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INTRODUCTION

1, the Chairman of the Public Accounts Committee as authoris-
ed by the Committee, do present on their behalf this Forty Fifth
Report of the Public Accounts Committee (Fifth Lok Sabha) on the
Report of the Comptroller and Auditor Genera] of India for the year
1969-70, Central Government (Railways).

2. The Report of the Comptroller and Auditor General of India
for the year 1969-70, Central Government (Railways) was laid on
the Table of the House on the 1st April, 1971. The Committee examin«
ed the Report of the Comptroller and Auditor General of India
for the year 1969-70, Central Government (Railways) at their sit-
tings held on the 95th to 28th October, 1971 and finalised this Report

at their sitting held on the 24th Apnl 1972. Minutes of the sittings
form Part II* of the Report.

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

4, The Committee place on record their appreciation of the
assistance rendered to them in the examination of the Audit Report
by the Comptroller and Auditor General of India.

5. The Committee would also like lo express their thanks to
the Chairman and Members of the Railwavs Board and representa-
tives of the Ministries of Industrial Development and Agriculture
for the cooperation extended by them in giving information to the.
Committee.

ERA SEZHIYAN,

Chairman,
Public Accounts Committee.
NeEw DNELuI;

April 24, 1972
Vaisakha 4, 1894(S)

‘Not printed (one oyclostyled sopy laid on the Table of the House and five copies plaoud in
Patlisment Library).



CHAPTER |

FINANCIAL RESULTS OF WORKING OF THE RAILWAYS
Financial Results
Audit Paragraph

1.1. For the fourth year in succession the working of the Rail-
ways showed a deficit in 1969-70. Against a nominal surplus of
Rs. 1.92 crores anticipated in the Budget, the accounts for the year
closed with a deficit of Rs. 9.83 crores. As the balance in the Revenue
Reserve Fund which stood at Rs. 63.21 crores at the end of 1965-66
was practically exhausted during 1968-69 due to withdrawal there-
from for meeting the recurring deficits in 1966-67 to 1968-69 the
Railway had to obtain a loan of Rs. 8.86 crores from General Reve-
nues for meeting the dividend obligation. This was the first time
since 1924-25 that the Railways had to resort to a loan to meet their
liability on account of dividend to General Revenues. Besides, the
Railways had also obtained a loan of Rs. 18.14 crores during 1969-70
for meeting expenditure on works chargeable to Development Fund.
The total liability on account of loans taken from General Revenues
at the end of the year under report stood at Rs. 52.30 crores of which
Rs. 43.45 crores was for meeting the cost of works charged to Deve-
lopment Fund. In addition, Railways owe to the General Revenues
Rs, 56.89 crores on account of deferred dividend of which Rs, 13.04
crores became due for payment by 1969-70 but could not be paid
owing to inadequate surplus in the working of the lines concerned.

1.2. The main reason for the deficit was the increase of Rs. 18.64
crores in the Revenue expendittre which was partly off set by an
inerease of Rs. 4.27 crores in the gross Receipts and a reduction of
Rs. 2.62 crores in the payments to General Revenues. The bulk of
the increase under revenue expenditure occurred under ‘Repairs
and maintenance' (Rs. 7.95 crores) and cost of fuel (Rs. 9.59 crores)
.f. para 4 below:—

{In crores of rupees)

Partioulars Badget Actuals  Varistion ~
L Giross‘Recvipts Didduet .. .. . . 04732 5159 (+) 437
2 {a) Revenue Expenditure .. .. .. . TRG -39 805-03 (+)18-64
h) Payments to Genoral Revenues .. AN .. 159-01 156-39  (—)2-62
3. Surplus! Defloit . . .. . ooy (—)9-83 (—)11-76

Paragraph 1{a)--Report of the Comptrofler & Anditor Gereral for the year 1968.70 on
l‘.mlwnys],

1.3. The Commiittee desired to know the machinery emploved by
the Railway Board for preparing the financial and physical targets
ind for a review of the performance vis-a-vis the prescribed targets.
The Chairman, Railway Board stated, “This plan is prepared on the



basis of information obtained from the Ministries, vetted by the
Planning Commission who hold discussions with the Ministries along.
with the representatives of the Railway Ministry. The Railways
have also got a planning cell. There is a Planning Deputy Chief
(Operating) on every railway, and he is closely associated with the
formulation of the plan in the Railway Board office. We have alsq
got an economist. and he takes into consideration the trends of in-
dustrial production. agricultural output and all other relevant fac-
tors, but as far as the main issues like the coming up of new indus-
tries, major expansion etc, are concerned, we are dependent upon
the information that is given to us by the other ministries, vetted
by the Planning Commission, though we try to keep in touch with
the developments to see that we do not exceed the realistic antici-
pations in the construction of our works.”

1.4. The Financial Commissioner for Railways further explained.
“This plan is finalised at various stages. We have got a working
group for finalising the targets of the Railway Plan which consists
of the representative of the Railway Ministry, the Director of Rail-
way Planning, and representatives of the various ministries, presid-
ed over by a senior officer of the Planning Commission. There is
simultaneously the Committee of Resources which goes into the
whole question of resources—Central Government. State Govern-
ment, public sector undertakings, Railways, P&T etc. To this Com-
mittee we furnish our estimated receipts and expenditure for the
Plan period and they find out from that what will be our surplus
or deficit.”

1.5. To a question whether the Railways' plan was formulated
according to the revenue surplus or according to the needs of the
areas, the Chairman Railwav Board replied. "The needs of the rail-
ways in respect of additional facilities, new lines, conversion, addi-
tional stock, etc. are known te the Railways through constant dis-
cussion. There is an annual works programme which is discussed in
great detail, after it is formulated by the railways under genera!
directions given bv the Board. At that discussion, the Directors of
the Board have a preliminary meeting with the General Managers
and staff officers, Thercafter. the full Board meets the GMs and
staff officers. Therefore, the needs are known.™

1.6. The Commitiee enquired whether Railway Board had anv
system of having a cross-check of the projections given by the Minis-
tries. In this connection thg witness stated, “We can only show a
little extra caution in accepting their figures, and as the work pro-
gresses, we keep in constant touch with it to see whether the anti-
cipations given are really coming through and to regulate the pro-
gress of works accordingly.”

1.7. The Committee pointed out that from 1965-66 onwards the
Railways were showing deficits and in 1969-70 against an anticipated
surplus of Rs. 2 crores the Railways actually had a deficit of Rs. 9.83
crores. Asked how in spite of elaborate planning the anticipations
went wrong, the Chairman, Railway Board stated, “The plan is baged
upon certain anticipation of activity in the country. The activities
are, to some extent, in the private sector and to some extent in the
public sector. We have to go by reasonable anticipation. In 1968-70
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when we saw that conditions have become difficult, the prices were
increasing, traffic was not materialising, working expenses were over-
taking our revenues, we started an economy drive and we were able
to get fairly good results in respect of fuel economy as well as
establishment, We also tried to slow down works which were in
progress and to cut out some of the works with a view to caving in
investment.”

He added, “We are having 1o face constantly rising prices and
our working expenses step up with rising prices, But our general
revenues cannot make up for this without an adequate increase in
rates and fares and manv times this is not possible due to reasons
which are known to all of you.”

1.8. In reply to a question whether rise in prices alone was
responsible for the imbalance in the budget or was it due to defective
hudgeting the witness stated. "It is primarily due to rise in prices.”

1.9. The table below gives the anticipatigns of earnings, traffic
and deficits during the last four years ;--

1966-65 196768
B e e B T o Ao -—_
Budzet  Actuals  Varmtion  Budget  Actuals Variation
Goode earpings . S 53 R4, -280 H26-0 2T 23021
Pussenger carnings . 227 20 22034 214 20520 25264 - 261
Uthier sarnings - 41 eeh4 S R nh 27 6393 --3-34
Total Gmss Receipts e T - 360 RyT 52 ss-360 —29-160
Tutal Revenue Eapre, . Gt NS H54 - 8 Lo THYRS 0836 +3:30
Dividend to General Reve. ‘
nues . . 13350 132-34 -} 11 14 -84 141-53 - 3
Defieit/surplus 2 AUNEEEEE b EP-VRNEL I w2 =383 —32-81
(-+) (-
Volume of the originating -
poods traftic . . . 1730 1642 —x§ T2 1024 —10-3
{Bevenuo earning)*
Balance ju D.F, . 337 046
Balanve in R RV, . 4170 320
Total guods vraftic® . NIV 24
(iperating Ratjooy . 832 847

*Million tonne v .



1968-69 1969-70
L A N A -
Budget Actuals  Variation Budget  Aotuals  Variation

Goods carnings .. 54500 56270 +17-70 600-00  B94-38  —5-72
Passenger earnings . 278:00  265-10 —12-90  273:00  278-86 +-5-86
Other earnings .. 6969 7118 —~—1:49 74-32 78:45 +4:13
Total Gross receipts .. 892-0Y 80907 +4-6-38 947-32 95159 +4-27
Total Revenue Expre. .. 73969 756-26 +4+16:27 78639 805:03 4-18-64
Dividend to General Re-
venues .. .. 15200 150-67 --1-33 156901 156-39 —2:62
Deticit Surplus . +1:00 —7-806 -—B8 86 +1-42 —49-83 —11.62
(+) (—)
Jolume  of  originating
goods traffic .. 169-4 1708 414 1798 173-8 —b-0
(Revonue carnings)*
Balanoce in D.F. s 1-26 118
Balance in R.R.F. . 344 2.31
Total gouds traflic* e 2040 2074
Uperating Ratio (v, .., 820 830

*Million tonnes,

1.10. From the above it is scen that except in 1968-69, the budget
estimates in respect of the volume of originating goods traflic and
the gouds earnings have not come upto expectation. The goods
earnings feli short of the budget estimates bv Rs, 24.91 crores in
1966-67, by Rs. 23.21 crores in 1967-68 and by Rs. 5.72 crores in 1969-70.
The corresponding figures of the to‘al variation in each of the above
three years were (—

1966-67 . ... Rs. 40.46 crores
1967-68 . .. Rs. 3281 crores
1969-70 ... Rs. 11.62 crores

1.11. Another significant point to be noticed from the above
mentioned statement is that the total revenue expenditure has al-
ways been under-estimated in that the actual expenditure in each
vear was far more than provided for in the budget estimates,

1.12. The Committee pointed out that earnings may not mate-
rialise according to expectations but Railways should be able to esti-
mate precisely their expenditure on major items such as staff, fuel
etc. To this the Financial Commissioner for Railways replied, “It
1s not quite so. Last year, there was an interim relief announced in
the middle of the year which increased our expenses by Rs. 37
crores. DA was increased which costs Rs. 13 crores more to the
Railways. Then there were various discussions with the staff at the
National and Departmental councils, with the result that there was
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another increase of some Rs. 2 crores. Even staff pay, we have not
been able to estimate correctly. We cannot say what DA the staff
will be getting during the year. That is why this has happened. The
number of staff is 13.7 lakhs (1.37 million people). If the dearness
allowance increases by Rs. 16 a month or Rs. 200 a year, that itself
comes to Rs. 28 crores. There have been also increases in the prices
of coal, diesel oil, stee]l and other materials.”

1.13. Referring to the traffic targets laid down from time to time,
it was pointed out that against a target of 249 million tonnes for
which capacity was planned the actual traffic materialisation was of
the order of 203 million tonnes by the end of Third Plan. For the
Fourth Plan the originally planned target was 320 million tonnes
which was subsequently reduced to 269 million tonnes. This has been
further reduced to 240.5 million tonnes. The Committee enquired
that considering the past performance whether the Railways would
pe able to realise a target of 240.5 million tonnes by the end of the
Fourth Plan. To this the Financia] Commissioner for Railways
replied,

“Sir, we have also our doubts. You have rightly raised this ques-
tion. This has come to our mind also. ] may explain that when the
original fourth plan was discussed, the Economic Ministries asked
tor 290 to 300 million tonnes. We said that such a high figure of load-
:ng will never be reached and that it will never cxceed 265.5 million
wnnes, The Fourth Plan was discussed in January, 1969 by the
Eeonomic Ministries. There is a Working Group for every sector Plan.
For the Railways we have got a Working Group in the Planning
Commission which represents the representatives of all the Econo-
mi¢ Ministries and the Railway Ministry. In each of the meetings.
the Railway representative was saying that we should plan for a less
ambitious Plan. We said the target should never exceed 265 million
tonnes. Then the other Ministries were saving that they wanted the
wrget to be 290 to 300 million tonnes—ecach one putting up their
figures. Iron and Steel so many tonnes, foodgrains so many tonnes,
and so on. All that came to 290 to 300 million tonnes. This was even
mentioned in the Draft Fourth Plan. but because we affirmed that
1t would never exceed 265 million tonnes. ultimately the Planning
Commission agreed with us. Sir, again last vear. based on our expe-
tience for 1969-70 and the earlier months of 1970-71, we went to the
Planning Commission and said that this target of 265 should be re-
duced to 240.5 mijlion tonnes. Even though the other Ministries did
not agree with our argument, the Planning Commission said that
we could reduce the target. You will recall, Sir, that immediately
we reduced the wagon orders by some 8,000 wagons, We could also
tut out some other things. But unfortunately, the replacement pro-
Eramme had to go on. We could not also afford to reduce the staff
n the production units, particularly the units manufacturing electric
and diesel locomotives. We are nol importing them now. We also
Wanted to take up replacement of overaged locomotives. Even today,
hix morning, we were discussing with the Planning Commission.
Fhey wanted us to prepare the Fifth Plan estimates. We told them
that we could not prepare them, unless they give us a realistic traffic
trget for Fifth Plan, taking into account that even the 240.5 million
tonnes will not be reached in 1973-74. So, we are all the time at it.



6

We are also placed under several other constraints. I may explain
that it was because of the fall in traflic that we reduced our Fourth
Plan by 250 crores of rupees.”

1.14. The C:mmittee note with concern that for the Fourth year
in succession the working of the Railways showed a deficit in 1969-70
also, Against a nominal surplus of Rs. 1.92 crores anticipated in the
Budget, the accounts jor the year closed with a deficit of Rs, 9.83
crores. Apart from the unsatisfactory state of Railway finances which
is reflected in the working results during the year under review i.e.
1969-70, the Committee feel that the methods employed for estima-
tion of earnings and expenditure require further improvement,
During the past four years over-estimation of goods traffic and goods
earnings and under-estimation of the revenue expenditure seems to
have been the most significant recurring feature of the Railway
Budgets. The over-estimation oi goods traffic and goods earnings can
only mean that the anlicipations of traffic given out by various
Ministries /Departments of Government of India are not scrutinised
in the light of experience at the initial stages with the utmost care
they deserve. The Committee are of the view that with the vast ex-
perience and elaborate planning machinery which they have, the
Railway Board should be in a position to exercise a judicious check
on the traffic anticipations by other Ministries/Departments so as to
arrive at realistic targets for achievement. In this connection the
Committee would also like to draw attention to para 1.25 of their
116th Report (Fourth Lok Sabha) wherein it was emphasised that
the estimation of traffic requirements should be done on a more
realistic basis.

