc. 

2. Time lost in rejections ot components during stages of pro- 
duction. 

3. Rreekdcnm of spedaGsed machinery. 
4. Unavoidsble bunching op tn the finishing stapes. 



5. Simultaneous proving-out of process wherever incentives are 
being introduced. 

6. Frequent interruptions in power supply. 
7. Heavy spurts in absenteeism of staff. 

On account of the above reasons, the normal pattern of booking of 
OT is thrown out of gear and the OT has necessarily to bq 
resorted to in various production and service shops in order 
to make up the arrears and to maintain continuity in produc- 
tions.'' 

4.11. During evidence the Member Mechanical stated: 

"In the past two or three years, because of disturbed conditions- 
very heavy absenteeism and so on-it was not possible to get 
the optimum work. Now overtime is nil." 

In the same context the Fina,ncial Commissioner for Railways stated: 

"When the heavy incidence of overtime came to our notice, a deci- 
sion was takcn to control it. After that, the DLW have been 
controlling it. It was heavy at a certain stage. Then orders. 
were issued from the Railway Board that the overtime allow- 
ance should never be more than 5 per cent of the wage bill. 
Under these orders, DLW have controlled the incidence of- 
overtime. Also they have been helped by the fact that the in- 
centive scheme has spread to all sections aml has covered a 

large number of men." 

4.12. Referring to the figures of incentive bonus, overtime payments, 
and idle time, as given in the Annexure to, the Audit paragraph, the Finan- 
cial Commissioner for Railways stated: 

"We accept those figures. . . .As I said earlier, at a certain stage 
the overtime incidence was rather high and in fact in 1972-73, 
there was a payment of Rs. 12,82,000 by way of overtime in 
DLW. Next year we took some action and it came down to 
Rs. 10,17,000. In the current year the haximum molthly bill 
of overtime has been Rs. 11,000 and the minimum Rs. 3,000*. 
Overall .in the year it looks it may not be beyond Rs. 1 lakh." 

4.13. The Railway Board had explained to Audit that tho high inci- 
dence of overtime inter alia was dJe' to the fact &at overtime had to be 



resorted to in view of the need to make good the time lost in infructuous 
production of components which failed to pass in final inspection. Asked 
what steps had since been taken to improve the quality of these c o m p  
nents, the Railway Board in a note stated: 

"DLW has a particular problem in regard to components being 
rejected during stage of final inspection because of the rigid 
quality control which is enforced to ensure the end product 
going out of the works being of the required quality and stand- 
ard of excellence. Most of the rejections are due to poor or 
defective material, and efforts are being made constantly witb 
feed back reports to vendors and continuous development pro- 
gramme to improve the quality of supplies. In those cases 
where thc rejected material can be used after rectification, the 
rectification work is done and the rejected material reclaimed 
for use." 

4.14. The Committee note that the incentive scheme introduced in 
June, 1969 had been established in 89 out of 92 sections of the DLW by 
November, 1973. However the analysis of the monthly expenditure om 
incentive bonus and overtime payments given in the Audit Paragraph re- 
vesb that the growth of the incentive born and overtime payments wm 
not matched by a corresponding increase in production. It is seen that the 
targets of production laid down after inboduction of incentive scheme for 
certain shops during 1971-72 have rarely been achieved. As a matter ot 
fact in certain shops such as 03 Welding Shop and 23 Track M a c h  Shop 
the production during cerhrin months of 1971-72 was mrrh below tbe 
targets set down prior to btroduction of incentive scheme. This shows that' 
the incentive scheme had really no impact on the productivii of different 
shops. 

4.15. It is further seen that the idle time as a percentage of direct m m  
burs  in the whole factory was 3 per cent in 1970-71 and 2.7 per cent in 
1971-72 against 1.1 per cent in 1969-70. Fmther bring the twelve monthP 
of 1972-73, idle time ranged between 4.3 to 10 per cent of the dim4 
mnhours. The Financial Comddmner for Railways stated during evC 
dence that the incentive scheme had been introduced in late 1969-70 and 
that the figures of idle time and overtime paymcnts of 1971-72 as given in 
(fie Audit Paragraph were not qwsentative as they related to the earlg 
stage of implementation of tbe incenthe scheme. The ComnWe tn6t' 
that by now tbe scheme had been well established abd they would like to 
know the impact of the incentive acheme on the wema prodnction bm tba 
DLW, during the lest three years. 

4.16. Another dga@cant point to be nticed i s  thst the peynrcnb om 
acamt of overtime in DLW bsd been rWng from year b year * tba- 
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'ktrodPction of tbe scbeme b 1969-70. The onabne pa- 
t 1969-70 were d tb order oi Rs. 8.75 trdrlrP. Thb - went upto 
'fC8. 9.43 lakhs in 1WO-71 nod touched the figure of Rs. 11.84 hkhs En 
1971-72. The Committee feel tiat overthne payments should n o d I y  be 
mmrtd to in some shops ody for completing jobs to feed other shops 
during the n o d  shift ham and therefore, the overtime payments in 
some shops should be counter balanced by their total absence in other 
shops. However, the trend of overt& paymcnts in DLW only indicates 
thst tbe production time saved by tbe opeation of incentive scheme had 
really been wasted away without being utilised for production purposes. 

4.17. The Committee would like the Railway Board to make a precise 
review of the incentive scheme particularly in relation to overtime pay: 
ments and idle time in shops. The result of such review should be h'tEmat- 
ed early to the Committee. 



CHAPTER V 
MATERIALS MANAGEMENT 

Audit Paragraph - 
5.1. The values of stores issued for manufacture and held at the end ot 

year in the last three years were as fo1Iows:- 

Year 

Balance 
at the 

Issues close 
of the 
Year 

(Lakhs of rup es) 

5.2. Purchase of stores during the three years 1970-71, 1971-72 and 
1972-73 were as follows:- 

Stores Stores Total Indi- Total Per- 
imported imported imported genously indige- cen- 

Year d~rect through stores purchas- nously tsge 
a ents ed* purcha- of in- 

infndia sed and dige- 
imported nously 

stom purcho- 
sed 
storea 

to total 

(lakhs of rupees) 

*These are purchases in India. Of thcse the electrical equipmmts pccounting f& 
'&out 44% of the value of~eoch Locomotiw have substrntial import contenm. 
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It  would be seen from the above that overseas purchases in 1971-72" 
and 1972-73 were about double and three times respectively of those in, 
197017 1. In 1972-73 indigenous purchases were also substantially more 
than in the previous years. The result has been that at the end of 1972-73. 
Diesel Locomotive Works was holding stores worth,Rs. 7.54 crores, the 
highest level so far. In the absence of sufficient storage capacity consider- 
able stores were lying in the open (September, 1973). The Railway Board 
considers the current level of inventory holding as reasonable in the light 
of difficulties in procurement of indigenous and imported stores. 

5.3. Rupees 32.15 lakhs worth of locomotive items and Rs. 31 -16 
lakhs worth of other items have been lying in stock for two years and more. 
Tools worth Rs. 18 lakhs were also found surplus to requirements. It was 
stated (January, 1974) that tools valued at Rs. 11 lakhs have since been 
disposed of. 

5.4. Computerisation of stores accounting and inventory control was 
planned in July, 1968 to be introduced in five phases. However, till Nov- 
ember, 1973 only the first phase thereof was implemented and thc second 
phase is expected to be completed by February, 1974. 

5.5. An I.C.T. computer was installed in 1965. In 1968 this was. 
replaced by an IBM computer whose capacity was increased in May, 1972. 

5.6. The monthly rental payable for the computer is Rs. 60,765 for a 
minimum utilisation of 176 meter hours of the central processor. The. 
average monthly utilisation during 1968 to 1972 has been as follows: 

Year Meter 
hours 

March 1973 179' oo 
- -- ----- 

5.7. By October, 1973 the usage had gone up to 210 meter hours. It! 
m y  be mentioned that the computer can be utilised upto 400 meter hours. 



in a month, the usage beyond 176 meter hours charged on a concessionaf 
basis. 

[Subparagraphs 9.20 to 9.23 and 9.31 to 9.33 of paragraph 9 of tbe 
Report of C&AG for the year 1972-73 on Railways]. 

5.8. It is seen from the Audit Paragraph that the stores balances at the 
close of the years 1970-71, 1971-72 and 1972-73 had been continuously 
going up. The figures extracted from the Appropriation Accounts of Rail- 
ways in India for the year 1974-75 also reveal that stores balances during 
the years 1973-74 and 1974-75 recorded further substantial increases. At 
the close of 1973-74 the balance of stores on hand was Rs. 8.70 crores 
and by the end of 1974-75 this figure had gone up to Rs. 9.74 crores. 

5.9. On being asked about the reasons why the balances of stores held 
at the close of each year had been increasing, the Railway Board have, in 
a note stated: 

'"I'he position a t  the end of 1973-74 is as under:- 

(Figures in lakhs of Rs.) 

I-Stores Ralances : 

Cap. 9310 Purch~se Imported 701.59 

Cap. 9320 Purchase Indgenous 546.16 

Cap. 9400 Sales . (-)ryoo 

Cap. 9500 Stock 932.22 

Cap. 9500 Stores ;n trans't . 7' 25 

Cap. 9500 Stock Adiustment A;c (-)69- 8 I 

Cap. 9600 W.M.S. 2883.74 

The increase in balance has been primarily due to lesser production of 
locomotives in the years 1972-73 and 1973-74 as compared to the anti- 
cipation oi production based' on which the procurement of material was 
made as also due to sharp increase in prices of electrical traction equip  
ment supplied HEIL/Bhopal. According to the production plan stipulated 
in Railway Board's letter of 20th May, 1971, the production was to bk 
422 BG and 85 MG by March. 1972, 512 BG and 130 MG by March, 
1973, 612 BG and 190 MG by March, 1974. The bulk orders ieceived 
by June, 1971 were for 572 BG and 170 MG. The actual production wab, 
however, 427 BG and 80 MG by March ,1972, 487 BG and 115 MG by 
March, 1973 and 541 BG and 148 MG by March, 1974. Thus there was 



a drop in production of the order of 25 BG and 15 MG locomotives by 
March, 1973 and 71 BG and 42 MG by March, 1974. The scope for 
substantial reduction in quantity covered by purchase order is limited 
because: 

(a) Commitments have already been entered into for long lead 
items like traction equipment etc; 

(b) for many critical items of stores required for production, there 
are just one or two limited sources of supply in India; and 

(c) There is bunching of supplies/deliveries by certain major s u p p  
lien including public sector undertakings in the last quarter 
of financial year ending 31st March against which payments 
before that date fall due and get liquidated. 

(d)  For the same quantityhumber of materials/components, due 
to the impact of inflationary trends, value balances register 
increase. 

Improvements in the position is expected by 1975-76 as a result of a 
series of action taken in 1973-74. It may be mentioned that lead time for 
material procurement is about two years." 

5.10. Referring to the inventories position, the Financial Commissioner 
for Railways stated during evidence: 

"The inventories are rather heavy. The position is not satisfactory. 
That is because while we were placing orders on the DLW 
to enable them to buy long lead items, in the actual producc 
tion there was a shortfall leading to the accumulation of in- 
ventories. That in simple language is the position. Now, wa 
could make use of the accumulated inventories to boost the 
production. At this time, a decision has been taken to slow 
down the production because of other constraints. Now, the 
only way to regulate the inventories now is that we do not 
place further orders till the inventories have come down to a 
reasonable level." 

5.11. From the figures given in the Audit paragraph it is seen that 
percentages of total imported stores to total purchases in 1970-71 was 
31.69 percent, in 1971-72 was 50 per cent and in 1972-73 was 46.1 1 per- 
cent. Further the overseas purchases in 1971-72 and 1972-73 were about 
double and three times respectively of those in 1970-71. Similarly, in 
1972-73 indigenous purchases were also substantially more than in the 
previous year. The Committee enquired why should the increase be so 
higb particularly in the light of the fact that production in 1972-73 and 



1973-74 was much lower compared to 1971-72. In this connection, the 
Railway Board have, in a note, stated: 

"The overseas purchases are determined some two years in ad- 
vance of the physical outturn. As such the procurement of 
imported stores was related to projected production targets 
from which it will be clear that these targets over 1970-71 
increased by 157 percent and 200 percent m the two succes- 
sive years. 

Production Projected Percer rage Aaual 
Purchase year year Production increase Production 

Target from 70-71 
target 

Thus the actual production achieved by March, 1973 could not in- 
fluence the decisicn for procurement for 1973-74 as these 
orders were placed some time in the third quarter of 1972. 
Thus only at the stage of further ordering in 1974-75 will it 
be possibls to apply the necessary adjustments. 