1.15. The deficite in the working of the Railwavs since 1966-67
have been as under -

Loden7
1967-6%
1953-6¢
1068-70

1497071
{antieipated
1.16. The recurring deficits have in the past been met from the
Railwavs' Revenue Reserve Fund. In 1969-70 however on accoun!
of the Revenue Reserve Fund having been depleted, the Rall
wavs 160k a loan of Rs. 8.6 crores for meeting their dividend obliga-
tion. Besides. the Railways also obtained a loan of Rs, 188.14 croves
during 1969-70 for meeting expenditure on works chargeable to .Dm'(‘-
lopnient Fund. The Audit paragraph states that the total habxllt,}' on
account of Ioans taken from General Revenues at the end of 19(»9".0
stood at Rs. 52.30 c¢rores ot which Rs. 1345 crores was for mecting
the cost of works charpged to Development Fund. In addition, Rail-
wavs owe tn the General Revenues Rs. 56,89 crores on account of
deferred dividend of which Rs. 13.04 erores bocame due for pa,}'n’\(‘m
by 1969-70 but could not be paid owing to inadequate surplus in the
working of the lines concerned.
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1.17. At the instance of the Commitiee, the Railway Board have
furnished the following list of lines in respect of which the period
of moratorium is over. The statement also gives information regard-
ing the arrears of dividend upto 1869-70:

Name of Railway Yoar in Areear of
whish Mora- dividend
terium is upto K9-70
nyer
{In rupees)
Central .. .. 1. Khandwa Hingoli . Lo 190667 2,16.12,420
Lustern .o 1. B.G. Line to servee the area previon-iv
merved hy  DBaraxat Basirhat  Licht
Railway R 1Ty S . a8,98,484
2. B Line to gerve area served by
sakhtinrpur Rajuir Lo TU6T.6N 9,381,074
Northern 1. Barhan-Ftah .. . Lo 106465 27.85.436
2 Bhildi-Baniwara . - .o 1963.64 A23.4R.665
3. Robertsgani-Garwa Road .. L. 196970 3.56,04.619
Northeast Frontier 1. Malda-Khajuria Ghat . L 108667 8,149,304
wouth Eastern 1. Bouridand-Karanj Lo TGR.69 79,75,004
2. Rao.Dumran . » B T Rt 2,88,62,292
13,04,37,298

1.18. Referring to the huee deficit the Railwavs had accumulated
over vears, the Committee desired tn know the steps taken or pro-
posed to be taken to improve the positinn. The Financial Commis-
stoner for Railwavs stated durime evidenee:

“This has woried us also qutte a lov. In this conncetion we have
nrepared some charts, showinet how the enst of the various inputs
has actuallv increased over the vears and what the various cost
elements are. One of the most important clements is that staff cost,
that is the cost of wages of s:aff incladive offierys and the 1.37 mil-
lion other staff. comes tn 60 ner cont of our *otal exnenses. Sir, here
we are not able to make anv retrenchment or anvthing of that kind.
What we did from 1966.67 onwards was that we imnnsed a ban that
no fresh recruitment would be made cxecept in zufety categories. That
is. vacancies caused hv retivement vte wore net fled by recruiting
new personnel. By this we redueed the nomhey of persennel emplov-
cd. But we had nn control over their eneoluments which are fixed for
':’” categories of Government snreants rentralley We were also affect-
Ing economies hy adontine  immroved  tochnalaey and working
methods. Thus the cost on the maintenanee of railwav track has been
brought down. Another is hv using dicen] and electric traction. the
cost of haulage has been brought down. hecanse these diesel and
electric locos are more efficicnt than steam engines and thev also
‘nvolve less staff.



8

“Then, Sir, in the case of coal, the price has gone up by 135 per
cent. Coal accounts for 12 per cent of our expenses. Then iron and
steel has gone up by 175 per cent. So, all the inputs are going up far
out of our control. How can we control our expenses in these circum-
stances?”

1.19. The Committee enquired whether the fact that 60 per cent
expenditure of Railways was on staff indicated that there was over-
staffing. To this the Chairman, Railway Board replied, “If you take
into consideration the advanced technology that is possible to apply
there may be overstaffing. But if you consider old technology that
we have worked with, then it may not be considered over-staffing.
Every diesel locomotive which is introduced will save 32 staff. If we
are able to do this to a greater extent, then the requirement of the
staff will be reduced. Similarly, if we can introduce some machines,
the requirement of the staff will be reduced. But we have to take a
balance.”

1.20. In reply to another question, he added, “With the old
technology. the man-power will be higher. Actually, this is the reason
why we are losing on metre-gauge. With the change in technology
and adoption of advanced technology, the man-power requirement
will be reduced and the percentage of pay-roll will be brought down
below 60 per cent. But, we have to see what is possible considering
the climate in the country and whenever there is lot of unemploy-
ment, we have to be a little cautious in this respect.”

1.21. The Committee enquired when the Railways were expect-
ing to get out of the red and what were the conditions to be fulfilled
before this could be done, The Financial Commissioner for Railways
deposed. “Our traffic should improve, the economy of the country
should improve. We are inevitably linked with the economy. Prices
should stabilise and we should get the traffic we are equipped to
carry. In the Third Plan, every year the traffic was increasing by
10—12 million tonnes. Now it is stagnant. Unless traffic improves. we
will not get the full benefits of dieselisation and electrification.”

1.22. He further added, “We are making valiant efforts. The Rail-
way Convention Committee is going into this matter.”

1.23. The Committee note that during 1969-70, because of the
Revenue Reserve Fund having been depleted, the Railways were
obliged to take a loan of Rs. 8.86 crores from the General Revenues
for meeting their dividend liability. This is decidedly an undesirable
phenomenon which needs to be curbed.

1.24. Besides this the Railways have also taken loans of the order
of Rs. 4345 crores till the end of 1969-70 for meeting the cost of works
charged to Development Fund and over and ahove these they are in-
debted to the General Revenues to the extent of Rs. 56.89 crores on
account of deferred dividend on the new lines. During the year
1969-70 deferred dividend of Rs. 13.04 crores became due for pay-
ment but could not be paid owing to inadequate surnlus tn the work-
ing of the new lines concerned. The Committee desire that action
should be taken to ensure that revenue expenditure on these lines is
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reduced to the minimurﬁ and that earnings are augmented by attract-
ing more traffic so that the arrears of dividend get paid and not ex-
tinguished after 20 years of opening when the liability to pay arrears
ceases,

1.25. During evidence it was stated that due to increase in prices
over the years the cost of staff and various inputs such as fuel and
other materials like iron and steel had gone upto a very great extent
as compared to the increases in the fares and freight rates charged
by the Railways and therefore the Railways continued to be in the
red. The Committee would like to stress that in these circomstances
all out efforts should be made to cut out avoidable expenditure and
attract more traffic to Railways by improving the service. The Com-
mittee note that the Railway Convention Committee are currently
examining the working of Railways with special reference to their
obligations to the general exchequer and would be presenting in due
course their Report on the subject.

Social Burdens

1.26. While presenting the budget for 1971-72 the Railway Minis-
ter stated that the Railway finances were muleted with some social
burdens. The Committee called for information about the quantum
of annual loss on account of various social burdens. The Railway
Board have accordingly furnished the following note:

“(Data given below are estimated data for the year 1970-71.
These figures are based on statistical approximation in the absence
of actual figures):

Ra. orores.
(1) Loss on unremunerative branch linea .. . .. .. 800
(2) Loss on suburban traffic .. .. . . .. . 12-00

(8) &gn) Loss on non-suburban passenger traffio (elass-wise) and other coaching
trafio . .. . .

47-00

[Figures of loss on passenger traffic and other coaching traffic
(parcels and luggage) are not at present being separately worked
out. The loss on non-suburban passenger traffic and other coaching
traffic taken together has been estimated to be Rs. 47 crores for the
yvear 1970-71. While considerable advance has been made in the
matter of costing goods traffic by functional groups, viz. line haul.
marshalling break-of-gauge transhipment, repacking of “smalls” and
terminal (wagon loads and smalls separately), arrangements are
afoot for costing of passenger. parcel and luggage traffic also and
voluminous data are under collection from about 2400 stations on
the Indian Railways for this purpose.]

Ra. crore
(5) Loss on low-rated freight under major items .. .. .. (‘5‘.’-80
{8) Loss on freight eonoessions on goods under major itoms N 204
{Ra. in lakhs)

@) Froe oarriago of goods imported ander Indo-US snd Indo.UK Agree.
monta, . .. o .. - . . 10-00
{h) Pree oarriage of Rod Cross Stores and ather storee . .. 8-00
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(Ry. in lakhs)
(¢) Freo carril%u of relief goods authorised on  ad-hoc basis on
0

oocasions of flood, drought, ete. . .. .. . 000
(#) Value of conoession on fodder booked at famine concession rates . 3900
(¢} Valuo of concession on export traflio . . .. .. 15000
Total . 204 - 00
or
Rs 2:(4
orores
Vlaoss o fare eonoessions e passenger under different entegories . Ru, 2-20
orores
(Bs. in lokhs)
(1} Conoession to students . .. - - - 15000
(5 Coneession to atheletes, artists, N.C.C., patients, Nurses, Teachers,
delegates to Conferonces ete. . . .. . . 4800
() Hill coneessinn .. .. .. . . - 2200
22000
or
R, 2020

CHITER

1.27. Referrring to the plea that one of the reasons for the grow-
ing deficit on Railwavs was the increased cost of social burdens, the
Committee pointed out during evidence that they were not peculiar
to the vear 1969-70 as they were there in the past also. Thereupon
the Finance Commissioner for Railways stated: “No doubt, the social
burdens were there also at that time. Our basic problem in Indian
Railways has been that our freight and fare structure has not kept
up with the price level. So. the loss will go on. If we lost Rs. 8 crores
on the suburban services earlier, we are now losing Rs. 12 crores.”

1.28. In the same context the Chairman. Railway Board stated:
“Sir. the explanation is that at a time when the Railwavs were pros-
perous. the Railways could naturally afford some social burdens. But
the margin is going down and with increasing working expenses on
account of increased prices it is turning to our disadvantage. The
social burdens that we have been carrying on till now we will not be
able to carry further particularly as we are swending more and more
monev on that account. In the old davs. the suburban fares were fixed
at a level which involved only a small loss. But our suburban fares
have not been increased due to various reasons while our price level
has gone up. The cost of replacement in that section is very heavv
and the life of assets is very short because it is used verv intensively
So, the cost of replacement or improvement or of additional trains—
all these have been going up and our losses have continuously been
going up. The same applies to the narrow-gauge section due to the
fact that manpower required for operation of unit of transport is
heavy. At one time the mannower was very cheap when compared
to freight structure. Today the revenue is not adequate to bear the
exnenses. And the road transport is also coming uv and the competi-

tion is severe also. What thev get by roads cannot be matched by the
Railways evervwhere.”
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Suburban Traffic

1.29. It is seen that the loss on suburban traffic has been estimated
10 be Rs. 12 crores per annum. Giving reasons for this loss, the
Chairman, Railway Board stated during evidence: “In regard to sub-
urban traffic, I will point out that the cost of travel per kilo metre in
terms of the number of minutes of work a lowest paid worker has
to put in is today much less than what it was 30_years ago. If a worker
had to travel by suburban train, he had to work for 20 minutes to
carn the money to purchase the ticket. Today, he is having to work
much less than that. It would show that the Railways have been

getting less.”

1.30. He further added “In the old days the fares were fixed tak-
ing into account the traffic in peak hours. Then the return journey
used to be less crowded. When there was dispersal of industry people
started travelling both ways and the peak gradually became less and
less of a peak. Then the next stage was over-crowding. Due to these
factors the losses were not shown up to the same extent for a long
time. But in the last 20—30 years, these losses have been steadily
increasing because we have not been able to increase our season
ticket fares. Even the over-crowding has brought no relief in this

matter.”

1.31. In reply to a suggestion that the fares on suburban trains
be increased, the Chairman. Railway Board stated: “We are working
under very severe constraints for reasons., which are well-known—
the political reasons. Suburban fares have not been raised just as
third class fares have not been raised adeguately.”

Non-suburban Traffic

1.32. The loss on non-suburban passenger traffic and other coach-
ing traffic constitutes a major part of the tota! loss on account of
social burdens. During 1970-71 out of a total loss of about Rs. 123
crores attributable to social burdens, the loss on non-suburban
passenger traffic and other coaching traffic taken together was esti-
mated at Rs. 47 crores. The Committee called for information regard-
ing the break-up of the total loss class-wise. In a written note the
Railway Board have stated: “The term non-suburban passenger train
has heen referred to in a broad sense. Non-suburban passenger trains
also carry some elements of other coaching traffic such as luggage.
narcels, reserved carriages. postal vans, etc. The vehicle kms. of
nassenser coaches constitute the bulk—over 90 per cent of the total
non-suburban coaching vehicle kms. The loss of Rs. 47 crores. refer-
red to in evidence. pertains to total non-suburban coaching traffic,
the bulk of which in terms of vehicle kms. is in respect of passenger
coaches,

1.33 Tt is regretted that owing to the inadeauncy of statistieal,
acenunting and other data as at nresent collected, it is not nossible
to break up and furnish to the Committee the total loss of Rs. 47
"rores into the constituent elements as desired Action has alveadv
heen initiated to take in hand detailed costing of coaching services,
T/TM)3Rss- §
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Relevant basic elements of costs in respect of 2,400 stations are being
collected. It will take some time to test check and analyse the data
and draw up meaningful conclusions.”

1.34. From the information available with the Committee it is
seen that the net earnings on working a passenger train one K.M,
have declined steadily over the years as indicated below:—

Year Net earnings on working

& passenger train one
KM (In rupees)
B.G. M.G,
1066-67 . . . i . . (—)1:40 (—)2-86
1067-68 . e . .. o . (—)1-34 (—)2-94
1968-69 . . . . . e (—)1-40 (—)3:50
1969-70 . . . .. . . (—)1-82 (—)3-12

1.35. During evidence the Committee enquired whether any
study has been made to identify the passenger trains services which
are running at a loss. The Chairman. Railway Board deposed: “We
have made, Sir. The passenger services which are losing are really
the stopping passenger services, the services which stop at every
station. We have got a slightlv lower rate of tariff for people who
travel less than 50 kilometres and people who travel more than 50
kilometres are governed by a slightly higher rate of tariff. It is the
passengers who go bv stopping trains and travel for less than 50 km.
that are causing a loss. Our cost per train as for the stopping train,
but we have not been able to increase our stopping train traffic to
the mail train rate because of resistance.”

1.36. To a question whether the economics of different classes of
services in trains have been worked out, the witness replied: “Ac-
tually the losses are more in the higher classes, but if in the higher
classes, the occupation is about 80 per cent, then they meet their cost.

89 per cent of our passenger revenue is from the third class passen-
gers.”

1.37. Later on. in a written note furnished to the Committee, the
Railway Board have stated: “The Railway Administrations are not
in a position at present to identifv all unremunerative passenger
train services. With the progress of costing of passenger and other
coaching traffic and working out a procedure for arriving at the

eam_ings'of individual passenger trains, such identification may be
possible in due course.

(2) The first phase of costing passenger and other coaching
u:aﬁ“]c would enable us to split up the expenditure on coaching ser-
vices between passenger and other coaching (luggage and parcels)
services. The second phase would enable us to work out the cost of
Mail and Express trains and other slow passenger trains.

(3) It may, hqwo\{er. be pointed out in this connection that a
census of occupation is taken twice a year on all sections. An
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cxamination of the census results in respect of Branch Line passen-
ger trains was carried out recently. As a result of this review, action
has been taken by the Railways to reduce the number of passenger
coaches on 250 trains, where it was found that the occupation was
low even in respect of trains with a smaller number of passenger
coaches, action has been taken to discontinue the service and 26
trains have heen cancelled in this way. It may be added that greater
progress in this direction could not be achieved owing to opposition
of Zonal Railway Users’ Consultative Committees and State Govern-
ments, the concurrence of the latter being virtually obligatory before
any existing service is withdrawn.”

1.38. As to why the First class Air conditioned passengers paid
less than what it cost to the Railways was explained by the Chair-
man, Railway Board in the following words: “This is because we
have to keep up certain standards of travel as a matter of policy.
This has been going on due to historical reasons. But whenever the
occupation is less, we try to reduce that type of accommodation. But
it cannot entirely be climinated because there will be complaints
and representations in this regard.”

1.39. Asked whether fares of these classes could not be increased
to cover up the cost of service, the witness replied: “For the Air-
conditioned Class we have increased the rate up to the limit beyond
which we cannot go, because the number of passengers will then
decrease. We have to take into consideration the charges for air
travel as they are our competitors. 8o, we cannot increase this rate
hevond a certain limit.

The same thing applies to 1st Class fares also. If we increase the
1st Class fares tno much. the passengers, will be tempted to go to the
3rd Class Sleeper or the Air-conditioned Chair Car.”

1.40. To another question whether the first class and air-condi-
tioned class paid for themselves or were being subsidised by 3rd
class. the Chairman. Railwav Board replied: “The 1st class has paid
for itself, to mv knowledge. while the air-conditioned class might
not have paid for itself.”

141. As regards the average percentage of occupancy of air-
conditioned. I, 1T and Air-conditioned IIT Class services during the
vears 1968-69 and 1969-70. the Railwav Board have in a written note
stated: “Railwavs do not maintain anv overall annual average occu-
pancy ratio of the different classes of passenger accommodation, as
precise, or even reasonably reliable, figures of berth/seat kms. ope-

rated are not available.

Tt may, however, be added that a census of r»ccupatiqn of passen-
rer trains is conducted twice a vear soread over a period of three
months each, the first during the period April to June and the other
during the period October to December, Census is takg\n of actual
nassengers in different classes at selected junction points covered
during the run of the trains, and this is compared with the available
capacity on the trains. No overall average is worked out from these
results, as the distance travelled by cach passenger is not taken note

L/I(DALESmby)
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of, which is an important element in any calculation of the occu.
pancy of a particular class. It may be stated that the results of the
census referred to above are used for reviewing the composition of
different passenger trains adding or taking off coaches as necessary
and also for discontinuance of services on branch lines, wherever
feasible.” .

1.42. During evidence it was made out that one of the reasons for
the growing deficit on Railways was the increased cost of social bur.
dens borne by them. From the information made available to the
Committee it is seen that in 1970-71 out of a total loss of about
Rs. 123 crores attributable to social burdens loss on non-suburban
passenger traffic and other coaching traffic taken together was esti.
mated at Rs. 47 crores. The Committee were, however, surprised to
learn that the costing of various services such as passenger, parce]
and other coaching traffic has not been undertaken so far. The econo-
mics of different services in passenger trains such as 1st Class, Air
conditioned, Third Class etc., have also not been worked out. Only
now some data are being collected for evaluation nurposes. While
the Committee do not want to make any detailed suggestions in this
behalf because the Railway Convention Committee may be going
into the entire question of social burdens, they would nevertheless
suggest that passenger trains which are unremunerative and the
classes of services like Air-conditioned and First Class which do not
nay for themselves should be expeditiously identified with a view to
taking remedial action and reducing the loss to the mintmum,

Audit Paragraph

1.43. The deficit occurred mainly on four railwavs. that is Sou-
thern. North Eastern, Northeast Frontier and South Central
Railwayvs. which together accounted for a total deficit of Rs. 44.97
crores; partlv counter-balanced bv surpluses on the South Eastern,
Western and Central Railwavs aggregating to Rs. 46.44 crores. The
actual surplus/deficit on each Railwav vis-a-vis the Budget anticipa-
tions and the actuals for 1968-69 is as under: —

1969.70 1968.69

Rajlway S GRS

Budget Actnals  Actuals
Central .. . . . .o () 3-88 (4) 5RO () 665
Eastern .. .. . .. Lo () BA18 (4) 1-88 (4-) 2-83
Northern o . . .. o (1) 140 (4-) 0-58 (+) 019
North-Eastern .. . . . Lo (=) 808 (—) 019 (1055
Northeast Frontier ., .. - .. co (=)14-80 (—)15-76  (—)18:02
Seuthern .. .. . . s (= )1418 («=)1R-21 (-)15:83
Soath Central .. . - . co () 872 (=) TRD () 4021
South Eastern ' > . - (12270 (4)28-53 (4 )20-83
Woestorn .. . . - LM (14T H)”'”
Produnetion units and Mixe, (=156 (—-)18-18 (—)13-28

Total . -(J,-) 1-02 (—) 0-R3 (-) 780
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1.44. It is noteworthy that the working of the Southern and
South Central Railways had shown considerable deterioration dur-
ing 1969-70 both over the previous year and the Budget anticipations.
The position on the Eastern Railway had also belied the Budget
Estimates.

[Paragraph 1(b), Report of the Comptroller & Auditor Gene-
ral for the year 1969-70 on Railways.]

1.45. According to the Audit paragraph the deficit in 1969-70
occurred mainly on four Railways, that is, Southern, North Eastern,
North East Frontier and South Central Railways. Besides these, the
working of the Eastern and Northern Railways also deteriorated
during the year 1969-70 as compared to the previous year. The in-
crease in gross receipts and working expenses in 1969-70 over 1968-69
on these six Railways and for the Railways as a whole is given
below : —

(Figures in crores of Ra,)

Railways Increase in Gross Increase in working
Traflic Reocipts Expenses
e A e —h A
Amount % Amount Yo

laastern A .. e . 503 408 537 G-07
Northern 874 658 688 616
North Eastern 400 10-14 2-63 5-00
North East Frontier -84 % U3 2-50 5-48
Southern 248 314 423 536
South Central .. . - 1-98 260 813 13-25
All Railways .. . o A 5344 5-nd 4509 643

1.46. Tt will be seen that the increase in working expenses on
Eastern, Southern and South Central Railwavs was much more than
increase in receipts and that the increase in earnings on other three
Railwavs was not adequate te mecet the deficit on account of
increase in working expenses.

1.47. The increase in cost of staff, fuel and repairs and mainten-
ance during 1969-70 compared to expenditure in 1966-67 on the four
deficit Railwavs vis-g-vis the increase for the Railwavs as a whole
is as under: —

oymt Radways  Inorease NE. Rly. 1Inerrase N.¥. Biy. Incrcase
a8 whole o w o

Staff - T T
1166.67 - - 19258 13-/ 1175
1969.50 o .o 240:31 24078 1756 20-0 14-60 240
Fuel
1906.67 . ooneaT 7:50 4 A8
1964-70 . A £3 I8 e 100} 337 hoge RO I
Repairs & Maintemanee
L3607 .. . 16095 [ 10- 41

‘1_909-70 .. . 22397 367 i4-61 33-42 14-08 41-u1
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Cost . S.Rly  Increase 8.C,Rly Increass
% %
Staff
1966-67 ., . e .. .. 2100 13-43
1969-70 .. . ‘e . .. 2592 2307 18+16 36+07
Fucl
1966-67 . . . ' 12:61 866

1969.70 . . . . 1824 44-66 11-42 31-87

Repuairs & Maintenance

1966-67 . .. o

1969-70 o i . .. 32-39 26- 14 18+89 5847

1.45. From the above it is seen that as compared to the increase
in the cost of staff on the Railwavs as a whole the increase in the
case of North Eastern Railway and South Central Railway was much
more. Again the cost of fuel on Southern Railway was much more
pronounced as compared to the figurcs of Railways as a whole. Simi-
larly so far as the cost of repairs and maintenance is concerned the
increase in 1969-70 as compared to the veur 1966-67 was considerably
higher than the overall average in the case of North Eastern, North
East Frontier and South Central Railways.

1.49. As regards the efforts made to cut out wasteful expenditure
the Chairman, Railway Board stated during evidence:

“In a large administration where we have a total expenditure
bill of Rs. 7C0 crores to 800 crores, I would not be able to say that
some wastages in some pockets here and there does not take place
But it is our carnest effort to eliminate it to the maximum extent
possible. We are gearced up for that and we have been making very
serious attempts in this direction over the past three or four years.”

1.50. The Committee view with concern that in 1969-70 besides
the three Railways namoly Southern, North Eastern and Northeast
Frontier which had been running into deficits, the working of the
South C:ntra] Railway also showed a deficit. During the year under
review the financial results of working of the Southern and South
Central Railways showed marked deter.oration as compared to the
previous year. The increase in the working expenses on Eastern,
Southern and Scuth Central Railways was much more than increase
in receipts and the increase in earnings on Northern, Northeast
Frontier and North Eastern Railways was not adequate to meet the
deficits en account of increase in working expenses. There is thus
need for improving operations on these Rallways as also of effecting

economies,
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Audit Paragraph
1.51. The position of net revenue and its percentage to capital-
at-charge, payments to General Revenues and additions to capital-
at-charge for the four deficit years is given below:
(Amount in crores of Ra.)

Net Revenue Additions to Capital-
at-charge (excluding
new lines)
— s WA TSN A =y
Year Amouut Ratio to  Payments Current Carry
Capital-  to General investmeut — over
at-Charge Revenues after
morato-
Yo riuz
1966-66 . .. . 134-84 6:0 116-28 .. ..
1966-67 . .. .. 114-12 4-0 132-39 136-28 12-38
1967-68 s .. .. 110-00 37 141-53 120-63 9-67
1468-69 . o .. 142-81 4-6 16067 10368 24-31
l‘)(iB 70 . . .. 14656 46 156-39 83-27 26-43

15.. Desplte sxzeable 1mp10vement in the net revenue durin
the last years ended 1969-70 the working of the Railways continue
to show large deficits due to steep increase in the payments to gene-
ral revenues (the increase being Rs. 40.11 crores in four years) owing
mainly to further additions aggregating to Rs. 517 crores to the
capital-at-charge after 1965-66.

1.53. The break up of the actual outlay and physical achieve-
ments during the inter-plan period (that is 1966-67 to 1968-69) and
dulmg, 1969-70 undc xmportant plan heads is gwen below:—

Plan Heads Actual ()uL]ub (m }'ln sical achiovcwe nts
crures of rupecs)
P L A —
1866-67 106970 1086-67 1949-70
to 1968-69 to 1968.69
1. New Lines {inoluding conversion) . 56-21 1070 Luw2 Kms. 128 Kms.
2. Electrifiention ., . .. 3614 Fi-s6 WS, 3lv
3. Rolling Stuek .. .. . 31045 0925
(11} laocomotives . 877 Nos. 220 Nos.
(6} Conches (including EMLUs. ). 3,795 Nos. 1.497 Nos.
(¢) Wagons .. . S3,31T(FW) 14,918 (FW)
4. Line oapacity  works (invluding
doubling) .. .. .. 12544 3389 1,268 Kms, 293 hams.
5. Frack Renowals - . 5789 21-18
(u) Complete Tracks .. .. 4,627 Kms., 1,491 Kuws.
(b) Rail qtuuv“ als . . 1,914 Kmas. 543,
(¢} Slecper Renewals . .. 2,041 Kma. o84,
0. Investmont in Road Services o 471 101
7. Others ., o .. . 12 U 87 14-¢1
Total . Mi’ bl 19- 50

[Paxa;,,raph l(c), Repoxt of the Comptrollel & Audltor
General for the year 1969-70 on Railways.}

1.54. From the figures given under the table in the Audit para-
graph, it is seen that the ratio of net revenue to capital-at-charge,
which showed a declining trend from 5 to 3.7% between 1965-66
and 1967-68, has shown an upward trend in 1968-69 ana 1969-70 1o

v
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4.6%. It is also seen that the annual payments to General Revenues
have increased from Rs. 116.28 crores in 1965-66 to Rs, 156.39 crores
in 1969-70. This indicates that one of the reasons for the continuing
deficits on Railways is the growing payments to General Revenues
which arise as a result of additional capital investment.