A further reason for the imported purchase increasing in 1972-73 
was due to the continued shortfall in H.E.I. supplies ex- 
Bhopal necessitating the import of 54 loco sets of electric 
traction equipment from I.G.E. 

The increase in indigenous purchases during 1972-73 was more 
due to retrospective increase in price of Traction equipment 
of HEIL/Bhopal for supplies on and from 1st June, 1971 by 
about 50 per cent (Rs. 3.45 lakhs to Rs. 12.70 lakhs) as also 
escalation payments to HEIL/Bhopal, on traction equipment 
now accounts for about 44 per cent of the loco cost. There 
were price increases in steel and other items stores as well." 

5.12. One of the results of the increased inventory holdings has been 
that because of insufficient storage capacity available, considerable stores 
were lying in the open. The Committee enquired why was non-availability 
of covered storage capacity not taken into account at the time of procure- 
ment of stores. The Committee also pointed out whether the accumula- 



tion of stores was not indicative of over-indenting. In a note, the Railway 
Board have stated: 

"In the initial factory lay-out, the Project Estimate prepared after 
the halisation of the collaborator's recommendations certain 
specified covered storage areas were provided. These were 
based Qn certain assumption of growth, production schedule, 
inventory holding material procurement prospects, material 
flow etc. Stores were also to be stocked in the Production 
shops as well. Available Storage capacity is being utilised ia 
the best manner possible. Sophisticated and costly items have 
since been get stored under sheltered and covered accommo- 
dation. 

As a result of erratic trends of supply, and factors outside the con- 
trol of management regulating the supply of imported and 
electrical equipment in the last few years, the earlier assump 
tions have gone away. The inadequacy of covered space has 
been further aggravated by shortfall in production in two suc- 
cessive years. The modified demand for covered accommoda- 
tion for keeping the incoming materials according to the 
latest trends has been worked out and necessary estimates 
therefor i.e., sheds for storage of Heavy Lift items, BG/MG 
components, Plates and sheets etc. got sanctioned. These works 
or in various stages of progress and construction at present. 
These works, when completed, will meet the requirements of 
covered accommodation, provided the present assumptions 
continue to be valid as a long term measures. 

The fact that considerable stores were lying in the open is not 
indicative of over-indenting. Excessive holding of materials 
consequent on drop in production and unscheduled and erratic 
delivery, have accentuated the space problem. I t  may be men- 
tioned that over the years, no significant losses have occured 
of stores kept in the open due to theft or deterioration, be- 
cause the security and other arrangements cover the entire 
factory area." 

5.13. During evidence the Committee desired to know what was the 
value of the items which were lying in the open. The Member Mechanical 
stated: "Rough idea is about Rs. 5 crores." In a note sulmquently fur- 
nished to the Committee, the Railway Board have stated: 

"As this issue arose in the context of the import of electricals from 
ICF, USA, the figure of Rs. 5 crores was mentioned as the 
approximato value of that particular contract and not exactly 



as the value of stores lying in the open. It is regretted that 
the sequence and context with reference to this figure of 
Rs. 5 crores, got mixed up during evidence." 

5.14. The Committee cailed fur the following details in regard to the 
:stores left in open: 

(a)  List of items left in the open. 

(b) Length of time for which these items were lying in the open. 

(c)  The value of these i tem in terms of foreign exchange. 
(d) Extent of loss or damage to these items as a result of being 

left in the open. 
(el  Reasons why these items were allowed to lie in the open, and 
( f )  The action taken, if any, against the persons responsible for 

this state of affairs. 

5.15. In a note on the subject, the Railway Board have stated:- 
(a) Details of material lying in the different gantries in the open are 

given below: 

(As on January I 5 75) 
. ---.-.--.- - - 

I .  Crankshaft MG . . a  I . .  30 NOS. 
. . . . .  2 .  DO. BG 18 J, 

3.  Traction Generators BG . . , . 23 9, 

Do. NG . . 4. 20 1, 

. . . . .  5 .  Gear Boxes 45 Y J  

. . . . .  6. Gear wheel . . 2 J J  

7 .  E.C. Clutch 4 .  29 J, 

3.  Other Mic. (Machineries) Steel Plates, sheets, Billets, . . . . . .  Rods etc. , .  8 Boxes 

9. Wheels, Axles & Tyres . . , . .  
19 

(b) The maximum period for which any of the above items are 
allowed to lie in the open is about 3-45 months. This is 
approximately the period when materials are drawn and kept 
as buffer stock. 

(c) The value of items listed above in foreign exchange is estimated 
at Rs. 3 crores. 



(d) No significant loss or damage has been noticed as a result of 
items being kept in the open. This is because the packing is. 
for Ocean transport in the case of imported for spares and is. 
not interferred with till material is required, for production. 

(e) It may be, mentioned that imparted materials are generally re- 
ceived duly packed in wooden crates with inside polythene 
paper packing and also coated with rust preventive, to avoid 
damage or deterioration due to sea or rain water during the 
transit of the material from abroad until they are received 
and stored at D.L.W. However, items such as crankshafts, 
gear, wheels, steel plates, wheels and axles etc. are stored 
normally in the open and to prevent their being affected by 
the weather conditions, they are protected by frequent coat- 
ing of oil or other N S ~  preventives. It is only in regard to 
materials such as traction generators and motors that certain 
amount of extra care will be necessary for protection against 
weather if they have to be stored in the open longer than 
necessary. This aspect has always been ensured in the past 
and also will be ensured for the future but in regard to the 
above particular instance in view of generally heavy stocks 
held at an earlier point of time vis-a-vis lower production 
levels, etc. longer storage of these items in the open could not 
be altogether avoided. Accommodation has been found for 
the items which have hitherto been kept in the open except 
small numbers of items 3 and 4 viz., traction Generators, 

which will also be taken under cover shortly. 
(f) As the contributory factors for excessive inventory build up, 

were outsidie the control of the management the question of 
fixing of responsibility does not arise. Further ordering has 
been controlled and taken into account physical stocks." 

5.1 6. During evidence before the Committee, the Membm Mechanical 
stated that stores remained in the open for about a year and when the 
Railway Board came to know about, it, action taken %om the Board's 
angle." . In this context he added: 

"The trouble was that the total order of equipment was for 135 
locomotives. When production fell down, the question of 
building up stores in the works came. If production had sus- 
tained to the level of the plan, this would not have arisen." 

5.17. On W i g  asked what was the loss suffered as a result of the 
stores lying in open, the Member Mechanical stated: 

"No loss actually. These are very well packed and almost sealed." 



in this connection the Chairman, Railway Board stated: 

"They are in packing cases hermetically sealed and provided w i t h  
silicon desicators inside." 

He further added: 
I 

"There is no reason why it should be kept in the open." 

5.18. According to the Audit paragraph Rs. 32.15 lakhs worth of 
locomotive items and Rs. 3 1.16 lakhs worth of other items had been lying 
in stock for two years and more. Besides tools worth Rs. 18 lakhs were 
also found surplus to requirements. The Committee asked about the rea- 
sons for stores worth Rs. 63.31 lakhs lying in stock for more than two 
years. The Committee also enquired whether stores were lying unused 
because they had become obsolete or had deteriorated and what action 
had been taken to investigate into the procurement of such unnecessary 
stores as also for their disposal. In a note, the Railway Board have stated: 

"The stores worth Rs. 63.31 lacs shown as non-moving for two. 
years comprise of- 

1972-73 As on Reduction 
1-8-74 

(Rs. lacs) (Rs. lacs) (R. lacs) 
(a) Loco items 32-15 11-30 20.85 
(b) Non-loco i terns . . 31.16 23-00 8.16 --- 

63.31 34.30 29-01 

As regards the Loco items, it is to be stated that none of these items 

The 

is either obsolete or unusable or deteriorated in any manner. 
The accumulation has occurred on account of advance procure- 
ment of materials keeping in view the original production 
schedules and the in-process lead items. 

Non-loco items include structural and other types of steels and 
tools which are left over from the construction phase and 
have either been disposed off by transfer to other Railways or 
are in the process of being used in the expansion phases of 
DLW. Of the tools, also, out of 18 lacs worth of tools ori- 
ginally surplus, 11 lacs worth of tools have been disposed of? 
and the remaining 7 lacs worth of tools are under disposaI.* - - 

*In a note dated 23rd July, 1976 the Railway Board have stated th. t the accretion and 
disposal of surplus tools is  a continuous pmess. The sorp!us tools et  the end of 31-3-76 w e e  
approx. Rs. 11.2  lakhs. As on date (14-7-76) the pwtion of tools lying surplus is Rs. 
8-87 lakhs. With efforts now being made, the balance under surplus tools is expected t o  
show an appreciable reductlm. 



There were some items rendered surplus mainly on account of cer- 
tain discrepancies in the various numberiag systems followed 
for stocking and also design changes rendering certain items 
of the assembly involved unavoidably surplus. 

To avoid such accumulation of surplus stores, an integrated pro- 
duction-cum-inventory control system has been introduced at 
DLW on the computer for periodical check-ups and adjust- 
ments to be effected. 

I 

It may be mentioned that the total value of issues during the three 
years 1970-71, 1971-72 and 1972-73 was Rs. 60.3 crores 
and mopared to this, the value of non-moving items of 
Rs. 34.63 lacs is not significant as it represents only about 
0.58 per cent. This is under constant review." 

5.19. The Committee were informed by the Railway Board that to 
avoid accumulation of surplu,~ stores, an integrated production-crrm-inven- 

-tory control system had been introduced at DLW on the computer for pe- 
riodical check-up and adjustments to be effected. During evidence, the 
Financial Comn~issioner stated: 

"This system formally came into effect from April, 1974 for the 
current year; that is with the help of the computer, both the 
production and the stores are inter-linked and a watch is 
k q t  conlinuously." 

5.20. In regard to the progress made in computerisation of stores and 
inventories, he added: 

"The entire stores system has not been computerised*. Part of it 
has been computerised. We have five stages of computerisa- 
tion of stores. Three phases have been completed and on the 
rest we are going on." 

5.21. The Committee enquired how does the progress in computeri- 
sation of stares accounting and inventory control in DLW compare with 
progress in the, two other Railway Production Units. In a note, the Rail- 
way Board have stated: 

"Computerisation of Stores wcounting and inventory control in 
Diesel Locomotive Works is progressing satisfactorily along 
with the other two Railway Production Units viz., CLW and -- 

' *In a note dated .opd Jgy, 1976, the Railway Board have infonned that the work re- 
garding computevisatton of inventory holdings (taking wer prlcc ledger) has been com- 
pleted. 



ICF. The computerisation programme of Stores Acmunt- 
ing and Inventory control is still to be completed in DLW and 
other Production Units." 

5.22. The Committee note that the inventories held by DLW have 
constantly gone up from year to year. Tbe inventory holdings at the close 
of the years 1970-71, 1971-72 and 1972-73 were respectively worth 
Rs. 5.40 crores, Rs. 5.94 crores and Rs. 7.54 crores. The inventory hold- 
ings further went up to Rs. 8.70 crores in 1973-74 and at the close Of 
1974-75 touched the all time record of Rs. 9.74 crores. A significant 
point to be noticed in this connection is that as much as 32 to 50 per cent 
of the total stores purchased by DLW each year consisted of imported 
stores. 

5.23. According to the Railway Board the increase in stores balances 
had been primarily due to lesser production of locomotives in the years 
1972-73 and 1973.74 as compared to the anticipation of production based 
on which the procurement of material was made as also due to sharp in- 
crease in prices of electrical traction equipment supplied by HEL/Bhopal. 
This only underscores the fact that production targets had not been rea- 
listically laid down and with the cutbacks in the projected production the 
availability of stores far exceeded the requirement. The Financial Com- 
missioner for Railways in fact deposed before the Committee that the in- 
ventories were rather heavy and that the position was not satisfactory. He 
also inrBomed the Committee that the only way to regulate the inventories 
was that further orders should not be placed till the stock balances had 
come down to a reasonable level. 

5.24. The Committee learnt that in order to avoid accumulation of 
surplus stores, an integrated production-cuminventory control system by 
computer had been introduced at DLW for periodical check-up and ad- 
justments to be made. However, the entire stores system has not been yet 
computerised, only three out of the five phases of inventory control by 
computerisation having so far been completed. The Committee urge that 
&is process which seems desirable should be expedited, keeping also in 
view Government's over-a11 policy of ensuring that computerisation does 
not affect the provision of employment opportunities. The precise pro- 
gress made in eradicating the evils of over-stocking may be intimated to 
the Committee. 

5.25. The Committee further note that one of the results of the in- 
creased inventory holdings has been that because of the storage capacity 
being insufficient, considerable quantities of such stores were even lying 
in the open. It was learnt that at one time stores worth Rs. 3 crores in 
foreign exchange has been lying in such precarious condition. Though it 



was pleaded in extenuation tbat tBe goods lying h tbe open had somebow 
aot SUtrBCBd any damage, the Colnmlttee cam104 be pemaded to accepct 
tbe plea and would reprobate what is clearly a kind of Iaxity on tbe pPst 
of tbe railway admidstrotion. TBe ChPhrman, Railway Board, was Mar- 
self good enough to concede that there was no reason for the stores t o  
have been kept in tbe open. The Commitke wouM We to be reassured 
on this p h t  and to be informed about the action, if any, taken to o b v b  
recurrence of snch unfortunate happenings. 



CHAPTER VI 
COSTS AND PRICES 

.Audit Paragraph 
6.1. The Table in Appendix 111 shows the trend of costs, cost by main 

components and return on grass block from 1963-64 to 1971-72. 
6.2. The selling price was initially fixed on the basis of base price of 

;a complete locomotive as given in the contract with ALCO. From the base 
price of components given in the contract in dollars, the present day land- 
ed cost of the imported portion is worked out applying the current rate 
of exchange; in addition, the value of indigenous components, suitably 
escalated, is taken into account and the selling price revised from time 
to time. 

6.3. During 1963-64 to 1967-68 the costs of production exceeded 
the selling prices; thereafter the selling prices have been higher. 

6.4. The costs of production per locomotive are shown below:- 
---- -- 

Proform chargest Total cost including 
D i m  costs* ( i . e .  indirect proforma charges t 

Year 
c h w e )  --------- ------- 

broad metre broad metre broad metre 
gaug? gauge gauge @We gauge gW?e 
locorn3- locomo- locomo- locomo- locgmo- looorno- 
tive tive tive t i  ve tive tive 

- -- --- .- - -  - -- 
*(Direct cost is prime crmt plus shop on-cost plus general on-cost plus freight chsrgc s 
+(Proforma charges ;n:luie exptniitut on a3min;strat:ve departments, gtn.e ad- 

-.m'nimatmn, contribution to prqvident fund, interest on capital outlay, dcprrcrntron orr 
.plan:%, bllildiqp, etc. ani other rniircct charges). 

@(Tnc cost does n;t in-luie the effect of the eschtion payment of Rs. 129.66 lrlrhs 
mr it t? H:wy El:cericds (I) Lim'ted during 1972-73 for supply of m r o n  quipmcat 

vat0 3rqt M l y ,  rprr. It also cxckies th: effxt of ~ n x d x s e  of Rs. 4.95 h k h s  in fhe price 
a? tr~::ioa equ'pn:n: for each lormxivc suppliell after 31st May ~971, rgreed tn J u r ~ c  
1972, to be mid to that uniertaking.) 



6.5. With increased production and consequent better utilisation of 
installed capacity the unit cost declines. It would be seen from the above, 
that during 1968-69 to 1971-72, the production cost of a metre gauge, 
locomotive declined by about 13 per cent. This was because of reduction 
of both direct costs a@d proforma charges. During those four years, the 
unit cost of 'production of broad gaugo locomotives declined by only 4 per 
cent. This decline was solely due to reduction in the proforma charges 
per locomotive. The direct cost of production of a broad gauge locomo- 
tive did not declined although that of a metre gauge had declined 
by about 8 per cent. 

[Sub. Paragraph 9.24 to 9.28 of Paragraph 9 of the Report of C&AO 
for the year 1972-73 on Railways] 

6.6 The Committee were informed by Audit that the average cost of 
p:oduction (excluding proforma charges) and the selling price per diesel 
locomotive at DLW for the years 1970-71 to 1972-73 were as follows: 

(in lakhs of rupees) 

Year 
Average cost 
of produdon 

Selling prices 

6.7. During evidence the Committee enquired whether the formula for 
the fixation of the selling price of DLW locomotives, which was initislly 
fixed on the basis of basic prices of a complete locomotive as yiven in the 
contract with ALCO, still held good. The Financial Commissioner for 
Railways stated: 

"Yes, it dors. When the project started.. . . . .it was then justified 
that the locomotive produced here would be cheaper than the 
imported one, and that is the formula which is still beinp np- 
plied from year to year. Whenever thc prices of D.L.W. 
locomotives are revised, that is a very important consideration 
which is borne in mind. Having done that. for some years we 
found that the D.L.W. had a credit balance in the Development 
Suspense Account, which means that the cost of production 
was lower than the transfer or sale price to the railways, an6  



this is where, broadly speaking, we can say that we have made. 
a n  economic use of our assets in D.L.W." 

"In the initial stages the selling price was lower than the cost of 
production, with the result that we held back some money in 
the Development Suspense Account of D.L.W. When produc- 
tion went up and also price revision took place, we started 
getting credit balances in the account. In 1971-72 our produc- 
tion went up from 57 broad gauge ~ocomotives to 70, whe~eas  
the selling price had been revised, taking into account the 
landed cost of the locomotive. which gave us a very large 
amount of money as credit balance. I find that the average cost 
of production was Rs. 22.59 lakhs in 1971-72, but the selling 
price was Rs. 27.54 lakhs, with the result that the D.L.W. that 
year had a credit balance after wiping out the ea:lier debits, 
that had a profit of Rs. 28.71 lakhs in terms of the broad' 
gauge locomotives, and this figure went on till such time as 
we received additional escalation claims from BHEL, snd 
after paying that, we have, at the end of March, 1973, a credit 
balance of Rs. 159 lakhs. We have taken advantage of that 
credit and not increased the price of D.L.W. locomotives 
while all the other import prices arc increasing, so as to wipe 
out this credit. The objective is that the benefit should go to 
the consumer railways." 

6.8. The Committee enquired whether an:? system of performance 
audit had been instituted to determine whether the assets of D.L.W. had 
been put to the best economic use. The financial Commissioner for Rail- 
ways stated in evidence:-- 

"We have this mechanism of the Development Suspense Account 
where the variation between the sale price and the cost of 
produdicm is held, and that gives us a fair idea." 

He added:- 

"As a management we are doing that, in eddition to the function 
of the Production Manager on the mechanical side, to see that 
the maximum and most efficient use of the assets is made." 

6.9. In a note subsequently furnished to the Committee, the Railway 
Board have stated:- 

"In regard to the utilisation of assets and their optimum economic 
use based on the actual performance, reviews are conducted 



every month. These reviews which are conducted in accordance 
with the various Code provisions and subsidiary instructions 
hued  by the Railway Board, inter alia cover:- 

(i) deployment of the man-power (earmarked for production of 
locomotives) on jobs connected directly with locomotivc 
production and other jobs; 

(ii) non-availability of man-power due to absenteeism, whose time 
etc. and the causes therefor; 

(iii) utilisation of selected and critical machines whose perfor- 
mance has a crucial bearing on production; and 

tivl availability of material, more particularly of the high valued 
and critical items. 

However, there is at present no integrated system of ''pcrformance 
audit obtaining at DLW." 

6.10. The Committee desired to know how precisely the prices of DLW 
products were determined and whether the comrne:cid practice of pricing 
of products had been thought of at any stage. In a note, the Railway Board 

:Lave stated:- 

"The work done in DLW can & categorised under three types:- 
(i) Miscellaneous work done for other Railways. 
(ii) Work done for private parties commonly referred as to 

"Deposit Works." 
(iii) Locomotive production. 

While in regard to miscellaneous work done for other Rail- 
ways, the actual cost is recovered from them by adjustment in 
the accounts, in respect of private parties, not only the actual 
cost but also tbe proforma charges and the portions of charges 
fo: interest and dividend and profit are also recovered. In so 
far as locomotive production is concerned, the Iocomotivcs 
are handed over to the various Zonal Railways and the transfer 
price fixed by the Board is realised from them. 

The prices of products of DLW are thus determined consistent with 
the system of costing followed. However, as pointed out above, 
an element of profit ctc., wer and above the basic cost 1s 
taken into account only for the pwpase of work .done for pat- 
ties other tban the Indian Railways. The 'Transfer Price' d 
diesel locomotires is, however, fixed from time to time by the 
Railway Board." 



6.1 1. A detailed note on the Costing System followed in D.L.W. fw 
nighed by the Railway Board, is reproduoad ia Appmdii IV. 

6.12. The Committee fSnd tbat the ~e l lhg  prices or the transfer prices at 
which DLW locomotives are hrmded over to the wrbm Zonal Railways ur 
bed by tbe Railway Board from tfme to time. These prices are detaahrea 
in accordance with a formula under wbkb the base price of a eomp&te 
locomative as &en in the codmct with ALCO is taken as the b w  far 
fixation of the &ling prOce of a IocomoPive. From the haw price of com- 
ponents $vea in the cMtrart in dollam, the present day landed cost of the 
imported portion is worked out, by applying the cncrent rate of exchang@, 
and the wloe of indigenous components 19 elso suitably escalated. The 
commercial practh of pricing of producQ which inter alia takes isto 
account an demeat at profit etc. over and above the basic cost h not fd* 
lowed for determining the transfer pice of diesel locomotive even tkoaab 
this prs~-9ke is being followed in DLW in determining the ~ d c e  of work8 
done for private parties. 

6.13. Tbe Committee feel tbat in view of tbe fwt that DLW is a cap 
tivc plant, the prices of wtrose products are determined by tBe same ageacy 
which reqairea &em, it is necessary that a more scientific system for e d w  
a t i q  costs b instituted Sucb a system shdd  enable the masageaftnt to 
know whetber tbe resonrces deployed am being properly d l h l  and also 
w k t h r  an sdeqaate return 3s scmhg on the capital invested. ?be Corn- 
mittee desire that tbe costing methods followed & the DLW may be re- 
exanbed wifh the requisite expert assistance and in cooperrrtion opitb thb 
Cost Accounts Branch of the Ministry of Finance. 



CHAPTER VII 

IMPORT SUBSTITUTION 
Audit Paragraph 

7.1. The basis on which the Diesel Locon~otive Works Administration 
works out the level of indigenisation is "the percentage of cost of compo- 
nents partly/fully deleted from import in relation to cost of complete loco- 
motive in dollars as incorporated in the collaboratio~l agreement with 
ALCO". A more appropriate method would seem to be to take thc' import 
content in a locomotives as reported through each batch cost and assess 
the extent of indigenisation attained. The percentage of indigenous con- 
tent on the above two bases are shown below:- 

Year 

As determ ned by From batch cost 
AdmInlstrat on reports 

broad metre broad metre 
gauge gauge gaugc WJge 

locomo- locorno- locomo- lwomo- 
f ive t , \ e  I . V ~  t i r e  

1968-69 80 . . 49' 5 26.5 
1969-70 ' Over So Ahout 60 69.1 46' I 

1970-71 Over 80 Over So 70' 5 61-4 

1971-72 86 Almost 86 71.6 77' 4 

7.2. It is also to be pointed out that the above percermges are on the 
assumption that purchases in India are wholly indigenous in content. The 
contribution of Diesel Locomotive Works to a diesel lccornotive is only 
about one-third. The rest are bought-out items. Heavy Electricals (India) 
Limited, Bhopal, and Bharat Heavy Electricals, Hardwilr, which supply 
traction motors, generators, control panels etc, account for about 44 per 
cent of the cost of a locomotive. To  the extent purchases in India have 
import contents, the actual extent of indipenisation would be less than that 
shown above. For example, the electrical equipmellts purchased from 
Heavy Electricals (India) Limited. Bhopal, and Bharat Heavy Electricals 
Limited, Hardwar, have substantial import contents, rln~ongst others, 
crank shafts, pistons, piston rings are still imported bj Dicsel Locomotive 
Works. 

[Sub-paragraphs 9.29 and 9.30 of paragraph 9 of the Report of C&AG 
for the year 1972-73 on Railways]. 



7.3, The Committee called for details of the total imports made by the 
DLW during the last 3 years and desired to  know the total value of the 
iniported components and the reasons Eor importing them. In a note, the 
Railway Board have stated:- 

"The imports made by DLW during the years 1971-72 to 1973-74 
of components for DLW's production and requirements of tools 
and machines spares was about $15.95 millim ($1 3 1  million 
for Tools and machine spares). The figurcs are based on 
foreign exchange releases made during these 3 years and are 
inclusive of cost, insurance and freight. 

These components etc. had to be imported because the:: had not 
been developed indigenously. The major items which corn- 

, prise of value of over 90% of the import cost are crank- 
shafts, turbo-super-charger items. cylinder heads cylinder 
liners, pistons and rings, air exhaust valves, tri-meal bearings, 
exhaust manifold and governors etc. 