1.55. During evidence the Committee pointed out that during
the Third Plan period, Railways had spent Rs. 1,700 crores in the
anticipation that the originating traffic would rise to 249 million
tonnes by the end of the Plan. Against this the actual traffic that
materialised was of the order of 203 million tonnes only which indi-
cated that at the end of the Third Plan there was excess capacity
available. Despite this during the three inter-plan years viz. 1966-67,
to 1968-69, the Railways had made additional investment of Rs. 762
crores, The Committee enquired whether in view of the excess capa-
city already available investment in the subsequent 3 years could
not have been avoided or reduced. In this connection, the Chairman,
Railway Board stated: "Sir the excess capacity that was created was
primarily in the eastern India Industrial belt, And that capacity
cannot be transferred to the rest of the country. We have spent a lot
of money on development of capacity, electrification and doubling
and improvement of yards and improvement of signalling and all
that. The expenditure that was incurred in the interplan period
was examined very carefully......the expenditure was by and large
in the area of the North-South route and the route from Bombay 1o
Madras and Bombay to Delhi. In the Western India and Southern
India where a lot of foodgrains traffic and other essential traffic was
bringing us revenue and where we were having difficulty in moving,
we had to spend money to improve the line capacity and most of the
expenditure in the inter-plan period has been either to complete
the works which were started in the past or for works in this area.
And even for the areas which are in progress, we are carefully
examining whether some of them can be curtailed in scope or some
of them could be deferred for the future.”

1.56. The statement bclow gives detaily of works carried over
from Third Plan and expenditure incurred thereon during 1966-67,
1967-68 and 1968-69:

(Figures in thousands - Rs)

New lines Conversions
Ruilwgy s P S
196667 106708 196R-6G9 1966.067 1967-68 1968-GY

27.29

Central .. .. 1,72.00 1.43,21

Eastern - - 14,13 12,46 22,00

Northern . . 4,11,12 2.45,03 1,560,060

N.E. .. .. .. .. 5,37 56 . . ..
N.F. .. .. . 2,18,07 8,90 6,03 6,97 1,02 1,50
Southern . 3,31,00 260,00 414,00 (- ) 1,00 .. .
s8.C. . - .. . . 3,98,00 13,20,00 3,15,00
S.E. .. . .. 2R3.70 2.47.11 5,783,158 .. .. .
Weetern .. .. 4,03,43 4,38,40 301,15

Total ..o 18,3145  14,41,68  16,45,66 3,43,87 3,21,02 3,16,60
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l)uublmg and yunl remode lllnu Railway Electritication
Railway - G s A ey
19(5(1 67 l‘)07 (] H)(m ()9 1960-67 1967-68  1068-69

(entral o . 49,02 586,73 2,70,16 3,74,08 2,07,45 1,49,26
Kastorn . . 3,10,01 77,00 H2,01

Northern ‘e .. 43,61 15,50 () 8,494

N. E. ‘e .. 37,19 25,68 (- 227,27

N. B . . 111,82 30,60 13,80

Nauthern . .. 3,209,094 2,02,80 1,41,34 36,91 22,50 4,58
s . .. 2.90,48 2,37,36 2,75,65

R D . e 12,89,562 0,586,650 4,97,00 7.34,36 2,506,581 .Y
Woestern .. . 1,249,380 ]7.,42 69,58

al -

o Total . 26,422,660 20,10,00 13,0333 1,24,30 4876040 2.0

It is seen from the statement that out of the total capital outlay of
Rs. 762.61 crores during the 3 inter-plan years only about Rs. 136
crores were spent on the works carried over from Third Plan. Thus
a major portion of the capital investment in the inter-plan period
was made on new works and acquisition of rolling stock ete.

1.57. The statement below gives the break-up of the actual out-
lay from 1966-67 to 1968-69 according to the source of financing
namely capxtal Deprecxanon Reserve Fund Development Fund eic

-\(‘tuul ()utlm l‘)bﬁ 67 to 1965.69
Plan Hewds - .

f"‘ . o T
u’, l) R L ]) ]- Ul W R Total

1. \vu leh(ln(lu(llng r(‘ﬂhml““ll) 5580 “'*2 - “4 -3 5621
2. Electrification .. . 306 0-33 045 - 6. 14
3. Rolling Stock . Lo Isleuw o 137-2% 0-11 08 319-45

{a) Locomotives

(M Coaches (m(*ludmg F\lL u)

(¢) Waguns .
4. Line Capacity Works chlmlm@

(lnublmg) . . 8- 73 927 11-32 W12 12844
5. Track Renewals . PR — 0-02 0-39 030 87-89

(s} Complote tracks

tb) Rail Renewals .

(¢} Sleeper Renewsls .
6. luvestment in Road Nervieen .. 4+ 71 .. o o +7
7. Others - - .. 4184 1918 nE-43 17-42 128-87

25300 G3.60 2702 7671

e —————————— s ——
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1.58. From the above it is seen that duning the period 1966-87
to 1968-69 out of a total investment of Rs. 418.10 crores on capital
account, Rs. 181.98 crores were invested on Rolling Stock while
Rs. 98.73 crores were spent on Line Capacity Works.

1.59. The Committee desired to know whether during the three
inter-plan years any restriction was imposed on the acquisition of
rolling stock etc. The Financial Commissioner for Railways stated
during evidence, “If I remember, for one year, no wagons on addi-
tional account were ordered. I think for 1966-67, it was skipped.
Every year, we have got a wagon ordering programme. For one year
we skipped. The expenditure has to be incurred on procuring rolling
stock of all types—diesel and electric locomotives which are now
being manufactured in the country and for passenger coaches for
which there is a crying need. The number of passengers is increas-
ing, the lead has been increasing all the time. When we consider
the volume of traflic in the international Railway statistical prac-
tice, there is a practice of adding the passenger kilometres to net
tonne kilo metres and treating the total as traffic units. If you look
at our traffic on this basis you will find that traffic units are increas-
ing all the time. though not to the extent we anticipated in the Plan.”

1.60. The Committee note that even though the position of net
revenues as a ratio to capital-at-charge has shown an upward trend
in 1968-69 and 1969-70, the deficits are increasing primarily as a
result of growing paymenis te General Revenues arising from addi-
tional capital investment. of which the current investment consti-
tutes a major portion. The Ccmmittee have repeatedly emphasised
the need for great selectivity in incurring capital expenditure on
Railways. If the additions to capital are not made with a view to
ensuring overall remunerativeness, the deficits may grow. The Com-
mittee would therefore like that all investment proposals should be
théroughly scrutinised so as not to accentuate the difficult financial
position of the Railways.

Investment in Road Services

1.61. From the break-up of the actual outlav during the inter-
plan period. as given in the Audit paragraph. it is noticed that bet-
ween 1966-67 to 1966-69 Railways made an investment of Rs. 4.71
crores in Road Services and additional Rs. 1.91 crores were invested
in the year 1968-70. At the instance of the Committee the Railway
Board have given the following list of Road Transport undertakings
in which investments have been made by the Railways after 1965-66.
The total capital contribution made in these corporations as on 31st
March. 1971 is also indicated:

(In lakhs of Rupecs)

N il Name of the State Road Transport Corporation Amount of Capital Total
Nu. invested by Central  Invest.

Government (Railways)  ment

IR SR 1'%} 11

Ason Ax on after
31.3.06 31.3.71 1965(_)_“)

¥ 2 3 4 b
i, Anthra Pradesh State Road Transport Corporation 22256 247 - K4 25-33
2, Biliar D, 13947 24180 102- 33
I, Conarad oo, 422-71 HlO- 2} 8750
4, Kerala 1o, .. 7500 26267 18767
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i 2 3 4 b

6. Muharashtra State Road ’f;;;mport Corporation .. 314-28  535-57  221-20

6. Madhya Pradesh Do. 139-67 28720 14753

7. Mandi Kulu Road Transport Corporation . 12-70 12:70 Nii
8. Mysove State Road Transport Corporation . 288+ 34 34023 52:90
9. North Bengal State Transport Corporation Ve 156-00 33500 20-00
10, Orissa Road Transport Co. Ld. .. . 600 600 Nil
11, Pepsu Road Trankport Corporation .. .. 24-68 41-42 16-74
12..‘ Rujusthan State Road Transport Corporation .. 5000 8000 30-60
13, Assam State Road Transport Corporation .. Nil 25-00 25-00

(sot up in 1970-71)

Total o LTH0-40 0 2026009 916-29
1.62. Explaining the rationale behind the Railway’s investment
in the Road Transport Undeitakings, the Financial Commissioner
for Railways informed the Committee during evidence: “The Com-
mittee on Transport Policy and Coordination which was presided over
by a Planning Commission member thought that some road routes
should be developed by the States. For instance. there may be some
routes where the Railways are not able to serve and these routes
should be developed by the Road Transport Corporation. When
there are proposals for having services competing with Railways.
our Directors may suggest that they can run in certain other routes
in order to have this coordination. It was suggested first that rail-
way should invest upto 25 per cent of the capital. The Capital is
mostly for acquiring trucks, buses and other equipments. Perhaps
they may also spend  something on the buildings. Now the State
Road Transport Corporations arve finding it more difficult to raise
money from the State Governments. So, they have suggested increas-
ing the percentage of Ratlway contribution first to 333 and now
w49 per cent. We wore all made to give in to the State Transport
Ministers. At the last meeting of the Transport Department Council
in Srinagar in August, 1971, it was decided to increase the share of
mvestment by the Central Government to 49%."

He continued. “These are the State Road Transport Corpora-
tions, They are running mostly passenger scrvices. So, except in
certain cases where thev are running long distance services, they are,
not really competing with the Railways. In certain States, they
take the advice of our representatives very seriously and give
weight to it, but in certain other States they just over rule our repre-
sentations on the Board of Directors.”

1.63. The Committee desired to know the specific action taken to
ensure coordination between rail and road services with a view to
reducing/eliminating cither the rail or the road services so that
there is no unnecessary duplication. In a written note, the Railway
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Board have stated, “The railway representatives nominated on the
Board of Directors of the State Road Transport Corporations gene-
rally consist of two Railway Oflicers having adequate commercial
and financial experience. The main functions of these representa-
tives are to ensure that the Corporation work efficiently on commer-
cial principle in accordance with the provisions of the Road Trans-
port Corporation Act, 1950, the objectives of rail-road coordination
are achieved and the activities conform to the general policy in
force. They participate in the meetings of the Board of Directors
of the Corporation and ofter their views and suggestions in regard
to different aspects of working, scrutinise the expansion program-
mes of the Corporation so that the introduction of new services do
not take place on routes where the Railways already have adequate
transport capacity. They also give suggestions for adjusting the
timings of buses with train services, rationalisation of bus schedules,
etc. so that the rail and bus timings are coordinated to the extend
feasible. The Railway representatives being in minority are, no
doubt, not in a position always to force a decision. but by putting for-
ward their case, they can secure rail-road coordination to a great ex-
tent than would have otherwise been possible.

It may also be observed that the expansion programmes of the
Corporations are undertaken as a part of general road transport
policy in the country under the current Five Year Plans, it is, there-
fore not feasible for the Railways to secure a position for themselves
in v&l'lhich such programmes will have no repercussions on rail traffic
at all.

Under the circumstances, therefore, what the Railways can
hope to achieve in such cases is that in matters of details they can
induce the Corporations to make such changes as would avoid ac-
centuation of rail-road competition.”

1.64. As regards the remunerativeness of the Railways' invest-
ment in these undertakings. the Financial Commissioner for Rail-
ways stated during evidence, *I would submit that on the entire
amount we are getting 6.25 per cent return out of which we are
paying 6'¢ dividend to the general revenue. We are really acting
as a kind of middleman. The onlv thing is that the Planning Commis-
sion wanted to invest this money in the State Road Transport Cor-
porations to help them. Only whether they should do through the
Ministry of Shipping and Transport or some other body or the
Ministry of Railways is the question. Perhaps they thought that if
the Ministry of Railways gave the money, it would help us and en-
sure proper rail-road coordination. This arrangement is working well
in two or three States. But in a majority of the States, it is not work-
ing well. But it cannot also be said that we are losing out of this
investment because it comes out from our capital which we have
borrowed from general reventes. We get an interest of 6.25 per cent
from the Road Transport Corporations and we give 6 per cent divi-
dend to the general revenue.”

1.65. To a question whether Railways had any difficulty in rea-
lising the interest from any of these undertakings, the witness re-
plied, “We have had difficulties in recovering the interest only in
the case of one or two corporations because some of them are not
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functioning satisfactorily. We are getting the interest alright except
in one or two cases. We do not get a share of the profits in any
case.”

1.66. In a written note on the subject, the Railway Board have
stated; “Of the 13 State Road Transport Corporations/Undertakings
functioning at present in different States, with financial participation
of Railways, the Corporations in the States of Bihar, Kerala,
Madhya Pradesh, Himachal Pradesh (Mandi Kulu) and West Ben-
gal (North Bengal) are running at losses. Railways, however, do
not share the profit or loss of the Corporations. What they get is a
fixed return on their capital invested in these Corporations in the
form of interest under Section 28(1) of the Road Transport Corpo-
rations Act, 1950. The present rate of interest is 6.25 per cent. Some
of the Corporations (viz. Mandi Kulu, North Bengal. Andhra Pra-
desh and Madhya Pradesh), due to their depleted financial position
have been finding it difficult in recent years to pay interest to the
Railways on their share of capital contribution. In respect of such
Corporations and with a view to avoid heavy accrual of outstanding
interest, interest due to the Railways is being adjusted against fur-
ther capital contribution which the Railwayvs are called upon to
make in them from year to vear to match the contribution of the
State Governments, In respect of Mandi Kulu Road Transport Cor-
poration in Himachal Pradesh, which has. however, been persis-
tently defaulting in pavment of interest, it has been decided not to
make anv further capital contribution.”

1.67. The Committee called for information regarding the new
road services introduced by each of the Transport Undertakings
from 1965-66 onwards which run parallel to the Railwavs and which
are detrimental to the earnings bv Railwavs. The Railwav Board
furnished the following note:—

“The following new road services have been introduced bv
the Mysore State Road Transport Corporation from 1965-66
onwards, which run parallel to the Railwavs and which mayv
be considered detrimental to the earnings bv Railwavs:—

Distance {in Kilometres)
s Al
By road Ry rail

(i) Rangalore-Tumkur .. .. .. . .. 76 76

(i) Rangalore-Mandva .. . . . . a0 04

1.68 It may be observed that just because the termini of a road
service coincides with the rail heads, the service cannot be consi-
dered as running parallel to the railways. as the buses go into the
interior and serve places far awav from the railway lines. Besides,
With the policy of progressive nationalisation of privately owned
road transport services, taking over the services already running on
@ particular route by the Corporations cannot be termed as constituts
ing a new service.”
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1.69. During evidence the Committee enquired whether Rail
ways' association with these undertakings had resulted in reducing
rail-road competition. The Chairman, Railway Board stated in
reply: “In some States there is some influence. I remember due to
our membership of the Road Transport Corporation in Maharashtra
last year. the road licensing authority was discussed from giving
road permits to trucks where they would have competed with the
railway. It came in the papers and was widely publicised. But this
was done only in Maharashtra where the Minister himself took some
interest in the matter.”

1.70. As to the criteria followed in determining the States where
Railways make the investment, the Financial Commissioner for
Railways informed the Committee that. “It depends upon the capital
raised by the States. Our share is a percentage of theirs.”

1.71. The Committee find that about Rs. 26 crores have been
invested by the Railways in various State Road Transport Corpora-
tions primarily with a view to regulate rail-road coordination. Even
though the Railways are getting adequate return on their invest-
ment in the form of fixed rate of interest, the aim of rail-road coordi.
nation has not been achieved. The basic reason for this is that the
representation of the Railway Board on the Boards of Directors of
these Undertakings is not effective enough. The Committee re-
commend that the Railway Board should in concert with the Minis.
try of Transport and State Governments reveiw the position to
gevise methods for making the Railways' participation more effec-

ve.

Shortage of wagons

1.72. In the course of evidence the Financial Commissioner for
Railways informed the Committee that because of non-materialisa-
tion of traffic to the extent expected during the inter-plan years
(1966-67 to 1968-69) the wagons procurement programme was dras-
ticallv cut in one yvear. Referring to this statement by the Financial
Commissioner for Railwavs. the Committee enquired how the avail-
abilitv of wagons for the movement of coal was affected in the year
1969-70. The Chairman, Railway Board explained: “Due to the law
and order situation in the eastern India, wagon release had slowed
down. Actually, we had worked out on the basis of certain wagon
turn round. but due to the difficulties in eastern India, where 60%
of our loading is located, the slowing down has affected the avail-
abilty of wagons in the rest of the country.”

1.73. He continued “Sir, we can move only under reasonable in-
frustructure and reasonable law and order conditions:. We cannot
substitute for things to be done by other parties.”

1.74. In reply to a question, the witness added: “We are making
all efforts now and with better activity by the West Bengal Govern-
ment and because of the deplovment of our special protection force,
we have been able to improve the position and the coal loading has
gone up from 5200 to 6100. We expect to make further improve-

ment.”



25

1.75. As regards the supply position of wagons the Chairman,
Railway Board deposed: “Till August, 1970, there was no difficulty
in wagon supply. Actually a large number of programmed trains for
movement of coal for brick kilns for State Governments were can-
celled. Thereafter, we had difficulty in the coal fields with thefts,
unlawful activities ete.”

1.76. He continued “Purchase of wagons is to be considered in the
context of the requirement of wagons based upon a reasonable turn-
round. If the turnround goes up due to difficulties over which we
have no control, it would be over-capitalising to purchase more
wagons, because wagons would be lying idle. We used to have in
the past wagons which were stabled in the monsoon season as sur-
plus and we were criticised for that. and were asked to regulate our
purchases to see that we do not have idle wagons. In the month of
September, we tried our very best to step up the coal loading and
we did succeed in stepping up the coal loading, but 11,000 wagons
that had been supplied to the collieries were detained and in one
day that is allowed to them about a thousand wagons were pulled
back empty. It is not as of the shortage of wagons onlv is there; the
collieries have their own difficulties, and thev want supplies to be
made in a regulated way to exactly suit them, which is not possible
in a country where we have so many constraints to be looked after.”

1.77. The Committee desired to know the specific steps taken by
the Railways since August, 1370 for relieving the shortage of wa-
gons for the movement of coal. In this connection the Chairman,
Railway Board stated: “We tried our verv best in the first instance
by talking to the West Bengal Government and to the local agencies
and when we did not succeed, a high-level committee meeting was or-
ganised at which the Minister of State for Home Affairs and the
Minister of Steel and two Ministers from the West Bengal Govern-
ment were present, and certain steps were to be taken bv the autho-
rities concerned to see that an improvement is effected. It is conse-
auent upon that we have denuded the whole countrv of the RPF and
deployed them and concentrated them in the West Bengal area.
Simillarly, the West Bengal Government alsn has made efforts and

this has enabled us to improve, and I am confident that we will be
able to improve further.”

1.78. In a written note furnished at the instance of the Commit-
tee, the Railway Board have stated: “Movement of coal from West-
Bengal-Bihar fields was normal upto August, 1970. After the peak
Ioading achieved in 1969-70, there was some shortfall in loading from
Bengal-Bihar fields during the first five months of 1970-71 upto
August 1970 caused primarily by the paucitv of demands. parti-
cularly for the brick industry. Coal loading from these fields suffer-
ed a serious drop from September 1970 onlv at first due to the strike
of Carriage & Wagon staff on Eastern Railway and thereafter due
to the deteriorating law and order conditions in West Bengal and
the various anti-social activities. These anti-social activities conti-
nued to affect coal loading from West Bengal-Bihar fields upto
Tuly, 1971.

In August, 1971 a concerted drive was instituted to improve coal
!ﬂadmg which resulted in substantial improvement in loading dur~
ng August 1971 as compared to the previous months”
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~1.79. The following statement furnished by the Railway Board
gives the figures of loading from Dhanbad sphere and from West
Bengal-Bihar fields as a whole from August 1970 to February 1971:

Daily average coal loading from Dhanbad Sphere qnd West Bengal-
Bihar Fields.

From From
Dhanbad Bengal
Sphere Bihar

fields
August 1870 42.402 5,906
1.885 4,763

September 1970
October 1970
November 1970

2,142 5,663
2,165 5,637

December 19760 2,207 5,h90)
January 1471 2,118 0,473
February 1971 1,889 6,222
March 1971 2,331 8,608
April 1971 2,382 5,855
May 1971 2,223 h,012
June 1971 2,003 5,139
July 1971 2.207 5,310
August 1871 2,442 6,970
September 1871 2.234 5,522

2,213 6,763

October 1971
November 1971
December 1971
January 1972
February 1972

2,267 5,725
2,276 5,608
2,420 5,704
2,520 5,911

1.80. In this connection the Railway Board have stated: “The im-
provement achieved in August, 1971 could not, however, be sustained
in September, 71 due to the dislocation of electric train services on
Eastern Railway caused by the burning of transformers at Kumar-
dhubi Sub-Station of West Bengal Electricity Board. Besides, exten-
sive breaches, floods and rains etc. dislocated rail operations on North
Eastern and N.F. Railways upto the middle of October, 71, causing
hold up of nearly 10,000 loaded wagons on their way. Operation in
November and December 1971 and the first half of January 72
suffered the heavy strains of moving foodgrains and other essential
commodities for the refugees in North Bengal and Assam regions
and the heavy specia] moves for defence personnel and equipment
as also the prisoners of war and refugees.

1.81. Even though the pressure of special moves is still not over
but with the special drives instituted to improve the mobility on
Eastern and South Eastern Railways the overall londing from West
Bengal-Bihar fields improved from about the middle of January
1972. The overall average loading from these fields imoroved to a
level of 5764 wagons per day in January 1972 against 5506 in Decem-
ber 1971 and an average of 5484 wagons per day from September,
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1970 to December 1971, In February 1972 loading improved further
to about 5911 wagons per day plus 93 in Singrauli, an improvement
of about 24% over the loading achieved from September 1970 to
December 1971.”

1.82. The Committee note that the availability of wagons for
movement of coal deteriorated considerably from September, 1970
and this position persisted till about July 1971. The deterioration
has been attributed to a strike for some days on the Eastern Rall.
way and the unsatisfactory law and order conditions in the West
Bengal area. These difficulties were, however, got over as a result
of the concerted drive instituted by the Railways in cooperation
with the State Government and consequently the position returned
to normal from Aungust, 1971 onwards. The Committee feel that
efforts to restore normalcy in the movement of coal should have been
initiated much earlier. For the future the Committee would suggest
that particular care should be taken at all levels to ensure that the
movement of coal does not suffer because of non-availability of
wagons,

Operating Ratio

Audit Paragraph

1.83. The general deterioration in the operating ratio of the
Railways which is the percentage of Working Expenses to the Earn-
ings during 1966-67 and 1967-68 was commented upon in para 4 of
the Audit Report, Railways, 1969. The Public Accounts Committee
(1969-70) reiterated in para 1.65 of their 116th Report (Fourth Lok
Sabha) their earlier suggestion to carry out periodical reviews of
the working of the various Railways from the point of view of the
overall financial results as the committee felt that such reviews
would enable the Railway Board to identify promptly the areas
where unwarranted increases in expenditure occurred and to take
effective steps to control them. The Ministry of Railways informed
the committee in October, 1970 that the suggestion was under the
consideration of the Ministry.

1.84. The opesating ratio of fhe Southern. South Central and
Western Railways showed further deterioration during 1968-69, and
1969-70, the deterioration being significant on the South Central
Railway. On the Eastern and Northern Railways there was consi-
derable improvement during 1968-69 but this trend was reversed
during 1969-70 as shown below:—

1} , b (Per cent)
Railways 1867-68  1068.60 1969.70
Fastern .. . . . .. .. R2:80  TR-38 7870
Northern .. . . . . .. 0075 8340 83:45
Southern .. .. . .. - 08-70 09-80  101-54
South Centra} .. - .. . .. 7%-31 8082 88:70
Westorn . By . N .. 7803 T8 T

.,

7“(“)3],&9-4



1.85. The increase of 8.08 during 1969-70 on the South Centra)
Railway was due mainly to an increase of Rs. 7.86 crores in the
working expenses of which Rs. 3.36 crores occurred under repairs
and maintenance, Rs, 1.68 crores on cost of fuel and Rs. 1.10 croreg
on operation other than staff and fuel. Against this, the increase in
Tevenue receipts amounted to Rs. 190 crores only which came
mainly from the goods traffic.

1.86. The Administration explained that the incerase in the
operating ratio was due to dislocation of traffic caused by cyclone
and floods which hit the coastal areas of Andhra Pradesh in May,
1969 which resulted in loss of revenue (Rs. 1.70 crores) from passen.
ger and goods traffic on the one hand and an increase of Rs, 2.01
crores in the working expenses due to restoration of damages to
bridges, track and buildings etc.

1.87. Even after giving due allowance to the loss of revenue
and increase in wroking expenses caused by cyclone the operating
ratio for 1969-70 worked out to 84.30 per cent an increase of 3.68 per
cent over 1968-69.

1.88. The increase in the operating ratio during 1969-70 on the
Southern and Eastern Railways was alsp due to the increase in
working expenses being more than that of the earnings. The bulk
of the increase in working expenses on the Southern Railway occur-
red under repairs and maintenance and cost of fuel while on the
Eastern Railway the increase occurred under repairs and mainte-
nance and on operation other than staff and fuel.

[Paragraph 2, Report of the Comptroller and Auditor Gene-
ral for the year 1969-70 on Railways.]

1.89. The statement given below shows the percentage of work-
ing expenses to earnings (operating ratio) of the Indian Railways
for the years 1967-68, 196869 and 1969-70 (shown in justa position):

Railways 1967-88 1988-69 1089-70

Central . N .. ‘. .. 7974 7930 78:%8
Eastern .. . .. .. .. 82:80 78-38 79-70
Northern |, .. .. .. . 8075 8340 83445
North Eastern .. N .. .. 110-70 10951 104-49
Northeast Frontier .. . AN .. 132-78 140- 88 13381
Southern .. . .. .. . 0870 9969 10154
South Central PN .. .. .. 79-31 80-62 8870
South Eastern . .. .. .. 67:95 8522 62-62
Western .. . .. .. . 76-93 7700 7727
All Indian Government Railways .. .. 84555 82-60 82-08

1.90. From the above it is seen that in the case of North East-
ern and Northeast Frontier Railways which have very high operat-
ing ratios, there is a declining trend. In the case of Southern. South
Central and Western Railways. however, the position is steadily de-
teriorating in that their operating ratios are constantly rising over
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the years. The operating ratios of Eastern and Northern Railways
have also gone up in 1969-70 when compared to the figures for 1968-
69.

1.91. During evidence the Committee enquired about the speci-
fic reasons for the deterioration in the operating ratios of the five
Railways viz. Eastern, Northern, Southern, South Central and West~
ern. The Financial Commissioner, Railways, stated: ‘Last year also,
the Committee went into this, particularly re: Southern Railway,
North Eastern and NF Railways. We explained the handicaps of the
Railways, more metre gauge lines, more passenger traffic than goods
traffic, scvere competition from roads and also the situation at the
extremity of the country, due 1o which they do not get the benefit
of through traffic. A railway like South Central is able to get not
only originating traffic but also through traffic whereas Southern
Railway gets only the originating traffic. Take the GT. The rakes
are maintained by the Southern Railway but they get credit for
only the earnings from Madras to Gudur and thev have to incur
maintenance and other expenditure. Likewise, Railways in the ex-
tremities cannot show the same results. The division of zones has
been made on the basis of administrative convenience not as self-
contained entities. For instance, before the formation of the South
Central Railway, Southern Railway was in a much better financial
position because it ran upto Vijayawada. Now all these earnings are
lost to the Southern Railway while it has the same overheads on
workshops, terminal facilities etc.

1.92. As to the question why it has become worse particularly
in the case of South Central. it is partlv because of the floods and
partly because they have to pay higher hire charges for the wagons
.................. The Eastern Railway had an operating ratio of 79.70 in
1969-70. Since then the aperating ratio has worsened. It has become
93 per cent in 1970-71. On the other hand in the case of the South-
ern Railway, the operating ratio has improved from 101.54 (in 1969-
70} to 98.44 (in 1970-71). It has come down by three per cent which
is a very significant gain in the Southern Railway. In the South
Central Railway, it has come down by 5.7 per cent”,

1.93. Explaining the reasons for the marked deterioration in the
operating ratio of South Central Railway, the Financial Commis-
sioner, Central Railwav, stated: “With regard to the South Central
Railwav. first there were floods, it was also referred to in the Audit
Report. That is ahout Rs. 2.01 crores. Flood damage has a secondary
offect. Instead of getting coal from Singareni collieries by the ghort—
est route. thev had to bring it by a circuitous route and the railway
had to pay higher freight charges. This came to Rs. 0.87 crores.

Then there was the question of wagons. When a railway holds
wagons which do not belong to it. it has to pay hire charges. This
was increased from Rs. 250 per dav to Rs, 7 as a result of the deci-
sion taken at the Conference of all the railways. The South ?entral
Railway have no wagons of their own and as a result of this they
have to pay for whatever wagons thev use and it came to about
Rs. 30 lakhs more on this account.
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Then, there was an incisase in the cost of coal. The price of
coal has gone up. That came to about Rs. 21 lakhs. On repairs and
maintenance, as I have already said, it was due to flood damage.