Tn addition, we will have to impdrt a number of small low value 
items such as special steel hardwaies. e~ecial  high pressure 
fittings etc. as well as small quantities of spscial alloy steel 
because they could not be developed indigenously for various 
reasons such as highly specialistd t c c h n ~ ~ l o c ~  and low orf-take 
etc. For the same reasons we have had to imrort certain special 
purpose-machinery spares and tonling%" 

7.4. Thc C'on~mirtee desired to know the steps bcin_c taken to delelop 
Indigenously the items still being imported viz. crankshafts, pistons. pistm 
rings etc. A note furnished by the Railway Board in this connection 
is reproduced below: 

"Status of indigenous development of hard-core items is os under:-- 

(MG $ 6000 per loco approx.) 

This item is under development with HECfRanchi. They have indi- 
cated that about 10 pieces of BG Crankshaft \\.ill be deliwrrd hv March, 
1975. l h y  have also advised that during 1975-76 m e q .  effo; will be 
made to deliver 66 crankshafts. 

2. Cylinder Head (BG $3360 per loco) 
M/s. Shivaji Works have so far supplied 32 Olinder heads in nll but 

only one number has passed the final water test. No supply has k n  
received from the firm after April, 1974. All the 6 Cylinder hexis received 



bola M/s. SLM-Maneklal failed in hydraaIic test. No supply has been 
racEivixi from the firm since March, 1974. From CLW 130 nos. Cylinder 
heads have been received of which only 15 nos. have been finally accepted. 
The item is not likely to be deleted before 1975-76. 

3. Cylinder Liners: (BG $ 1  300 per loco) 

Some indigenous supplies have been received but they are not sufficient 
to meet our requirements. The position of supplies for this is as under: 

( i )  SLM-Maneklal-of the 74 Liners received 14 were finally ac- 
ceptod. The, last supply of 10 nos. was received in October, 
1974. 

(ii) SWaji Works45 liners were received in November, 1974 and 
were not accepted. Out of total supplies of 101 Cylindcr 
liners, only 24 have been accepted. 

(iii) Burn & Co.-Out of 28 Cylinder Liners supplied only 9 have 
been accepted. No supply has been received since July, 1973. 

iiv) Binney & C o . 4  far the firm has sup'plied two samples. Both 
of these have been rejected. 

(v)  Paranjpe-The film has so far supplied 60 liners which were 
accepted. No supply has been receive4 from the firm since 
December, 1973. 

(vi) C.L. W.--Out of 909 1 liners received so far 8 1 have been 
rejected due to mis-matching of the two halves of the casting 
and porosity and a total of 5 nos, have been accepted so far. 

The item is expected to be partly deleted from 1975-76. 

4. Bimelal and Trimetd bwrings ($1735 per loco) 

Indigenous supply of bimetal bearings have commenced and they are 
being deleted from import. 

For Trimetd bearings there has been no further development and 
M/s. Kirloskar Oil Engines have yet to develop the know-how to manu- 
facture trimetal bearings with the lead tincopper overlay reuired by DLW, 
These are expected to be developed during 1975-76. 

5. Goverllcns (BG $3204 per loco) 

Indigeclous deveiopmnrt is expected to materialise during 1975-76. 

6. Turbo Super charger 720AI (BG $ 6000 per h) 



Development with HAL Bangalore is in process. The position of 
dcveloprnent through other sources is as under:- 

(A) Alloy Grey iron Casings 

(9 

(ii) 

f iii) 

Best 8 Co., Bangalore--Samples of intermediate casings have 
been rejected. No samples for Turbine casings been received 
since April, 1973. 
C.L.W.-Turbine casing& far 15 casings have been receiv- 
ed from C.L.W. Of these, 11 were rejected, two have been 
fitted and two more are under processing. 

SL M- Maneklal 

f a )  Intermediate ~ming-Against an order of 100 nos. placed in 
March, 1973, the firm has yet to cast an accrp'able sample. 

- (b) Turbine casing-an order for 100 nos. was placed in June, 
1973 but no sample has been received from the firm so far. 

(B)  Water cooled gas inlet casing ( B G )  

(i) An improved sample of water cooled gas inlet casing was re- 
ceived from Western Railway. Ajmcr in December, 1974 and 
the same has been taken up for machining. 

(C) Special forgirtgs and casings: 

(i) HAL supplied 8 impellars and these are under fitment on broad 
gauge burbosuper charger. 

(ii) Turbine discs and buckets: 

Recommendations of High Level tender com,nit:re are under fin& 
sation for placement of alternative cwdcr on BFC or WG 

Forge. 

(iii) Nozzle Rings-This is still being devclopecl by flAL. In the 
meantime M/s.  Knnthal/Poona and MIS. Perfect Engineering 
Products Pvt. Ltd . Thana have evinced interest to c a d  
N o d e  rings for BG and MG turbosuper charges. 

7 .  Turbo Super charger 350C (MG) 
Alloy Grey Iron castings (Main casing)- 

The position of development is as under:- 

( i )  SLM-Mumklul-No samples have been received from the 6- 
ewn though an order for 100 nos. was plnccd in March, 197% 



The finn has been requested to expedite the development of 
this item. 

(ii) C.L.W.-Prototype samples are yet to be received from C.L.W., 
with whom the pattern for the main casing is available. 

8. Exhaust-Manifold (BG $2854 per loco) . 
(A) B.G. The manufacture is being undertaken by BHPV, 

Visakhapatnam. Supplies of imported expansion bellows re- 
quired for the manufacture of broad gauge exhaust manifold 
has been received at Calcutta Port and are under clearance. 
Meanwhile BHPV has already manufactured one section of 
main pipe as well as the bent branch pipe out of mild steel 
sheets to prove out their bending lies and fixtures. They are 
awaiting supply of bellows before manufacturing a prototype 
exhaust manifold out of stainless steel. 

M.G. One of the two pipes of M.G. exhaust manifold ha9 

already been developed indegenously. The other pipe is yet 
to be cleared from bulk production. Samples received from 
M/s. Mukund Iron and Nittin, Bombay were found to have 
some dimensional errors. These have been explained to the 
firms and fresh samples are expected soon. 

9. Pistam ($ 2880 per loco) 

The development is being pursued with M/s. Escorts who are to set up 
a Plant in the country in collaborntion with MIS. Mahle, West Germany. 
The Cnp5tal Goods Committee has already ckared their application for 
import of machinery. Their application for in~pon Kcence has been await- 
ing release of &man Credit. M/s. Escorts have indicated that they will 
take two years from the date of issue of import licence to come up with a 
prototype sample. 

10. W m d w d  Governur-MG ($2000 per loco) 

There are no immediate prospects for indigenous development of this 
item in the near future. 

1 1 .  Air arul Exham Valves ( ($700 per loco) 
Machining capacity has beea established in India for finishing irnport:d 

forings. M/s, Inex Valves have been licenced to manufacture valve forp- 
ings as well as machine thCm in India. However. the firm is yet to import 
capital goods. DLW is in close liaison with the firm to expedite dcvc- 
lopment of the item. 



M/s. Shama Engine Valves had advised that they would be supplying 
prototyp: sample in December. These have not been received as yet. 
The firm has been reminded to expedite submission crf the samples. 
12. Vdve Seat Inserts ($ 680 per loco) 

Prototype samples have been received and it is expected that valve 
scat inserts will be partly deleted from import during 1975-76. 
13. R d a t w  Fan. 

M/s. Keymer Bagshaw, Calcutta have now informed that they have now 
been able to rig up the spin t a t  bed. Test results of their prototype are 
awaited. 

MIS. Suburban Engg. Works, Calcutta have submitted another sample. 
The same has been found to conform to our requirements. They have 
been requested to improve their samples. 

14. Snubber Assembly 

M I S .  Bharat Udyog/Varanasi have supplied samples components of 
Snubber Assembly submitted by the firm were found to b: not conform- 
ing to DLIW's requirements. The firm has assured that improved samples 
will be submitted by January, 1975. 

Detailed position of indigenisation of the major items has been given 
above. 

The items which are still k i n g  imported belong to the category of hard- 
core items which require special facilities to be set up by indigenous manu- 
facturers before they can underlake their development. 

A Reviewing Committee has been set up by Railway Board which meets 
regularly to check the progress made in indigenous development." 

7.5. Subparagraph 9.29 of the Audit Paragraph brings out disparities 
between the percentages of indigenous content as determined by DLW and 
as computed by Audit from batch cost reports. According to Audit, the 
later figures, which are based on actual documents were mare realistic 
than the figures worked out by DLW administration with reference only 
to components deleted from import. The Committee asked why could not 
the DLW Administration also follow the procedure of assessing indigenous 
content from batch cob$ reports. In a note, the Railway Board have 
stated :- 

"The target set for indigenisation at the time of undertaking thc 
rnanufactur.: of Diesel Electric Locomotive in DLW was on the 
basismof the imported cost of a locomotive as appearing in the 
DLW's collaboration agreement with Alco Products Ind., 



U.S.A. The total value of the imported components expnmcd 
as a percentage to the total cost of the lacomotivc then rep* 
sented the 100 per cent import. As and when the individual 
components get indigenised the deletion Prom import of the 
value of such components indigenised expressed as a percentage 
a€ the total value of loco indicate the percentage of the indi- 
genisation of tho comw-nents, as the value of components still 
on the import list expressed as pacentage of total value of the 
locomotive represented percentage of imported content in loco- 
motive. Once all the components going into a locomotive get 
indigenised the value of all such components will get deleted 
from the import list thus reflecting 100 per cent indigenisatiotl 
like the 100 per cent import indicated above. 100 per cent ot 
indigenisation will thus be achieved irrespective of the cnanges 
in the value of individual components as also total cost of the 
locomotive from time to time resulting from price escalation 
etc. 

The percentage of import content reflected in the loco cost 1s 

with reference to the total cost of the locomotives as determlnecl 
by DLW and the landed cost inclusive of importation charges 
for the components in the import list. Accordingly th.2 yercen- 
tage of indigenisation to be expressed with reference to thz 
figures so reflected in the loco cost will not represent the true 
picture as the lesser cost of manufacture of the Iocomotive at 
DLW taken as th.2 basis for working out the percentage of the 
imported components at the landed cost at present day price 
will be on unequal base date. If the landed cost of the compo- 
nents going into a locomotive manufactured by DLW is taken 
for determining the import content, the landed cost of the com- 
plete locomotive should also be worked out faking the price 
escalation from time to time at which payment for the indi- 
vidual components is made and in that case, the percentage of 
imported content will not be dirn.:nsiondly different from the 
percentage of imported content worked out wiih reference to 
the original cost of the components and the total locomotive. 
Further, the variations in the cost of indigenised components 
including DLW'c efforts will cause variation in the pexentap  
of import content even though there may be no variation in 
th.: value and volume of imported contents going into these 
locos produced by DLW. 

For the limited purpose of appraising the progress of indigenisa- 
tion, the aystem in vague at DLW is satisfactory and needs no 
modification ." 



7.6. .me Cbewdttee find thaj the of indigenous contmt iaw 
a diesel locolradhe as determined by the DLW admirrisfration works out 
C 86 in 1971-72 in the c a e  of a BG 1ocoleoth.e ~a almost 86 in the. 
same year in the caw of ,a MG loconwtha I this were so, it does not 
explain why the value of the stores imported is of thc order of 32 to 50 
per cent of the tortai purchases durhg 1970-71 to 1972-73. It is a h -  
presumed that the import conteats of the bought out items such as the 
elecMcaEs supplied by h HEIL/BHEL Pnd which account for about 44. 
per cent of the cost of a loconrotive, have not bcen taken into account 
while arriving at the percentage of achieved indigenisation. 

7.7. The Committee desire that tbe figures worked out by Audit and by 
the AQnfnisPtration be reconciled and a more scientific method which truely 
reports our progress in indigenisation be worked out. The Committee 
would very much l i e  to know clearly tbe, latest position in rcgard to thz 
indigenisation in DLW. 

7.8. During the years 1971-72 to 1973-74, DLW is reported to have 
imported components and spares worth about Q 15.95 millkms, l'hesc 
compoaen's etc., it is learn?, had to be imported for entirely unavoidable 
reasons, since they were not indieenomsly available. Tho major items 
which comprise over 90 per cent of the'import cost are crankshafts, turbo 
super-charger items, cylinder heads, cylinder liners, pistons and piston rhgs 
ctc. The Commiree were iaiormed that necessary steps had since been 
taken for the development of these items indigeilously. A study of tbe 
status of indigenous development of these items, however, reveals that fbe 
development efforts have been tardy and the rates of rejections too beavy. 
The Committee would like the Reviewing Committee set up by the Railway 
Board in this behalf continuously to monitor the progress achieved in this 
field. Thev would also emphasize that s ~ ~ k i i n e d  efforts must be made t o  
help incligenous manufacturers develop a technical base for the mano- 
f a d r e  of fbcsc h d - c o r e  items. 