That is why, it has gone up.”

1.94. When the Committee pointed out that even after giving
due allowance for the loss of revenue and increase in working
expenses caused by cyclones etc. there was a noticeable increase in
the operating ratio, the witness added, “A small part of this 3.68 per
cent is due to increase in freight charges which they have to pay on
account of coal which they used formerly to get direct from Singa-
reni but which they had to get through a circuitous route. This was
a secondary effect. Another aspect was the increase in the cost of

coal by Rs. 21 lakhs.

We have to pay more claims for compensation, we tried to make
a special drive for reducing the claims for compensation. One of the
criticisms against the Railways is that not only sometimes the goods
are lost but that even the payment of claims ¢of compensation takes
a lot of time. So, we made a special drive in that direction, and as a
result of it, they paid Rs. 37 lakhs more.”

1.95. The Committee enquired how was it that the modernisa-
tion of operations like electrification, dieselisation, improvement in
capacity, yards, etc. and improved signalling was not reflected by an
improvement in the operating ratio of these Railways. To this the
Financial Commissioner, Railways, replied: “If we watch over a
period of time, the efficiency indicators will show that such moderni-
sation has paid valuable dividends. For instance. if we compare the
figures of 1950-51, 1965-66 and 1969 70, we find that the traffic units
per route kilometre has gone up and the number of wagons per unit
of million net tonne kilometres has come down. From year to vear,
there have been variations. But over a long period of time, they have

paid good dividends.”

1.96. The Committee drew attention to recommendation contain-
ed in para 1.65 of their 116th Report (Fourth Lok Sabha) and en-
quired whether any periodical reviews of the working of the various
Railways had been undertaken. The Financial Commissioner Rail-
ways informed the Committee, that, “Actually, what we are doing
now is, we are having a monthly review of the progress of receipts
and expenditure and we immediately alert the General Managers on
the points which should be attended to. T.ast vear, we took special
steps in respect of fuel and repairs and maintenance. On fuel, it had
zood effects. We brought down the fuel expenditure, and we will be
having the same control this vear also.”

1.97. The Committee regret to observe that the operating ratios
of the Southern, South Central and Western Rallwavs are steadily
deteriorating from year to year. The North Eastern and North Fast
Frontier Rallways which have verv high oneratine ratios are, how-
ever, showing some improvement in that their overating ratior are
gradually coming down, Whereas it mav not be quite apnrenriate to
compare the working results of one Rallwav with another becanas of
the circumstances peculiar to each Rallway, the Committee feel that
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comparison of performance of each Railway from year to year should
reflect the result of measures taken to effect improvements and eco-
nomies in the working of the Railways. The Committee would there-
fore like the Railway Board to continuously review the working of
each Rallway and take prompt remedial measures to augment earn-
ings by improving quality of service and effecting all possible econo-
mies by more efficient operations.

Receipts

Audit paragraph

1.98. Unlike the previous year, the increase in gross receipts
occurred mainly under passenger earnings (Rs. 5.86 crores). and
sundry other earnings (Rs. 4.13 crores) partly off-set by short-fall in
goods earnings (Rs. 5.72 crores) as shown below:—

{In crores of rupees)

Particulars ' Budget  Actuals Variations
1. Goods earnings .. . . o e 600 00 59428 (—)5-72
2. Psssongor oarnings . o . .. 27300 278-88 (4 )5-86
3. Other earnings (including suspense and mircellaneous
rooipts) .. .. . . 74-32 78:45  (1)4-13
Total Recvipts .. 04732 951-69 (+H4-27

1.99. For the first time in recent years the Budget estimates for
1969-70 did not envisage any increase in fares and freight. Certain
changes were, however, made in the freight charges during the vear
like the collection of transhipment charges on al] goods, the upward
revision of wagon load classification of a number of items of grains
and pulses; the levy of higher freight charges on non-programmed
salt etc., which had the eflect of bringing in more revenue. In the
Explanatory Memorandum on the Railway Budget for 1970-71 it was
stated that these changes would bring and an additional revenue of
Rs. 3.00 crores during 1969-70.

1.100. The Budget ecstimates of goods earnings included addi-
tional earnings of Rs. 34.00 crores anticipated to accrue from the
increase of about 9 million tonnes in the originating revenue earn-
ing traffic over 1968-69. This growth of traffic, however, did not fully
materialise as the total originating revenue earnings traffic actually
carried during the vear was 174 million tonnes—an increase of only
3 million tonnes over that carried in the previous year. While pre-
senting the Budget for the subsequent year (1970-71) in February,
1970 it was explained that the shortfall was mainly in steel plant
traffic and in general goods.

1.101. At the time of presenting the Revised estimates for the
Year alongwith the Budget for the following year in February. 1970
It was explained that according to indications then available the
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additional traffic might be only about 5.5 million tonnes. The Revised
estimates of goods earnings were, therefore, placed at Rs. 10.00 crores
less than the Budget after taking into account the additional earn-
ings of Rs. 3.00 crores anticipated to accrue from certain adjustments
in the freight as already explained above. Against a shortfall of six
million tonnes or about 67 per cent in the originating revenue earn-
ing goods traffic over the budgetted increase, the actual shortfall in
goods earnings was Rs. 5.72 crores or 16.8 per cent only.

1.102. The estimate of passenger earnings assumed a three per
cent increase in passenger traffic over the previous year. Later, at the
time of presenting the Revised estimates for the year in February,
1970 alongwith the Budget for the following year it was explained
that consequent upon the amendment of Railways Act in June, 1969
prescribing heavier penalties for ticketless travel, earnings from
passenger traffic had shown an improvement from July, 1969 and that
it would be six per cent higher than the previous year. The Revised
estimates of passenger earnings were accordingly placed at Rs. 9.25
crores more than the Budget. The actual passenger earnings however
exceeded the budget by Rs. 5.86 crores only. The total originating
passengers carried during the year was 2,338 millions as against 2,213
millions carried in the previous year.

[Paragraph 3, Report of the Comptroller and Auditor Gene
ral for the year 1969-70 on Railways.]

1.103. The Budget estimates for 1969-70 envisaged an additional
revenue earnings traffic of 9 million tonnes over that achieved in
1968-69. The actual addition to the total originating revenue earning
traffic during the year was of the order of only 3 million tonnes. The
details of the shortfall as against targets under broad commodity
groups as furnished by the Railway Board are shown below:—

(In million tonnes)
Commxlity head Traftic Actual  Shortfall
anticipated nateriali-
in uation
1969.70
1. Revenue carning coal 5380 53-0 0 8u
2 Raw materials to ston] plants 10530 165 9. K
3. Finished produets from steel plantk (including secondary
movements) .. .. .. .. . 7-30 71 020
4. Tron ore of export .. 900 8-8 1«10
84 K0 884 110

5. Other goneral goods

170-80 1738 600
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1,104. It is seen that the traffic to and from steel plants fell short
by 3.0 million tonnes over that anticipated in the Budget for 1969-70.
The other shortfalls are under coal, iron ore for export and other

general goods.

Steel

1.105, Giving reasons for the shortfall in the steel traffic in
1969-70, the Railway Board have stated as under: “Production of the
different Steel Plants in the year not only did not come up to antici-
pation, but fell short of the level reached in the previous year. This
could not be visualised by the Railways. The Steel Plants suffered
from various internal difficulties and labour problems. As a result of
this low traffic, a large number of special type Hopper wagons
intended for transport of raw material and some bogie rail trucks in-
tended for transport of finished products idled. Net shortfall
against anticipation on account of Steel Plants alone worked to
4.0 million tonnes against the overall shortfall of 6.3 million tonnes.”

1.106. The following figures of rail movement and total produc-
tion of steel have been extracted from “A Review of the performance
of the Indian Government Railways (May, 1971)". The percentage
increase in these figures are also given:—

Yoar Prodduction &  Increase  Rail Movement Increase
Imports (thousand %
(thousands tonnes)
tonnes)
196369 .. . A 7,084 . 9,052
1969-70 . .. .. 8,270 915, 9,980 2367,

1.107. As would be seen from the above, during 1969-70 there was
an increase of more than 9 per cent in the total production and im-
port of steel over the year 1968-69 whereas the rail movement has
increased by 2 per cent only. The Committee enquired about the
reasons for the sharp decline in the relative share of the railways
in the movement of steel traflic. In a written note, the Railway Board
have stated: “Against 6.8 million tonnes of pig iron and finished
products from Steel Plants transported by the Railways during
1968-69 the movement in 1969 70 was 7.1 million tonnes. Traffic lifted
from the Steel Plants, therefore, went up. The left over of moveable
stock in different steel plants at the end of 1969-70 was also less than
that at the end of 1968-69,

The item (iron and steel) in the ‘Review of Performance of
Indian Government Railwys (May, 1971). Table VII' include not
only pig iron, finished products and semi-finished products from
Steel Plants and imported steel. but also secondary movements from
foundries and rolling mills, movement from dumps and carry-over
stock ete. This is why the percentage of movement had been gene-
rally more than 100 per cent of production and imports. The latter
tategory of movements are variable depending on the pattern of
trade. Movement of imported steel by rail also depends on the
Yuantity required for distribution locally in the big port towns by
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means other than Railways. Moreover, as explained in the foot-note
to the same table, the production data of industrial goods relate
mostly to calendar years whereas the rail movement figures relate
to the financial year. It will not, therefore, be realistic to draw any
conclusion about any increase or decrease in the Railways’ share in
the movement of steel traffic on the basis of the rail movement com-
ponent of the production and imports. A better guide would be to
judge the performance of the Railways from the lifting of pig iron
and finished products from the different Steel Plants.

Movement of pig iron and finished products from the different
Steel Plants as also the clearance of imported steel always receive
the highest priority and no pains had been spared by the Railways
to effect full clearance.”

1.108. As regards the reasons for the shortfall in the traffic of
coal, iron ore for export and other general goods the Railway Board
have stated:

Coal

“There was a shortfall of 1 million tonnes against target in coal for
Steel Plants (12.6 million tonnes against anticipation of 13.6 million
tonnes). This shortfall was bridged to some extent by additional
loading of 0.2 million tonnes in coal for other public consuymers (34.3
million tonnes against anticipated of 34.1 million tonnes). The net
shortfall in revenue earning coal was, therefore, 0.80 million tonnes.

It was not possible to make up more in coal traffic for other con-
sumers due to very low demand for soft coke on Eastern Railway
during May and June 1969 (about 260 wagons per day against a
normal of about 400) and very low demand for brick-burning coal
during January to March 1970 on account of heavy accumulation of
stock at destinations. During December, 1969 to March, 1970, 336
sponsored rakes for brick-burning coal representing about 25,000
wagons were cancelled by the parties.”

Iron Ore for export

“On the basis of the forecast received from the M.M.T.C.. the
Railways fixed the target at 9.9 million tonnes for 196970 against &
million tonnes transported in 1968-69. Actual materialisation was.
however, 8.8 million tennes. This shortfall of 1.1 million tonnes was
mainly concentrated over three sectors as under:—

Ex. Bailadilla to Vizag Port o e .. .. .. 071 m. tonnes

Ex. Kiriburu to Vizag Port - . . .. L. 011 .

Ex. Bellary-Hospet to Madras Port . .. .. .. 032,
14,

The highest shortfall was from Bailadilla mainly due to the in-
ability of the NM.D.C. to offer the ores as forecast on account of
mining difficulties. Loading had also to be suspended from 6th to
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i6th February 1970 on account of tippler at Vizag Port shut down
tor fixing Bucket Reclaimer and in March 1970 loading was regulat-
ed due to heavy accumulation of ores at the Port for inadeguate
shipping. Loading from Kiriburu had also to be regulated for the
same reasons.

Loading from Bellary-Hospet to Madras Port had to be regulated
in April, October and November 1969 and January 1970 due to heavy
accumulation at the Pori on account of inadequate shipping and lack
of adequate ores at the rail-head during February and March 1970.
The strike in Madras Port in June., July and November 1969 also
affected despatch.

Movement from Bellary-Hospet area to metre gauge Ports on
the Western Coast were also affected off and on, on account of in-
adequate ores. The Bargemen strike at Goa Port in May 1969 sus-
pended movement for nearly a fortnight.”

Other General goods

“Under this head, there was a drop of 0.8 million tonnes in food-
grains as compared to the traffic lifted in 1968-69. This was mainly
due to drop in the quantum of imported foodgrains from 4.25 million
tonnes in 1968-69 to 2.61 million tonnes in 1969-70. Transport of indige-
nous foodgrains went up from 11.61 million tonnes in 1968-69 to 12.52
million tonnes in 1969-70, but could not make up for the shortfall in
transport of imported foodgrains. Practically, the entire portion of
imported foodgrains are to be transported by rail whereas the percen-
tage of indigenous foodgrains transported by rail is much lower
{hardly 14 per cent) due to a lot of local dispersal and short-lead
movements by road.

The movement of other general goods was seriously affected due
to very low level of outstanding demand during a number of months
in the year as may be seen from the f{ollowing figures:—

Manth Outstanding  Registrations
Browd Gauge on Metre
Hauge
July 1968 . .. - . - 18,803 8,549
Angust 1060 N .. .. .. Ve 8,307 . 5,585
September 1969 - .. .. . .. 9,800 6,849
Octoboer 1969 .. . .. .. .. 10.400 8,825

November 1960 - . . . . 13,528 8,150
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Movement of general goods was also seriously affected during
the year on account of the following adverse features:—

(1) Serious dislocations to traffic on Eastern and Northeast
Frontier Railways on account of various antl'sopxal activi-
ties due to deterioration of law and order position.

(2) Repeated dislocations in the traffic on South Central Rail-
way on account of Telengana and anti-Telengana agita-
tions and subsequently from Feb. 1970 due to Mysore-
Maharashtra border troubles.

(3)' Serious dislocations in traffic on Northern Railway on
account of agitations in Punjab and Haryana on Chandi-
garh issue during January and February 1970.

(4) Dislocations in the traffic on Northeast Frontier Railway
on account of repeated agitations in Assam on the issue
of Second OQil Refinery during July to September, 1969.

(5) Communal troubles in Ahmedabad area in Sepiember,
1969.

(6) Serious breaches on account of cyclone and heavy rains
on South Central Railway from the middle of May to the

end of June, 1969,

(7) Extensive breaches on Western Railway broad gauge main
line in Bombay Division during August and September,
1969.

Outstanding demand for wagons at the end of the financial year
1969-70 was only 26,482 on the broad gauge and 9.33%4 on the metre
gauge representing only a day's loading.”

1.109. During evidence the Financial Commissioner for Railways
explained that "In 1969-70 we had expected an additional traflic of
9.10 millions which was justified, because there was an upsurge in
the economy in the closing months of the previous year 1968 69. For
the last three months it was three quarter million tonnes a month
i.e. 9 million tonnes in one year. Upto August 1969 it was going in
accordance with that rate. Actually, in the General Managers' Con-
ference, we were even thinking of raising the target from 9.10 mil-
lions, but what happened was that in August 1969 there was a fall
from that rate. Even in December 1969 we had an increase of 5.5
million tonnes, But in January, February and March 1970 there was
actually a short-fall not only in terms of the anticipated figure, but
even compared with the previous year. This we had not anticipated.
In these three months there was an exceptional shortfall in traffic,
particularly in coal, and the steel plants did not run to the optimum
capacity. Because of this, again, there was a shortfall which nobody
expected, in the steel plant traffic from August 1969.”

1.110. The following information regarding comparison of rail
movement with production of selected commodities has been abs-
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tracted from “A Review of the Performance of the Indian Govern-
ment Railways”, May, 1971:

(In thousands tonnes)

Commodities 1950-51 19565-56  1960-01 1865-66 1068-69  1969.70

|, Goal-—~Production Rail 32,826 38,82) 52,620 60456 74,940 79,482
" movement 30,911 35,888 50,306 66,741 68,638 70,979
(94-2) (92-4) (95-8) (96-1) (91-6) (86 3)

2. [ron oro-—Production Included in 10,883 16,802 21,107 21.578
“ 7 Rail movomont ‘Othor ores’ 10,518 17,672 20,730 20,6090
(984} (105-2)  (98-2)  (45-5)
3. trom & Stesl --Protuction 1,884 2,924 5,490 7.963 7,584 279
Rvil movement 2,750 3,713 7,088 10,077 9,652 9,980
(146 2) (126-8) (138-23 (126 5) (127+3) (120-5)
4. Cement --Production 2,605 4,054 K844 10,578 11.943 13.620
Rail movement . 2471 4,022 6,54% X.6849 9,397 10,648
(-4 (8%-2)  (83:5) (81K} (T8T) (TK-6)
5, Oil =Produgtion seeds H,15% 5,734 6,023 6,344 6,545 7,609
Rasil movomont . 1,545 1,794 A7 1470 1,364 L1

<€

1,517
B0-9) @IS (229 (282 (19:9)  (15-4)

6. Raw Jute-- Production LI 74652 T 503 573 1,05

Rail movement 170 A20 644 68 677 756

(78-9) (65-2) (86~ 4) (45 6 (‘18'2) (74-5)

7. Raw Cotton —Protuction 735 831 Ldxs 965 1,056 1,061
& imports . - .

Rail movement 524 7ot 540 ELH) 473 143

{71 4) (0 4) (45- 1) (5013) (448 (41-8)

§, Nalt —Produetion .. 2,662 3.027 3,430 $.715 5040 5,172

Rail movement 1,578 1,887 1981 2,564 2,728 2 461

(5423 (62 3y YR (54-5) (54-1) (47-6)

9 Paper aud Paper Board 208 32 445 (53 76 ®75

Production snd Imports
Rail movement 1) 264 442 6746 795 835
(W2 K] (N0 D) W3y (34 e ) W7 7)

Figures in brackets mdicate perovntage of rail movement to production and fuports.

1.111. From the above it will be seen that the Railways continue
by far to be the main carriers of the bulk of production of the basic
and heavy industries like coal, ores, cement and iron and steel. How-
ever, the relative share of the railways in the carriage of these com-
modities has come down. In this connection it has been stated that
“The drop both in tonnage and in the relative share of the railways
in respect of oilsceds, raw cotton and cotton manufactures which
are comparatively high rated, is a matter of concern.”

1112, In regard to composition of freight traffic, it has been
stated at p. 23 of “A Review of the Performance of the Indian Gov-
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ernment Railways, May 1971 that “the preponderance of low-rated
commodities like coal, ores, stones, cement, fertilizers, fodder, food-
grains and salt in the traditional mix of the revenue-earning traffic
is getting accentuated over the years. This group of commodities
accounted for about 73 per cent of the total revenue-earning traffic in
1969-70, but contiributed only 53 per cent of earnings from goods
carried. The originating tonnage of these low-rated commodities in-
creased by 60 per cent between 1960-61 and 1969-70, while traffic in
the rest of the commodities increased by only 16 per cent. The group
‘other cammodities’ recorded an increase in tonnage for the second
year in succession, which is a welcome feature. This feature appears
to have continued in the year 1970-71 also.”

1.113. Although the ratio of volume of high rated commodities
moved to the total volume recorded a slight increase in 1969-70 over
1968-69, it was very much below the level obtained in 1965-66 as

shown below:
(Tonnes in Millions)

Total Revenue  Other than %
eaming low.rated
commoditios commodities
1965-66 N . o .. 162-0 501 311
1968 .. .. . . 170-0 465 272
1969-70 .. . .- .. 1738 477 274

1.114. The Committee desired to know the details of the results
of the efforts made in the past to recapture the traffic lost to the road
as also the steps proposed to be taken in addition to the measures
already taken in the past in this behalf. The Financial Commissioner
for Railways stated during evidence: "We are constantly grappling
with this problem. The road transport or haulier can take whatever
traffic he wants and also pick the traffic he wants but the Railways
have an obligation to take all traffic that is offered including the
low-rated traffic like coal and food grains which no road haulier
wants to take because the rates are low. Now, every year we taken
on the liability of low-rated traffic which causes loss whereas the
road haulier picks the traflic which pays him most. We have created
a special Organisation to go into varipus aspects namely the Market-
ing and Sales Superintendents. They are also finding out what are
the factors which stand in the way of our taking more of these high-
rated traffic. Sometimes our rates are found to be higher, and we
then offer special station to station rate, to attract traffic from road
transport. We also try to ensure better service,

Then, again, we find that one of the reasons for the loss in high-
rated traffic in the Railways is because there are unfortunately.
thefts and pilferages on a large scale. As the Minister has been say-
ing these are increasing every year in spite off all our efforts. Wc
have tried to strength the R.P.F. and we have had some success in
combating this evil.
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So, what we need to do is to see that we give a better quality of
service so that there is less loss and fewer thefts, when there is a loss
we see that compensation is paid quickly. We have been dealing with

these problems in the last two or three years”.

1.115. At the instance of the Committee the Railway Board have
furnished a camprechensive note (Appendix I) on the working of the
Marketing and Sales Organisation of Railways since its inception,
the studies made by it and the impact it had on the growth of goods
traffic on the Indian Railways.

1.1168. As regards the results achieved by the working of Market-
ing and Sales Organisation on Railway, the Railway Board have, in
a note stated: “As a result of various steps taken by Marketing and
Sales Organisation Railways loading and earnings of selected high
rated commodities increased by 3.1 per cent and 8 per cent in 1970-71
as compared to 1969-70. This increase was achieved despite several
adverse factors faced by railways in 1970-71 such as law and order
conditions, wild cat strikes by railway staff, general industrial re-
cession, heavy foodgrain movement. poor crops in such high rated
agricultural products as cotton and oil seeds, large scale theft of
wagon parts and other railway equipments ete.

Railways have in 1970-71 also reversed the tendency for past few
vears of increased percentage of low-rated traffic to total goods tra-
fic moved. Thus in 1970-71, 32.3 per cent of the total traffic moved
was in commodities other than low rated as against a percentage of
272 achieved in this regard in 1968-69.”

1.117. The Audit paragraph states that against a short-fall of 6
million tonnes or about 67 per cent in the originating revenue earn-
ing goods traffic over the budgetted increase, the actual shortfall in
goods earnings was Rs. 5.72 crores or 16.8 per cent only. The Com-
mittee enquired about the reasons for the disproportionate variation
in earnings especially when the lead has not increased significantlv.
The Railway Board have in a written note stated:

“The Budget estimates of goods earnings for 1969-70 were
put at Rs. 600.00 crores. This took into account an estimated
increase of 9 million tonnes of originating traffic, over the pre-
vious year’s level i.e. about 179.8 million tonnes of revenue
ecarning traffic. The actual materialisation was 173.8 million
tonnes, that is, 6 million tonnes less than the anticipation. Tt
mayv be mentioned that the cstimate of goods earnings includ-
ed the element of “other goods earnings” which was of the
order of Rs. 1375 crores in 1967-68 and Rs. 13.82 crores in
1968-69. Excluding this element from the Budget estimate of
goods earnings for 1969-70, the average ecarning per tonne
works out to Rs. 32.60. Thus the shortfall of 6 million tonnes
of originating goods traffic shovld account for a shortfall in
earnings to the tune of Rs. 19.56 crores compared with the
Budget anticipations.

2. The averase lead of rovenue earnine sonds traffie in.
creased from 633 kms. in 1968-69 to 643 kms. in 1969-70. i.e. by
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about 1.52 per cent. Applying 1.58 per cent to the goods earn-
ings of 1968-69 (excluding ‘other goods earnings’) of the order
of Rs. 548.97 crores, the increase in earnings on account of
increase in lead may be put at about Rs. 8.67 crores.

After the presentation of the Budget for 1969-70, there werc
certain revisions of rates, such as, levy of transhipment charges
effective from 1-8-1969, enhancement of supplementary charge
on foodgrains from 6 per cent to 9 per cent from 15-6-1969,
revision of wagon load classification for salt and allied commodi-
ties, and certain categories of foodgrains from 1-11-69. Thesc
were expected to bring in an additional amount of Rs. 3 crores.
Thus, the increase in earnings on account of increase in lead
and revision of rates works out to Rs. 11.67 crores.

The effective shortfall compared to Budget anticipations is
thus only Rs. 7.89 crores (19.56—11.67), against the short-fall
of Rs. 5.72 crores as per actuals for 1969-70. There is thus an
unexplained element of only about Rs. 2.17 crores. It may be
pointed out that the other goods earnings, consisting of demur-
rage. wharfage, siding charges, shunting charges etc., which
were of the order of Rs. 13.8 crores in 1968-69 went up to
Rs. 16.15 crores in 1969-70. This would account for the unex-
plained element referred to above, viz., of Rs, 2.17 crores.”

1.118. In para 1.75 of their 11th Report (Fifth Lok Sabha) the
Committee had pointed out that there had been steep decline in the
percentage of rail movement of sugar and cotton manufactures to
their total production. From the available information it is seen that
even though the Railways continue to be by far the main carriers
of the bulk of production of the basic and heavy industries like coal.
ores, cement and iron and steel, the relative share of the Railways in
the carriage of these commodities has appreciably come down. In
the case of other commodities such as oil-seeds, raw cotton, salt and
paper and paper bcards etc., the parcentage of rail movement is also
steadily coming down from year to year. The Committee would like
Railways to carry out a systematic analysis and take necessary mea-

sures to retain and increase their share in the transport of these com-
modities,

1.119. The Committee take note of the work done by the Market:
ing and Sales Organisation through its various services and agen-
cies, They would. however, suggest that through proper studies the
economics of each service such as Container Service, Freight Forwar-
ders’ Scheme, Super Express Goods Services, etc., should be evaluat-
ed so that necessary measures could be taken to improve the services

and extend them in the interest of attracting mowe trafficr to Rail-
ways.

Performance of Production Units
Audit Paragraph

1.120. The total number of locomotives and coaches actually pro-
duced by the three Production Units during 196970 vis-a-vis the
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Budget anticipations and the actuals for the previous year is
shown below:—

19689.70
. Ao, 1008-69
Particulara Budget Actual Aotual
antioipa. Production production
tion
1. Chittaranjan Locomotive Works—
(a) Steam Looomotives . .. o . 70 45 08
(5) A. C. Elootrio freight Losomotiv . .. 60 31 48
(¢) Diesel shunters .. . . . 48 22 17
Toran .. 178 08 133
1. Diosel Locomotive Worka—
(a) B. 2. Dieael cleotrio Loonmotivea .. i 75 58 60
(b) M. (i, Dicsel eleatrio looomotives o . 30 24 10
(e) B. (X, Diesel shunters .. .. 4
ToraL . 105 82 74

[{1. Integral Coach Faotory-—
(a) Production of shells .. . .. 740 595 532
(h) Eleetric Multiple Unita 4 51 100
J

{¢} Rail oars i . .. .. . Ve .. 8
(d) Furnishing of shells . .. .. 67 it 635

*RBreak up among the items is not available,

1.121. Table below shows the unit cost of production in respect
of locomotives in Chittaranjan Locomotive Works and Diesel Loco-
motives Works during 1968-69 and 1969-70:--

e T e e
(in lakhs of rupees)
Types of lovomotives o

1969.70
Chimvearuujnn Looomotives Works—

B. Q.
W. G. (Steam) .. . . . N 5-96 6-45
W. L. (Steam) . .. . .. .. 5-81 ..
A.C.F.T. (Fleartio) » . . . 18-92 2090
Diescl shunter .. .. - .. . 1206 13:13

M. G.
Y. G. Steam e .. .. i . .. 8-08

Diesel Looomotive Works

R. (. Dieacl (WDM2) . .. . 22.52 23-28
M. G. Diesel (YDM4) . ) .. - 19 54 17-47

Note: The average cost for 1969-70 represents the cost for part
of the locomotives produced during that year and not for the entire
production.

[Paragraph 9, Report of the Comptroller and Auditor Gene-
ral of India for the yecar 1969-70 on Railways.]

1.122. In a note the Railway Board have stated that “The figures
of production of locomotives and coaches of CL.W.. DLW, and I.CF.
furnished in the budget for 1969-70 were based on the estimates made
by these three Production Units. These figures were revised in the
‘Revised Estimates' for 1969-70 and again in the ‘Final Modifications'
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for 1969-70 depending upon the actual trend of production which in
turn depend on availability of materials and changes in production
priority for certain types of locomotives, and coaches during the
year.”