H. N. MUKERJEE, 
Chairman, 

Public Amounts Commi4le~- 





APPEND) t IY 
(See paragraph 4- 2) 

Working of Incentizw Scheme in Cenarn Shops During 1971-72. 
-. -- - -- _ _-_____--- -- - -  - -- - - - 

Month 

. . - - - - - - 
April - - 
M ~ Y  - 
June - 
J ~ Y  
Aueust . 
Stptemlur . 
October . . . .  
November - 
Deamk - . . 
Jmury - 
F e w  ' 
Much . . . 

Shop No. 03 Weldlng shop 
7 -A--- 

Target. I-- Over- 
Before twe time 
i nccntive Bonue 
scheme4 
After 
i ncentive 
scheme- 10. 
Actual 
production 
(in loco- 
motive 
sets). 

Rs. Rs. 

4'95 379 3289 
5-23 601 3718 
5 '04 605 3408 
3'53 451 3040 
5-66 637 3552 
5-86 710 428) 
4.63 2 429) 
5-43 659 4258 
7'56 1048 4975 
6-10 943 7379 
4.36 1235 4437 
6-58 2180 4920 

Shop No. 6 Light Machine shop* 
.- - -,----- A--- 

Idle Target. Incen- Over- Id; 
time Befor: tive time time 

i ncentnre Bonus 
Scheme-7-32 
After 
incentive 
scheme-10.23. 
Actual 
production 
(in loco- 
motive 
sets). 

hours Rs. Rs. hours 

Shop No. 23 Truck Machine shop 
r---'------L--- 1 

Target. Incen- Over- Idle 
Before. tive time time 
incentive Bonus 
scheme-7-33 
After 

incentive 
scheme-10. 
Acts.ml 

- production 
(in loco- 
motive 
sets). 

Rs. Rs. hours 

---- -- - - _-_-- - - - - -  
*There arc two major shops. The ltght machine shop is one of them. Its staff complement is 275 artisans, 22 &=men, 

6 usisant shop superintendents and I shop supervisor. 



(See paragraph 6.  I )  

Trendr of costs, cost by main componentr and teturn on gross block 
(Thousand of Rupees) 

No. 1 Percen- Direct labour Direct material 
of tage costs costs ---------- ---- 
motv- ?pa- Am+ Per- Amount Per- 

Yeer ves- city, unt centage centage 
pro- ut-1.92- . of of 
duced tion total total 

a-j costs total 
costs) 

Rs. Rs. Rs. 

- - - --  
I 

Overhead costs Costs of jigs Total PIofit'Loss(--1 
and fixtures cost, 

(exclud- Per- Return 
Amount Per- 
. . cen- 

tage 
of 

Rs. Rs. 

2-0  Nil 

9-7 Nil 

3-7 Mil 

1.4 Nil 
1.0 N'1 

1-28 1-06 

4'2 3' 83 
3.8 2-88 

4'1 4'73 



APPENDIX IV . 
(See paragraph 6.1 1 ) 

Note on costing system in D.L. W. 

Costinp of Locomotives al D.L. W. 

Introduction:-The costing of locomotives at DLW is donc,'as a rule, 
on the basis of the provisions in the Manual of Cost Accounting introduced 
at these Works in June, 1964. 

The c'ost of production of locomotives etc. not only includes the expen- 
diture incurred on material and staff directly involved in production acti- 
vities but also expenditure incurred towards the maintenance and service 
shops and depnrtncnts, mludinp ~ h c  Administratiw Departments. 
Accordingly, all items of expenditure in Diesel Locomotive Works for 
materials, staff, consumables and maintenance and service charges are 
charged to production either as direct charges or indirect ch-ges except 
for the following items:- 

( a )  Expenditure connected with the various construction activities 
including cost of plant and machinery which are docable to 
Capital final heads or to Depreciation Reserve Fund (in case 
of replacement of assets). 

(b) Expenditure incurred on Deposit Works, i.e. expenditure 
which is recoverable from some other party. 

(c) Expenditure incurred on procurement of stores held in stock 
suspense for issues to various Shops and Departments and 
when required. 

(d) Expenditure incurred on procurement of any item for which 
allocation is not available at the time of accountal of such 
etp'enditure and which is accordingly charged to Suspense 
heads pending final allocation to the proper head. 

,The expenditure charged to production viz., expenditure on materid, 
staff, consumables and other maintenance and service charges are collected 
on one place, the Head of account operated being "IX-9600-Wotkshop 
Manufacture Su#nce Account". All items of receipts/cr& an aka 
allocation to this Head of Account. 



Object of Cost Accounting:-The object and scope of Cost Accounting 
in D.L.W. are as under:- 

( a )  To ascertain the cost of components, assemblies, com'plete 
engines and complete locomotives and other special jobs 
undertaken by D.L.W. 

(b) To ensure an effective control over expenditure on different 
elements of cost namely, material, labour and overheads. 

(c) To analyse and interpret cost data, highlight special features 
and present the same through Managerial Reports for informa- 
tion, guidance and necessary action at different levels. 

In order to achieve the above objectives. it is necessary, iizrcr alia, to 
collect and classify expenditure by shops and departments which constitute 
various units or cost centres for the pufpose of administrative technical, 
budgetary and cost control. Each of these Shops and Departmmts ( i .e .  
Cost Centres) have been allotted a specific Code number, so as to distin- 
guish it from other Cost Centres. and to ensure that expenditure incurred 
in regard to that p~rticular Cost Centre can h collected and consolidated 
under a specific Head. 

The expenditure incurred in various shops or departments (i.e., Cost 
Centres) is under two main categm-ies, i . e . ,  Direct expenditure and Indirect 
expenditure. The Direct Expenditure is that which can be identified 
directly with the product, both material and labour, while all other items 
of expenditure constitute Indirect expenditure. 

Ascertaining Cost of Producrio,rz:-With a view to collecting Cost data 
under different elements of cost viz., Labour. Material and Overheads, a 
Work order system has beell designed at D.L.W. This Work order sys- 
tem is an extension of the departmentalisation referred to abuvc wherein 
the Shops/Departments (i.e. Cost Centres) in D.L.W. have been given 
distinct Code numbers under this system. 

Standing Work Orders are issued for further classification of expendi- 
ture incurred by Shops and Departme,nts by various types, i.e., direct 
expenses for manufacture of locomotives, indirect expenses of shdp,  ex- 
penses on works chargeable to Capital etc. 

Work Orders are of two kinds: Production Work Orders including 
Special Work Orders for collection of cost of works or jobs in the shops, 
and non-production Work Orders, for collection of Indirect expenses which 
constitute Overheads, 



Production Work Orders are, designed to collect costs under various 
elements of cost, viz., direct material. direct labour and overheads and: 
mu-production Works Orders under various expense/receipt Nos. by 
different Shops and Departments. 

For collection of various items of Indirect expenditure, Expense Nos. 
have been allotted to record and collect such different items. Expense 
Nos. have been issued keeping ia view the various items of expenditure 

'Likely to be incurred and their relative importance. 

Similarly, Receipt Nos. are intended for record and eollectien of 
different items of receipts and credits which are taken in reduction of 
overheads. Receipt Nos. h a w  been issued keeping in view the various 
items of receipts and credits as also their relative importance. 

The Work Order system at D.L.W. therefore provides for the booking 
of the entire range of expenditure. 

Allocation of Prodlrction o f  Loromorivcs:-So far 7s production of 
locomotives is concerned, the Railwav Board ylaces the Bulk Orders c:n 
D.L.W. for different types of Incomoti~es with reference to the Rolling 
Stock Programme of the Railways. On receipt of these Bulk o r d m  from 
the Railway Board, these are split up into convenient goups  known as 
Batch Orders, each batch order comprising the number of locomotives 
generally conforming to a month's production. The bntch order now jn 
operation in D.L.W, comprises of about 10 locomotives each pncrally. 
The advantage of this arrangement is that the manufacture of hatches is 
com'pleted in gaps of approximately a month . nd the cost thereof is also 
available in successive months. 

Each Bulk Order receiwd from the Railway Board is given a s~ecific 
number. Similarly, a separate specific number is given to each of the 
batches thr,t together cmstitute the Bo::rd's bulk order, Under this iirran- 
gement, as mentioned earlier, appropriate Standing Work orders are releas- 
ed and booking of expenditure thereon consolidated which eventually f o r m  
the basis for completion of cost Report. 

The Diesel Locomotive being manufactured at D.L.W. is further split 
into three major categories-Engine, Chassis and auxiliaries. These three 
categories are allotted separate numbers for identification so that the ex- 
penditure on each of these categories can be collected separately. By 
adding the expenditure on these three categories, we get the total for 
the complete locomotive in the batch. 

As regards the indirect expenses, the same is distributed over the 
various production works undertaken in the workshops at a pkrdetennined 
percentage and this rate is reviewed from time to time, to ensure that the- 



amount so charged to the various jbbs is as close to tlie actual epeuditure 
cansistuting Indirect e,xpenditure. tot4 cost of the ~ocomotive tbw 
comprises the Direct expenditure plus the share of the Indirect expenditure 
. as overheads. 

In D.L.W. at present, a system of Batch Costing backed up by com- 
puterization of important documentdtabulations is being followed. 

'Through the Work Order system referred to above, collection of expen- 
diture under diiercnt elements of Cost viz. Direct Labour, Direct Stores 
and overheads is done batch-wise for which purpose the Workshop Gmeral 
Register is maintained work order-wise. The Workshop General Register 
provides the collection of expenditure on Direct Labour, Direct Stores 
and Overheads with reference to a particular batchlwork order from 

month to month. 
To facilitate work on comput*r, the various batch orders and ex'pense 

Nos. arc expressed in figures consisting of three barrels as under:- 
Batch No. Say, W/0 1 1 /O6; /OS/Oll/O6; 

The first barrel represents the nature of the job. 04 represents work 
on manufacture of engine while 05, the work on the manufacture of 
,Chassis. The second barrel, i.e., 01 1 represents the bulk order No. placed 
by the Railway Board. The third barrel i.e. 06 represents the batch 
order No. of the bulk order 01 1. 

Expense No. say, 01 /002/01; 02/002/ 8 1 ; 
01, i.e., the first barrel represents the indirect expenditure on produc- 

tion Shops. The second barrel i.e. 002, represents the expenditllrc cm 
pay and allowances of supervisors. The third bane: represents a parti- 
cular shop. In this case, 01 represents the Engine Shop. 

The first barrel i.e. 02 represents the Indirect expenditure of shops 
and departments which are not directly concerned with production. Tha 
second barrel 002 represents expenditure an pay and allowances of super- 
visors of such Shops and Departments. The third barrel, i.e. 81 represents 
the Departments, i.e. Electrical Deprtrnent. 

Various factory forms hsve been standardised for use in Shops in 
connection with production of locomotives to suit inter alia, release of 
production documental punching on Time Recorder Clocks and Mecha- 
nisation of Accounts on the Computer, completion of Managerial Reports 
and other cost date considered necessary. 

Compilation of Production Cost:-The various elemints of cost are 
. compiled briefly 2s under:-- 

(a) Materids.--The procurement of raw material, semi-finished and 
cdinishcd materials required for the locomotives under various specifications 



b based on .Cost and Detail @oak for the particular t y ~ r  of locomotive. 
lb total quantities of raw materials required under various specific~ions 
me determined by relating the quantity per loco with the riymhr of locp 
d v e s  on order and making an allowance for wastage. With regard to 
a m  item viz., rough, semi-5niihd and finisbed, the quantities are deter- - with reference to the number of pieces required per locomotive as 
pclescribed in the Cost and Detail Book, the nwnber ~f locomotivt on 
order and the surplus quantity of stock if any, the consumption of mate- 
rials for the production of various items is regulated strictly according to 
ths quantity prescribed in the Cost and Detail Book. This prescribed 
quantity is printed in the Production documents. 

With regard to consumables and other indirect materials, the produc- 
tion office fixes the monthly quota for the different sh* for each item. 
The shops are authorised to draw such stores within the prescribed quota. 
Any excess over the quota has to be countersigned by the Production 
Engineer as a special case. 

The vouchers on which the stock items are drawn show the batch 
order or the expense No. as the case may be similarly, for non-stock items, 
which are accounted for through the Receipt Notes, the allocation is 
available by batch or expense No. on such Receipt Notes. The Stocked 
items are priced at book average rates, average rates being struck at the 
time of every fresh receipt. Non-stocked items of stores are priced at the 
actual cost of the purchases. 

As regard the shop manufactured items, these are priced at estimated 
rates of manufacture. These rates are worked out by the estimating 
section on the basis of actual cost of com'ponents in respect of a few latest 
batches or by evaluating the quantities of raw materials prescribed and 
hours of variaus operations laid down in the process sheets as may be 
considered more suitable. These, rates are generally revirwed once every 
year. 

It will thus be seen that Direct stores for a particular batch order are 
booked through vouchers (i.e. Material Requisitions for raw and b a a  * 
materials and Workshop I s w  slips for finished Stores). These vouchetrr 
duly priced are posted in the Priced LCsdgers which haw been compute- 
r i d .  Thereafter a summary is made from thew vDuobers serd this d- s 
tutes the. Direct Stores charges for this particular batch order. 

(b) Labour Cost.-The production or manufacture of components 
and assembly of locomotives is normally undertaken in px&ction Shops, 
Service Shops are generally responsible for providing facilities and services 
to various production Shop and other d e p m n t s ,  rpd do oat U ~ Y  
nb&wti& ptoductim~ )oh me time spent each day by the arorkePs oa 
1071 LS-6 



various production shops is booked through. jbb cards and is allocated to 
the batch order or Work order concerned in case they are engaged a 
production activities or to Expen% No. in case of essential Indirtot 
workers. For allocation of wage for paid holidays, L.A.P. etc., the tims 
is booked not on job Cards but through Time Sheets. 

The valuation of the time so allocated is done on an average ratu 
which is worked out on a quarterly basis. As regards Workshops Super- 
visors and other than workshop staff, the ex'pknditure in such cases bemg 
not identifiable with any particular production work, is chargeable to 
overheads as indirect expenditure and is accordingly charged at the rate 
of actual payment. 

Since the evaluation of time spent by workshop labour is made on an 
average rate, small dillhence occur betwem the amount of actual pay- 
ment and the amount allocated to various work Orders/Expense Nos. 
Such differences are calculated at one place and are taken note of at the 
time of revision of the average rate applicable for the following quarter, 
differences at the end of the year being taken as overheads. 

The Labour force in shops combrises of (i) Direct Labour and (ii) 
Indirect Labour. Direct Labour is that which can be identified with a~ 
allocated to Production Work Orders straightaway. The Indirect labour 
is that which cannot be identified with any particular production job. 
The cost of such indirect labour, together with other indirect expenses ate 
required to be adjusted over production jobs, by a levy at p~determined 
overhead rates. 

The amounts of all wages and allowances passed in respect of work- 
shop staff are noted down in a manuscript Register maintained by the 
workshop Establishment Section. The total labour charges for each Shop 
as recorded in this register are compared with the total labour charges, 
allocated to various Production and Non-Production Work Orders and 
variations, if any, noted are adjusted. 

( c )  Idireci expenses or Overheads:-In addition to expenses oa 
laboui and materials which are allocated direct to jobs as ex'plained above, 
there are expenses termed 'indirect', which carmot be charged direct to jobs 
but which are included in the cost on certain equitable basis. Indirect 
expenses comprise both variable and fixed charges. Variable charges ate 
expenses that fluctuate in amount though not exactly in direct proportion 
to the volume of production but largely so and ia sympathy with it. 
Fixed charges are expenses that do not vary significantly or at all with the 
volume of production, 

The aggregate of all ind im expenses is termed 'ov~~rhead'. Tho 
overbead has been classified hi the following groups at D.L.W. for iacilftl 



of control and distribution over production:- 

(i) Factory Overhead; this comprises indirect expenses of produc- 
tion and Service shops; 

(ii) Administrative Overheads; this comprise expenses of Adminis- 
trative Offices etc.; 

(iii) Township overhead; This comprises expenses of Civil Engi- 
neering, Water Supply etc.; 

(iv) Stores Overhead; This comprises expenses on the Otfice at 
Controller of Stores etc. 

The Factory, Administrative and Township overheads are levied on 
production jobs at a predetermined percentage on the basis of direct wages 
excluding Incentive bonus. The percentages for factory overhead are 
worked out for each Production Shdp' separately, while a common percen- 
tage is worke,d out for the Administrative and Township overheads 
each for the workshop as a whole. A single percentage rate is also 
worked out for Stores overhead for levy on Direct stores. The predeter- 
mined overhead rates referred to above are reviewed periodically with 
reference to actual expenditure in order to ensure that the recovery of 
overhead is made in a manner which would leave as small an amount as 
possible as under or ovcr absorbed overheads at the end of the financial 
year. 

Cosr of Manufacture:-Tt will thus be seen from the above that the 
cost of manufacture of locomotives, including assemblies and components 
eoing into them, is classified as under:- 

(a)  Direct Labour, wm'prising- 
( i)  Incentive bonus; and 

(ii) Other labour; 

(b) Direct Stores; and 
(c) Overheads, comprising-- 

(i) Factory Overhead; 
( i i )  Administrative Overhead; 

(iii) Township Overhead; and 
(iv) Stores overhead. 

The total of direct labour, direct stores and share of Indirect Expend- 
ture or overheads thereon indicates the total expenditure incurred on the 
batch during the month. The totals of all the months during which work 
was done on that batch would show the total expenditure on the m u -  



facture of locomotives in that Batch. This total divided by the number 
af loc-vcs' in that batch gives tfie average cust per Iocomotive in tha4 
batch, 

Jigs & Fixtures 

Besides the above items of cost, the mst of jigs and fixtures which 
are gurchased/manufactured to cater to prodbction of a large number 
of locomotives are booked under a separate Special Work Order, A 
technical estimate of the total cost and the number of locomotives over 
which the cost should be distributed is made by the Production Office 
and as and when batches are completed, a proportionate cost for' jigs 
and fixtures is allocated to them. 

Proform Charges: 

There are certain charges which are termed as Proforma charges, which 
are only shown pkoforma in the Cost Report. These are: 

(i) Dividend. 
(ii) Special Contribution to P.F. or Gratuity. 
( i i i)  Share of cost of Railway Board, ADA1 (Railways) etc. 

(i ) Dividend.-Dividend charges are payable to general revenues at 
rates applicable from time to time on the capital-at-charge. Dividend 
accruing on the investment in D.L.W. is not debited to the Accounts of 
D.L.W. but is paid from overall Railway Revenues. The amount of divi- 
dend charges for a year, calculated on the capital-at-charge to end of the 
previous year plus half the (antici'pated) capital outlay for the year, 
however is distributed over the number of locomotives expected to be 
produced during the year and shown proforma in the Cast Report. 

(i i)  Special Contribution to P.F. or Gratuity.-Liability for special 
contribution to Provident Fund and Gratuity is calculated at 1/24th of 
the total salary and wages for the, year less the Estimated amount of 
payment during the year and distributed over the total number of loco- 
motives expected to be produced during the year and shown proforma in 
the cost report. This is a contingent liability for which due allowance is 
made proforma. 

(iii) Share of Cost of Railway Bomd, A.D.A.I. (Railways) eft.- 
Tba share of the cost of the Railway Board, A.DA.1. (Railways) etc., 

advised by the Railway Board every year, is also distributed over the 
tobl number Of locomotivw expected to be produced d u a g  the year d - thown p o f o m  in tbe oost report. This emnditure, as in the Case # 
hvidend, is also not chaigcd to the Accounts of 0.L.W. 



AS mentiwed esrlier, the $barges for al l  the three items &erred t@ 
above a e  not adjust& in the books of Accounts. 

Cost of Assemblies a d  Components.--The costs of locomotives as 
determined above is however not further broken down into cost of Asse* 
blies and cost of cornponeas. The system of costing of assemblies has 
not yet been introduced in D.L.W. As a trial measure, however, a begin- 
ning bas been made recently with the costing of two assemblies. A com- 
plete system of Assembly Costing can however be achieved only when the 
Incentive system is operative in all the Production shops in a full scale, 
which is expected by the end of this year. For successful costing of 
~ssemblies, the direct labour must be allocated only through job Cards 
and vouchers for material should invariably contain Cost of Detail Nos. 

Accuracy of costing.-As explained there are three constituents of the 
cost of production of loss and these are:- 

( i )  Direct Labour, 

(ii) Direct Stom, 

(iii ) Overheads. 

, ( i )  As described above. the direct labour charges are booked through 
Job Cards etc. 

The time recordd on individual cards is e-valuated at average hourly 
rates applicable to different categories of workmen. 

The summary of labour charges under various Production .Work ,O&rs 
as  culled from these documents constitute the direct labour charges. 

Similarly, the summary of Incentive bonus paid on individual cards 
constitutes the Incentive bonus allocable to various Work Orders. 

. , 

From the above it will be appreciated that so far as labour charges 
are concerned. there is hardly any scope for inaccuracy. 

Further wkther the total l abu r  charges allocated to various Production 
work orders etc. an accurate and correct or not is also ascertained by 
c ~ p a & g  the saw with the actual labour chmgs for each shop as 
mfw in e r  maintained in the WO-p EstabliBmcnt Section. 
*ker dB4ificagt vdatfom arc notiad, the same arc hmtipted and 
my@ wbik minor variations arc dfiated to d e m t  Expeare No. 
d c  $hops coxkcrand. 



The main reason for whatever variations is that the'labour cost booked 
to the Work orders is evalhated at  average hourly rates. But these rates 
are also reviewed every quarter and the unabsorbed difference between the 
actual amount of wages paid and the amount allocated to Work orders 
for one quarter is taken into account in working out the rates for the 
following quarter. Only the unabsorbed amount for the last quarter is 
adjusted to Under and Over charges-overheads. Thus in spite of the 
fact that average hourly rates are worked out for evaluating the time 
booked to jobs, the expenditure on Direct labour can be deemed to be 
fairly accurate. 

(ii) In regard to Direct Stores, as described above, the charges are 
booked through Material Requisitions for raw or basic materials and 
Workshop issue Slips for finished Stores. These vouchers duly evaluated 
at the weighted average rates are posted in Priced Ledgers and later a sum- 
mary is taken out from these vouchers which constitute 'direct stores' 
charges for various Production Work orders etc. 

Thus if the vouchers have been prepared correctly there is hardly any 
possibility of any inaccuracy creeping in the accountal of Direct stores. 
However since a few thousand components etc. go into the manufacture 
of a locomotive and these are transacted through thousands of vouchers, 
there is always a chance of some discrepancy arising on account of wrong 
drawals of materials, wrong allocation or mistakes in price. However, 
in order to obviate the above contingency, there is provision for 
However, in order to obviate the above cmtingency, there is provision for 
a check being made on the quantity of stores drawn before finalisation 
of the Cost Report for a particular batch. This check is known as 
Numerical-cum-Enancia1 Tally. Numerical-cum-Financial t d y  is made 
in respect of a few major items selected for each group of the locomotive to 
ensure that the debit for the major items has been correctly reflected into 
tbe cost of batch. Tbe Tally sheets contain the following details:- 

(a)  No. of sets for which orders were released; 

(b) Quantity rejected and returned to stock; 

(c) Quantity drawn from stock for final Assembly; 
(d)  Reference to Stores vouchers under which these materials 

were drawnlreturned. 

The Costing Section scnttinises these tally sheets with reference to 
Route Cards, Stores vouchers dc., and mureg that the debits for the 
total quantities have been reflected &to the cost of the batch. Thew 
tally sheets generally account for 70 pa cent to 75 per cent of the mate 



rial cost of a locomotive. In spite of this there can be occasions when 
some vouchers pertaining to a batch are transacted even after the Comple- 
tion Certificate for batch has issued or some adjustments are advised due 
to pricing of stores. But such cases are infrequent and also the amounts 
are not generally appreciable so as to vitiate the debits for direct stores 
to the batch order. 

Another instrument of check in ensuring correct debits for direct 
stores operating on D.L.W. is the maintenance of Drawal Books by Shop 
Progressmen for all items that go into a locomotive. This book shows 
the voucher Nos. and dates on which materials were drawn. This ensures 
that aU items are transacted for the correct quantities required for a batch. 

Thus it will be appreciated that it can be safely assumed that so far as 
Direct stores are concerned, the cost accounting procedure at D.L.W. 
ensures maximum accuracy. 

(iii) Overheads:-As explained earlier, the Factory, Administrative 
and Township overheads are levied on direct labour, and stores Overhead 
on direct stores at predetermined rates. 

The only factor which can lead to some inaccuracy in costing in this 
context is the application of predetermined percentages and not the actuals 
of indirect expenditure booked in accounts from time to time. 

But the overall effect of this procedure is to counter balance any 
inaccuracy that might have occurred because any over/under charges under 
overhead at the end of the financial year are distributed prorara over the 
batches then current. I 

(iv) Another factor which may be reckoned as loading to inaccuracy 
is that the cost of manufacture, of locos is based on the average cost pis 
batch of locomotives and is not determined separately for each loco. 

Apart from the fact that Law of averages would operate in the proce- 
dure optrating now, allocating all expenditure locowise will create di- 
culty in undertaking of jobs in the, shops working on Incentive as prepa- 
ratory allowance in that case will be required to be given for each piece 
of job instead of for a batch of locomotives as is the practice now. Be- 
sides there will be manifold increase in the work in Accounts OiIicq 
without ahy corresponding gab. 

Conclusion:-In view of what is explained abow, it can be safely 
assumed that the cnsting of locomotives at D.L.W. is as realistic as 
passibla. 



No.of Direct Direct 0;er- J!gs& T d  Profma  G: 
Year Locoe Labour material head F~xtum charges Total 

- 
B.G. LOCOS 

19634% . 4 X I  rqoo 33 5 I449 I53 1592 
W64-65 ' 18 14 1386 166 6 1572 382 1959 

r 965-66 . 39 22 1403 285 8 1718 306 2024 

1966-67 * 55 21 I401 277 25 I724 350 2074 
1967-68 66 32 1645 404 go 2121 361 2482 

1968-69 . 60 37 I757 418 40 2252 359 2611 

. 1969-70 ' 58 38 I730 420 40 2228 329 2557 

197S71 ' 57 42 I693 455 40 2230 342 2572 

1971-72 70 38 1 6 9  465 40 2236 257 2493' 

M.G. LOCOS 

1968-69 . JO 34 1541 354 25 I954 319 2273 

1969-70 ' 24 25 1426 260 25 1736 318 20% 

1970-91 I I 25 1368 309 25 I727 311 2039 

1971-72 ' 35 27 1396 333 25 1781 250 20316 

Note : 
+The cost for the ear (1971-72) is based on the cost of 54 BG W D M  Loow finalired 
to h: mt of ~ D M - r  Loa. tuned oxt during 1971-p. 

&'he cost for the ysor (I 71-n) is b a d  on the cost 15 MG YDM-4 Locos finalired 
m far out of 35 MO ~ D M - )  lomr amned out during 1971-72. 



Main conclusions/recommendations 

S. Page Miis t ry  concerned 
No. No. 

I x.13 Railways The main motivation for establishing indigenous capacity for p r k t i s R  
of diesel locomotives at DLW, Varanasi, was that the increasing tempo 
and pattern of traffic made it imperative to replace and/or re-inform steam 
traotion by electric or diesd traction. At that time, taking into aammt 8 
the capital exrendirurc invched in the setting up of an electriz traction 
system, thc time factor in cowtruction and the availab~lity of power, the 
balance (-I' idvanlagc was found to lie in going in for large-scale diewlisa- 
tion. However, in the context of the recent steep increases in prices of 
petroleum crude and the non-materialisation of the traffic targets visualised 
earlier, rethinking om the traction system and a reassessment of the require- 
ment ot dicsel locomotives has been urgently called for. In fact, as will 
be seen later in this report, a process of diversification has already been 
started at DLW with :I view to utilising the capacity rendered spare kcause 
of the scaling down of the tiltgets of diesel locomotives production. The 
Com~nittee wish that this diversification should not be attempted a9 a 
somewhat desperate ad hoc measure, but should form an integral part of a 



well-thought-out perspective plan for the utilisation of the infra-structure 
already created. The Committee would like to be apprised of the 
action taken in this behalf. 

Railways 

Railways 

The Committee observe that the choice of a collaborator for the manu- 
facture of diesel locomotives was limited to the U.S.A. as funds for pay- 
ment of technical fees and royalties in foreign exchange were reported to 
have been available ody from the U.S.A. i.e. loan from the Development 
Loan Fund (later known as AID) and the loans from the U.S. Export 
Import Bank. The choice was further restricted as no tenders were invited 
from the then available established manufacturers of diesel locomotives a, 

18 and the collaborator was selected on the basis of discussion held in USA 
in 1961 with American parties by the Chairman and the Financial Com- 
missioner of the Railway Board. This appears to be an unusual and 
unbusiness like practice which, in the absence of special justification which 
has not been forthcoming, the Committee cannot but deprecate, even 
though final decision in the matter appears to have been taken at the 
bighest level. Curiously, when the collaboration agreements were renew- 
ed after 10 years, the same parties vit., Montreal Locomotive Works, 
Alco White and Overseas Diesel Corporation, were again, almost auto- 
matically, ~Aected. The Committee would like to know if better terms 
could not be from elsewhere, and an elucidation of the entire position. 

It appears to the Committee that no design modifications have been 
spe&caIly  ma#^ for better performance by the diesel lo(romotives prodaced 



4. 2.9 Railways 

at DLW in the context of the recent steep increase in the price of petroleum 
products. At the same time it is learnt that there is scope for further 
improvement in this regard but a major development task of this sort can 
be carried out only with the aid of a strong Research and Development 
team backed by a properly equipped diesel engine testing laboratory, wfiich 
the Railways lack. The Committee would have thought that during the 
last 15 years or so of its existence the DLW had developed sufficient 
expertise to undertake vital R & D activities. After all, thc DLW cannot 
afford to look for all time to come towards their foreign collaborators for 
technical services and advice. The Committee feel that the difficult ways 
and means position of our Railways should not come in the way of develop 
ing a strong research and development team. 

The Committee note that the DLW Project Abstract Estimate sanc- 
tioned in 1963 had been only notionally closed with eifect from 31-3-74 
and as on January, 1975, out of a total of 484 sub-detailed estimates consti- 
tuting the Project Abstract Estimates, 13 sub-detai!ed estimates were yet 
to be closed. It is further seen that although the abstract estimate for 
Rs. 19,57,33,000 sanctioned in 1963 underwent two revisions, first in 1968 
and subsequently in 1969, the overall cost of the project remained the 
same. That the overall figure of Rs. 19.57 crores sanctioned for the pro- 
ject in 1963 remained unaltered even after twelve years during which there 
was a phenomenal rise in the general price structure, gives the impression 
that ab jnitio there must have been over-estimation of high magnitude. NO 
tangiMe reason for this lack of variation between the abstract estimates 



- -  - -- -. 
and the revised estimates of the project as a whole appears to have been 
forthcoming. It is dificult to credit the proposition tbat in the conditions 
that have prevailed in India, an estimate could be resilient emugh to 
absorb the shock ot changes in the price structure over a period d more 
than a decade. 

c. 2-IC Railways 

6. 3-11 Railways 

The DLW Project Abstract Estimate comprised of provisions under 
3 heads viz. Civil Engineering, Mechanical Engineering and Electrical 
Engineering. The Railway Board have explained that as the ~~nsbuctio~ 
progressed it became evident that the Mechanical Department would require 
extra funds. With a view to avoiding ~ u c h  extra expenditure, the require- 
ments for the civil and Electrical Engineering Departments were then % 
reviewed and certain savings effected. Such savings were facilitated by 
appropriate changes in the design and also on account of more competitive 
rates obtained in tenders. 

The Committee fail to see why the savings effected in the provision f a  
Civil Engineering and Electrical Engineering Departments in s u b s e v  
yean to make additional provisions for Mechanical Engineering Departmcrrt 
could not be visualised at the time of forda t ion  of estimates. This d y  
reinforces the Committee's impression that the estimates were not & t i e  
examined with reference to the Plans and programmes and that h e  war, 
for some apparectly unfathomzble reason, overestimation of l e  pro*- . . 
particulady in respect of Civii Engineering a d  Electrical 
Departments. The Committee regret to have to reach this 



7. 2- 12 Railways 

8. 3.33 Railways 

conclusion and can only ask that there should be a more careN and m&s- 
tic estimation so that the limited resources of the mtim are laid out in 
such a manner that the maximum benefit accrues. 

The Committee find that about Rs. 84.69 lakhs comprising, Rs. 41.38 
lakhs of imported equipment and Ks. 43.31 l&s inct igem m%chipes 
have been laid out on facilities for manufacture of spares at DLW. The 
explanation offered for the establishment of this capacity for spares is that 
the spares for diesel locomotives were sophisticated items, with acemate 
finish and close tolerances and such items were not available as finithed 
products from the trade. It has been further stated that depending upon 
suitable offers, some finished items were also purchased directly by Rail- 
ways from sources developed in trade. While the Committee agree that 
the requirements of specialised equipment have to be met without failure 
and delay they feel that efforts should have been directed towards en- 
couragement of more ancillary industries by placing orders on &em for 
the manufacture and supply of sophisticated spare parts. This would not 
only have subserved the national interest by giving a fillip to the growth 
of industry but at the same time could have enabled the DLW to concen- 
trate more on important activities. For example, the outlay of about a 
crore of rupees on the facilities for spares could haw perhaps been more 
profitably utilised for Research and Development had the industry been 
encouraged to meet the requirements of spares for DLW. This hpect of 
the matter may be born in mind for future planning. 

The Committee note that the first locomotive, wholly assembled at 
DLW came out in 1964. The original project report of DLW had en- 
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visaged the attainment of an outturn rate of 150 BG diesel locomotives 
per annum by 1967-68. This was based on the expectation of full incen- 
tive working on double shift, adequate installation of machinery and plant 
as well as the availability of the required jigs and fixtures. However, fun 
production targets have not yet been attaincd though some twelve years 
have elapsed since the commencement of production at DLW. During 
the period 1963-64 to 1968-69, against a target of 491 BG locomotives, 
only 242 BG locomotives and 10 MG locomotives were produced. The 
shortfall during this period involved neafly 50 per cent of the installed 
capacity. Further, during the Fourth Plan period (1969-70 to 1933-74) 
the initial target of 648 locomotives (430 BG and 218 MG) was scaled 
down to 550 locomotives (370 BG and 180 MG), and against the revised 
target of 550 locomotives the actual production was only 345 locomotives 
(307 BG and 138 MG). 

According to the Railway Board the principal factors responsible for 
original production programme not materialising, were stated to have been 
as follows:- 

( i )  Production tareets incorporated in the Cdlaboration's project 
Report were intended for purpose of long range resources 
provisioning but actual production had to be regulated in 
accordance with the orders for diesel locomotives placed by 
the Board on DLW and the quantum and timing of foreign 
exchange released for the purpose of importation of cornpa- 



heats and raw-materid etc. i)l.-ent a or& fn &l 
locomotives by the Board was done annually with due regard 
to anticipated increase in t r a c  and replacement pr-e 
for steam locomotives. As regards foreign exchange, its s a l e  
and period of availability depend to a large extent upon the 
avrzilability of foreign loans/credits and its distribution by the 
Central Government to difIerent departments/sectors. 

(ii) In the production of diesel-electric locomotive, DLW's own 
contribution is only about one-third in value. Another 44 
per cent has to be contributed by BHELIHEIL. The remain- 
ing, about hdf is from a large number of indigenous vendon 
and the balances by imports. Thus, locomotive production at 
DLW is heavily dependent on regular wpplies of purchased 
material. 

(iii) The programme for introduction of incentive working had to 
be deferred till 1969 because with locomotive orders placed 
on DLW, it could not be ensured that it would be possible 
to sustain the higher rates of production in dift'erent produc- 
tion centres that would be generated through incentive work- 
ing. However, with formulation of the Fourth Plan loco- 
motive production targets, the picture became clear and work 
connected with introduction of incentive working was intensi- 
fied. 

It has also been claimed that "locomotive production at DLW was 
conditioned by several factors outside DLW's control and a judicious com- 
promise had also to be made between the interest of bcomotive production 

. -- - 
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and indigenous development. In the circumstances the pradfcat course 
of action was to maintain a close watch on developments arising from the 
various factors and continuously make adjustments to yield the opthaawn 
overall results. Till such time as the maximum rated level of production 
at DLW is achieved and indigenous supplies planned regularly are motaia- 
l i d ,  both DLW and its vendors would remain on a rising curve of pro- 
duction. This makes future planning difficult and in such an environment 
set-backs become unavoidable." 

ra 3.35 Railways The Committee are not impressed by these elaborate explanations. 
They are constrained to observe that there has been little, if any, ju$tifica- 
tion for the under-utilisation of the production capacity installed at huge 
cost to the country. Occasional set-backs in production accolmt of 
factors beyond the control of the DLW administration are naBer5tandaMe. 
However, the continuous shortfall in production which in some years was 
of the order of about 50 per cent of the installed capacity can only kad 
the Committee to conclude that the project was not planned as ell and 
carefully as it should have been. This is corroborated by the fact '&at 
when in 1965, i.e. about a year after the first locomotive rdled out from 
the DLW, the need was felt for diversitying production so that-& manu- 
facture of metre gauge locomotives could also be undertaken. It is signi- 
ficant also that the introduction of incentive working had to be deferred 
till 1969, because "with locomotive orders placed on DLW it could not 
be ensured that it would be possible to sustain the hi#er rates of :gSd#c- 
tion that would be generated - through incentive working." 5 



As the Audit Paragraph points out, the initial Fourth Plan target of 
648 locomotives was in 1971 scaled down to 550 locomotives. 'Ibis target 
appears to have been further lowered in February, 1973, when the Railway 
Minister stated in his budget speech that against the earlier target of 160 
locomotives >lanncd for 1973-74, only 140 locomotives would be producea 
in that year. Against the targeted production of 530 locomotives, that 
is to say, d y  445 locomotives were actually produced at DLW during the 
fourth plan period. According !o the Railway Board the shortfall in 
production in the last 2 years i.e. 1972-73 and 1973-74 of the Fourth Plan 
had been mainly due to labour troubles and to power supply problems. 
Pending final determination of the issue, the Committee wodd like to know 
whether the production targets in the subsequent years had been achieved 
and all the orders placed on DLW by the Raidway Board were oow beiq 
cleared according to schedule. z 

The Pailway Board have sought further to emphasize that the s h o & H  
in the attainment of overall targets: of DLW was mainly attributable to 
restricted availability of lforeign exchange as also serious constraints on 
resources. The Ccunmittee feel that had the targets been realistially laid 
down and the requirements of diesel locomotives assessed on a more c d  
basis, the production at DLW would have proceeded more smoothly. With 
adequate advance planning, the problems now pleaded for failure in perfor- 
mance could have been better tackled. 

The Committee also find that as noted in a later section of this report, 
large quantities of imported stores wke lying unused at DLW. A huge 
accumulation of inventories, of which about 32 to 50 per cent were im- 





do well to get the entire issue of dieselisation examined by a high power 
and expert Committee. 

The Committee note that the incentive scheme introduced in June, 
1969 had been established in 89 out of 92 sections of the DLW by Novem- 
ber, 1973. However the analysis of the monthly 'expenditure on w- 
tive bonus and overtime payments given in the Audit Paragraph reveals 
that the growth of the incentive bonus and overtime payments was not 
matched by a corresponding increase in production. It is seen that the 
targets of production laid down after introduction of incentive scheme for 
ceaain shops during 1971-72 have rarely been achieved. As a matter of 
fact in certain shops such as 03 Welding Shop and 23 Truck Machine 
Shop the production during certain months of 1971-72 was much below 
the targets set d o n  prior to  introduction of incentive scheme. TI& shows 
that the incentive scheme had really no impact on the productiviv of 
different shops. 

It is further seen that the idle h e  as percentage of d h  m a -  
hours in the whole ifactory was 3 per cent in 1970-71 and 2.7 per cent in 
1971-72 against 1.1 Per cent in 1969-70. Further during the t w e h  
months of 1972-73, idle time ranged between 4.3 to 10 p& cent h e  
direct manhours. The Financial Commissioner for Railways stded during 
evidence that the incentive scheme had been introduced m late 1969-70 
and that the figures of idle time and overtime payments of 1971-72 as $ven 
in the Audit Pardgfaph were not r e ~ r e m a t i m  as tbey r e h d  to the early 
~ t a g c  of imp1ementation of the incentive scheme. The Committee tm that 
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by now the scheme had been wda established and they w d d  fikt5io know 
the impact of the incentive scheme on the overall production in the DLW, 
during the last three years. 

Another significant point to be noticed is thal the payments on account 
of overtime in DLW had been rising from year to year after the introduc- 
tion of the incentive scheme in 1969-70. The wettime payments in 
1969-70 were of the order of Rs. 8.75 lakhs. This figure went up to 
Rs. 9.43 lakhs in 1970-7: and touched the &re o m s .  IIX4 lakhs in 
1971-72. The Committee feel that overfime payments should normally 
be resorted to in some shops only for completing jobs to feed other shops 
during the normal shirft hours and &erefore, the overtime payments in 
some shops should be counter balanced by their tad absence in other shops. 
However, the trend of overtime payments in DLW oaly indicates that the 
production time saved by the operation of incentive scheme had reany 
been wasted away without being utilised for production purposes. 

The Committee would like the Railway Board to make a precise review 
of the incentive schcme particularly in relation to oveRime payments and 
idle time in shops. The result of such a review should be intim@ed 
carly to the Committee. 

The Committee note that the inventories held by DLW have con- 
stantly gone up from year to year. The inventory holdings at the close 
of the years 1970-71, 1971-72 and 1972-73 were respectively worth 



Rs. 5.40 crores, Rs. 5.94 crores and Rs. 7.54 crores. The inventory hold- 
ings further went up to Rs. 8.70 crores in 1973-74 and at the close of 
1974-75 touched the a3 time record of Rs. 9.74 crores. A significwt 
point to be noticed in this connection is that as much as 32 to 50 per cent 
of tbe total stores purchased by DLW each yeat consisted'of imported 
stores. 

According to the Railway Board the increase in stores balances had 
been primarily due to lesser productim of locomotives in the years 1972-73 
and 1973-74 as &npared to the anticipation of production based on 
which the procurement of material was mado as also due to sharp i ~ -  
crease in prices of electrical traction equipment suppliea by HEL/B~O~- I .  
This only underscores the fact that production targets had not been 
realistically laid down and with the cutbacks in the projected production 
the availability of stores far exceeded the requirement. The Financial 8 
Commissioner for Railways in fact d e w  before the Committee that 
the inventories were rather heavy and that the position was not =tisfac- 
tory. He also informed the Committee that the only way to regulate the 
inventories was that further orders should not be placed till the stack 
balances had come down to a reasonable level. 

The Committee learnt that in order to avoid accumulation of surplus - 

stores, an integrated production-cum-inventory control system by computer 
had been introduced at D.L.W. for periodical check-up and adjustments 
to be made. However, the entire stores system has not been yet com- 
puterised, only threa out of the five phases of invemtory control by com- 
puterisation having so far been completed. The Committee urge that 
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this process which seems desirable should be expedited, keeping also in 
view Government's over-all policy of ensuriug that computerisation does 
not affect the provision - of employment opportunities The precise 
progress made in eradicating the evils of over-stocking may be mtimated 
to the Committee. 

22. 5-25 Railways The Committee further note that one of the results of the increased in- 
ventory holdings has been that because of the storage capacity king in- 
sufficient, considerable quantities of such stores were even lying in the 
open. It was learnt that at one tima stores wwth Rs, 3 crores in foreign 
exchange had been lying in such precarious condition. Though it was 
pleaded in extenuation that the goods lying in the open had somehow not 8 
suffered any damage, the  omm mitt& cannot be persuaded to accept the 
plea and would reprobate what is clearly a kind of laxity on the put d 
the railway administration. The Chairman Railway Board, was himself 
good enough to concede that there was no reason for the stores to have 
been kept in the open. The Committee would like to be reassured on 
this point and to be informed about the action, if any, taken to obviate 
recurreace of such unfortunate happenings. 

The Committee find that the selling prices or tbe transfer prices at 
which D.L.W. locomotives are handed over to the various Zonal Railways 
are fixed by the Railway Board from time to time. These prices are 
determined in accordance with a formula under which the base price of 
a complete locomotive as given in the contract with ALCC) is taken as 



the basis for the fixation of the selling price of a locomotive. From 
the base price of components given in the contract in dollars the present 
day landed cost of the imported portion is worked out, by applying the 
current rate of exchange, and the value of indigenous components is also 
suitably escalated. The commercial practice of pricSng of products which 
inter alia takes into account an element of profit etc. over and above the 
basic cost is not followed for determining the transfer price of diesel 
locomotive even though this practice is Soing followed in D.L.W. in deter- 
mining the 'price of works done for private parties. 

The Cbmmittee feel that in view of the fact that D.L.W. is a captive 
plant, the prices of whose products are determined by the same agency 
which requires them, it is necasary that a more scientific system for 
evduating costs is instituted. Such a system should enable the manage a 
ment to know whether the resources dqloyed are beiig u t i l i d  
and also whether an adequate return is accruing on the capital invested. 
The Committee desire that the costing methods followed in the D.L.W. 
may be re-exemined with the requisite expert assistance and in cooperation 
with the Cost Accountp Branch of the Ministry of finance. 

The Committee W that the percentage of indigenous content in a 
diesel locomotive as determined by the, D.L.W. administration works out 
to 86 in 1971-72 in the case of a BG locomotive and almost 86 in the 
same year in the case of a M.G. locomotive. If this were so, it does not 
explain why the value of :he stores imported is of the order of 32 t a  
50 per cent of the total brchases during 1970-71 to 1971-72. It is also 
presumed that the import contents of the bought out items such as the 
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electrical~ supplied by the HEIL/BHEL and which account for about 
44 per ctat of the cost of a locomotive, have not been taken into account 
while arriving at the percentage of achieved indigenisation. 

The Committee desire that the figures worked out by Audit and by 
the Administration be reconciled and a more scientific method which 
truly reports our progress in indigeni~ion be worked out. The Com- 
mittee would very much like to know clearly t b  latest position in regard 
to the indigenisation in D.L.W. 

During the years 1971-72 to 1973-74, D.L.W. is reported to have im- 
ported components and s'p'ares worth about $15.95 millions. These 
components etc., it is learnt, had to be imported for entidy unavoidable 
reasons, since they were not indigenously available. The major items 
which comprise over 90 per cent of the import cost are crankshafts, turbo 
super-charger items, cylinder heads, cylinder liners, pistons and piston 
rings etc. The Committee informed that necessary steps had since 
been taken for the development of these items indigenously. A study of 
the status of indigenous development of these items, however reveals 
that the develo'fient efforts have been tardy and the rates of rejections 
too heavy. The Committee would like the Reviewing Committee. se$ up 
by the Railway Board in this behalf continuously to monitor the progress 
achieved in this field. They would also emphasize that sustained effbrts 
must be made to help indigenous manufacturers develop a technical base 
for the manufacture of these hard-core items. 

---- -- 
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_ _ _ _ ~ I _ - . . . . . - - - - _ _  --------- - -- 
WEST BENGAL 32. Lakshrni Book Store, 

42,Municipal Market, 
21. Grantholoka, Janpath, New DeM. * 

5/1, Ambica Mookherjee Road, 
Belgharia, 24-Paraganas. 33. Bahree ~ r d t h e r s ,  

188, Lajpat Rai Market, 
22. W. New Man & Company Ltd., Delhi-6. 

3, Old Court House Street, 
Calcutta. 34. Jayna Book Depot, 

Chhaparwala Kuan, 
23. Firms K. L. Mukhopadhyay, Karol Bagh, New Dolhi. 

6/14, Banchharam Akrur Lane, 
Calcutta-12. 55. Oxford Book & Stationery Co., 

Scindia House, Connaught Place, 
24. h r s .  Manimala, Buys & Sells, New Delhi. 

128, Bow Bazar Street, 
Calcutta-12. . 36. People's Publishing House, 

Rani Jhansi Road, 
25. M/B. Mukerji Book House, New Delhi. 

Book Seller, 8B, Duff Lane, 
Calcutta. 37. The United Book Agency, 

9 48, Arnrit Kaur Market, 
DELHI . Pahar Ganj, 

New Delhi. 
26. Jain Book Agency, 

Connaught Place, New Delhi. 38. Hind Book House, 
82, Janpath, New Delhi. 

27. Sat Narain & Sons, 
3141, Mohd. Ali Bazar, 39. Book Well, 
Mori Gate, Delhi. 4, Sant Nirankari Colony, 

Kingsway Camp, 
d8.  Alma Ram & Sons. Delhi-9. 

Kashmere Gate, Delhi-6. 

21'. J. M. Jaina & Brothers, 40. Mls. Saini Law Publishing Co., 
1899, Chandni Chowk, Mori Gate, Delhi. Delhi. 

30. The Central News Agency, 
23/90, Connaught Place, MANIPUR 
New Delhi. 41. Shri  N. Chaob Singh, 

31. The English Book Store, News Agent, 
7-L, Connaught Circus, Ram La1 Paul High School 
New Delhi. Annexe, 1mpha1.-MANIPUR. 
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