1.123. From the figures given in the Audit paragraph it is seen
that against 178 locomotives anticipated to be produced at CL.W.
in 1969-70 only 98 locomotives were actually produced. Similarly
in D.L.W. against an anticipated production of 105 locomotives 82
locomotives were produced during 1969-70. The Committee desired
to know the reasons for the large variation between the production
figures anticipated in the budget and the actual outturn in C.L.W, and
D.L.W. during the year 1969-70. The Railway Board have, in a writ.
ten note, stated: “The basis for budget anticipations is the expected
performance of the Production Units based on the actual performance
of previous years, up-dated by anticipations of additional facilities,
manpower etc., and supplies of raw materials, components of import-
ed origin, supplies of components by other allied public sector units
like HEIL/Bhopal, H.S.L., indigenous development of components
and materials in substitution of similar items of imported origin.
There are many imponderables which go to contribute to the produc-
tion targets of these Units at CLW and DLW, but the figures adopted
for Budget proposals are specifically pitched on the higher side in
anticipation of getting the maximum output from these units.

1.124. During the year 1969-70 unfortunately many of the anticipa-
tions did not materialise. Supplies from normally assured sources
of raw materials etc., were well below targetted anticipations—
especially supplies from TISCO, Rourkela and IISCO of sheets of
various gauges, Axles etc., and the Calcutta Dock strike led to hold
up of imports which adversely affected production. Supplies of As-
semblies and sub-assemblies from HEIL/Bhopal of essential electric
traction equipment were delayed thereby affecting production pro-
gramme of D.L.W. Again. release of foreign exchange for imports
of vital components got delayed by 4 to 5 months, necessitating
slowing down of production at DL.W. to maintain continuity.

1.125. The Committee enquired since the budgetted production
figures were much less than the rated output how the shortfall in
outturn was justifiable. In this connection the Railway Board have
intimated: “The budgetted production figures are based on an assess-
ment of all round supply position of raw materials, import items.
indiginised items and the actual manpower availability in each of
these Units. The rated output. however, normally reflects the in-
stalled capacity of the Unit based mainly on installed machinerv
and plant capacity and layout including covered accommodation.
but does not take into consideration the position of suvplies of raw
materials and bought out items or the availability of trained per
sonnel to overate the Unit and the time taken for the development
of skills and productivity to the optimum level.

The shortfall in production was also due to delayed supply and
drop in the outturn of traction motors and various items of statistic
equipment from the traction motors shop of C.LLW. This was in
turn due to teething troubles and vnroblems encountered in the de-
velopmental stage in the production of silicon rectifiers. smoothing
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ccactors, master controllers, shunting motor and electric-magnetic
contractors, inductive shunts, reversers, traction breaking §w1_tches
and difficulties in the assembly of Traction motqrs. Difficulties were
also encountered in the supplies of roller bearing axle boxes from
NEI, brake equipment and compressors from Westinghouse, Saxby
and Farmer and supplies of spring steel rounds from GXW. due to
the lock-out in that firm.

The reduction in the production of steam locomotives at Q.L.W.
in 1969-70 as compared with the budget anticipation has to be viewed
in the context of the diversification of production at C.L.W. No
further order for steam locomotives was to be placed and steam
locomotive production was to be entirely discontinued by 1972-73.
The production of electric locomotives of differeni_: types and dxesgl
shunters had to be gradually stepped up. With this background it
pecame necessary to taper off steam locomotives production more
steeply. from 1968-70, in order to release adequate number of staff
for retraining for the purpose of employing them in, and increasing
in due course. the outturn of electric and diesel locomotives and
components required faor these.

Regarding the shortfall in outturn from D.L.W., it may be stated
that the drop was due mainly to non-receipt of electrical equipment,
B.G. Generators, M.G. electric traction equipment from HEIL/
Bhopal. The supplies of these did not at all materialise to the
schedule programme and this directly affected the outturn. There
was also a delay in the receipt of B.G. axles from import sources
mainly due to a strike in France and due to the ships taking the
longer route round the Cape and this affected production to the
target. Throughout the year 1969-70. D.L.W. experienced difficulties
in supplies from import sources and indigenous suopliers.”

1.126. According to Audit the Railway Board had stated in
September. 1968 that about 325 electric locomotives could be re-
auired for the period 1966-67 to 1970-71. The tota! production during
the period 196667 to 1969-70, however, was 166 locomotives only.
Asked to explain the reasons for this shortfall, the Railway Board
stated: “The proiected production of electric locomotives during
the old 4th Plan period (1966-67 to 1970-71) was 325 AC locomofives.
The actual production of electric locomotives from C. L. W. during
196667 to 1970-71 was as under:i—

1966.87 57
1947.68 30
190R.49 48
1969.70 . .. .. . 81
1970.71 .- . . .. . .. 4149
218*

® Out of the 218 oleotrio locos tarned ont 207 were ACFT. 6 ACMT and 3DC.
The verv frequent revisions of supplv dates ‘and failures of

HETL/Bhooal in supplies of electric traction equipment throughout

’q}"‘ ve]ar 1966-87 to 1970.71 affected the production programme

severely,

L'TD3L8S.8
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The manufacture of traction motors had been taken up in C.L.W.
for development and indigenisation of this vital item but in the
course of the manufacture of these, in the initial stages teething
difficulties were experienced requiring prolonged testing and cor-
rective action and hence adequate capacity could not be built up to
the extent expected in this period. Similar difficulties were also en.-
couraged in developing the manufacture of Master controllers ang
other statistics equipment. Difficulties were also encountered jn the
supplies of assemblies and sub-assemblies of essential electric trac-
tion equipment, supplies of roller bearing axles boxes from NEI,
brake equipment and compressors from Westinghouse, Saxby and
supplies of spring steel rounds from G.K.W. due to lock-out in that

firm.

The large scale diversification of the type of locomotives also
to an extent contributed to the drop in production in so far as
manufacture had to be taken up of entirely new series of loco-
motives involving a lot of planning and ancillary works, against
the original 325 ACFT locomotives it was found necessary in the
course of these years to urgently manufacture some DC locomotives
as well as ACMT type of locomotives.”

1.127. To a question whether the shortfall in production result-
ed in continuation of the costlier steam traction even on electrified
sections, the Railway Board replied: “The shortfall in' production
was to some extent set by the slight delay in the energising of a
few sections originally planned for -electrification earlier, due to
which the necessity for some number of locos was not felt. Also, a
few short-distance trains which had originally been taken into con-
sideration for haulage by electric traction were deleted from the
list mainly to avoid frequent changes of motive power at short in-
tervals from electric to steam/diesel etc. as that would have con-
tributed to idling of other modes of power at the changeover points.
Again where the major portion of the run for a train lay in steam
motive power section with only a short distance to be covered by
electric motive power such trains were operated right from the
start to finish with steam motive power, For example, trains from
Howrah on the Bandel Kata-Naihati section were all operated bv

steam from Howrah.”

1.128. The table below gives the particulars of total production
and expenditure vis-a-vis the budget in three production Units:—

Total Produotion (1869-70) ‘ Expenditure (000) 7
(1969.70)

r~ nan ] )
Budget Actuals Variation  Budget Actusls Variation?,
0

O.LW. . . 178 98 (—)38:70 24,18,65  10,08,68 (—) 2112
D.L.W. v . 105 R (—) 21-00 18,68,50 14,4130 5—) 2266
1CF. ve e 740 Suells —) 12:3 .7,93,24, 16,23,537(—) -6

648
670 fornishing
608




45

1.129. From the ahove it is seen that in the case of C.L.W. the
variation in the actual and budgetted figures of production was of
the order of 33.70 per cent but the variation in the actual and bud-
getted expenditure was only 21.12 per cent. Similarly in the case
of 1.C.F. the production was reduced by 12.3 per cent but the reduc-
tion in the expenditure was only 9.46 per cent.

1.130. The Audit paragraph also brings out that the average
cost of production of locomotives produced in C.L.W. during 1969-70
was much more as compared to 1968-69. As to the reasons for the

increase in the average cost of production in 1969-70. the Railway
Board have stated:—

“Reasons for increase in dverage cost of production in 1969-70 ober
that in 1968-69

Steam Loco: WG—The average cost of production of 19 WG
lacos (out of 32 locos turned out during the vear 1969-70) for which
cost reports have been finalised, has increased by Rs. 48.294 over
the average cost of production in 1968-69. Briefly, the reasons for this
increase are: (i) increase in direct labour cost partly due to increase
in direct man hours per loco resvlting from manufacture of more
item of components in the works itself and partly due to increase
in labour hourly rates consequent on increase in D.A., increase in
wages in time scale etc.. (ii) Increase in direct material cost due to

increase in prices of raw materials and components purchased from
trade:

(iii) increase in overheads due to increase in wages of indirect
labour consequent on increase in IV A. increase in wages in time
scale, increase in the cost of indirect stores ete,

ACFT Electric Locomotive: The average cost of ACFT electric
locomotive in 1969-70 has increased over that in 1968-68 bv about
Rs. 2 lakhs per loco, Reasons for increase in cost were briefly:

(a) Tncrease in direct labour cost due to increase in man
hours per loco arising out of increase in the quantum of

work done per loco, increase in labour hourlv rate conse-
auent on increase in D A etc:

(b) Increase in dirert stores cost due {n increase in the price
of HETL transformers. shoo manufacture of Traction
Motor in C.I.W. works (which is a sonhisticated new item
in the initial stages of manufacture in C.L.W.), ete.

(¢) Increase in nverheads dune to increase in wages and in-
crease in indirect stores. a< alsp increase in direct labour
cost ner loco exolained above. on which the overhead is
levied as a percentage.

RG Diesel Shunters:

The increase in the cast of nroduction in 1069-70 over that in
1978-69 which was marginal viz. Rs 70M/- per loeo was due to in-
creased DAL wares in time seale and increase in the cost of mate-
rials imnorted as well indizenously purchased”

T./TDATRR—fa
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1.131. The Committee also desired to know the estimated cost of
production for each type of locomotive, coaches, ete., the actual cost
and the reasons for the variation. In this connection, the Railway
Board have stated: “Ordinarily no estimates of cost of production are
prepared for each type of rolling stock programmed to be produced
during a year, The average cost of production during the previous
year serves as the basis for comparing and controlling the cost of pro-
duction in the current year, which is the purpose of any estimate of
cost. There is adequate control over labour as all the manufacturing
operations have been brought under “incentive working” in CLW
and ICF and to an appreciable degree in D.L.W. The utilisation of
materia] is adequately controlled in production pre-planning. Under
such circumstances the previous years cost amply serves the object
of an estimated cost.”

1.132. In reply to another question as to what extent has fall in
actual production with reference to budgetted production affected ab-
sorption of overheads per unit, the Railway Board have stated: “The
short fall in production in Rolling stock with reference to initial pro-
gramme of production for the year which is fixed cosiderably in ad-
vance has not affected the absorption of overhead costs as the over-
head expenditure is regulated according to revised budgetted produc-
tion which conform to actuals. In addition to locomotives the Produc-
tion Units are also engaged in additional activities of manufacture of
components for future production, spare boilers (in CLW), spare
parts for maintenance purpose (in DLW). Therefore even if there is
some short-fall in the production of Rolling Stock, there will be cor-
responding increase in other productive work so that the absorption
of overhead expenditure is not affected.”

1.133. The Committee desired to know how do the cost of produc-

tion in the three produtcion units compare with the landed cost of
similar units, In a written note, the Railway Board have stated:

“The average cost of production of locomotives and coaches dur-
ing the year 1970-71 in the three Railway Production Units is indi-

cated below:

Exoluding  Inoluding
proforma proforma
oharges charges

(Ra. lakhs) (Rs. lakhs)

OLW Electric Locomotives—
ACPFT . e 2145 2385
ACMT .. . .e . . 2867 2847
Diesel Locomotives—
B. G. Shunters .. .. e . . 1303 2480
N. G. diesel .. .. o .. . 1128 12-81
DLW Digsel-Electric Locomotives—
B.G. (WDM2) e e 22-48 25.08
Ill'. .’(";YRI;I“) “Wom._ 1748 2008
O.P. Purn;
1st Clase (B.G.) e e 2-45 269
Ist Clam (M. G.) 1-88 2-08
IIIrd Class (B.G.) 234 988
TIIrd Class (M. G.) . . 1:59 1-68
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As regards the question of comparing the cost of production in
the railway production units with the landed cost of similar units,
it may be stated that after establishing production in the Railway
Production Units, locomotoives and coaches have not been imported
in recent years, The present day production cost in the railway pro-
duction units will not, therefore, be comparable with the landed cost
of locomotives and coaches imported years ago. Moreover several im+
provements have been made in the designs for locomotives and coaches
peing manufactured in the railway production units based on the
experience gained in the operation of the stock in Indian conditions.

It may, however, be mentioned for information that the average
landed cost of Broad Gauge Diesel Hydraulic Locomotives of similar
Horsepower as WDM2 produced currently at D.L.W. ordered for im-
port from West Germany in 1967-68 was Rs. 39.07 lakhs and Metre
Gauge Diesel-Electric Locomotive YDM4A type being manufactured

currently at D.L.W. ordered for import from Canada in 1967-68 was
Rs. 18.32 lakhs,

The average cost of Broad Gauge Electric Locomotive ordered in
1963 for import from West Germany was Rs. 25.36 lakhs.

For over 15 years now passenger coaches have not been imported
by the Indian Railways, but according to an advice received in 1950
from M/s Schlieren, Switzerland the average cost of imported Swiss

make 1st Class Coaches was Rs. 2.20 lakhs and third class coaches
Rs. 1.65 lakhs.”

1.134. The Committee drew attention to the recommendation con-
tained in para 3.42 of the 119th Report (4th Lok Sabha) of the Esti-
mates Committee and enquired whether the Railway Board have made
a comparative study of the performance of the diesel locos produced
by DLW wvis-a-vis the imported locomotives. The Railway Board have
informed that “The Railways have becn asked to make a comparative
study of the periormance ol the diesel locos produced by the Diesel

Locomotive Works, vis-a-vis the imported locos. The result of the
study is awaited from the Railways.”

1.135. As regards the manufacture of components and indigenous
contents of the locomotives manufactured at CLW and DLW, the
Railway Board have stated: "With the steps already taken, a larger
degree of self-sufficiency i1s expected to be achieved at the end of 4th
Plan period. DLW have progressively increased the indigenous con-
tent of the BG & MG diesel-electric locos to 85% and 80°¢ respectively.
CLW have gradually increased the indigenous content of electrie lo-
comotives to 78.67¢ on BG diescl locomotives to 70% and 50c on MG
main line diescl locos. As regards the Estimates Committee's recom-
mendation to draw up a target date by the end of 1970-71 to manu-
facture all components hitherto imported, it is submitted that a clearer
picture would be available only after some more time, say at the end
of 4th Plan period and in the meantime the drive for indigenisation
continues. It may, however, be mentioned that even ultimately some
essential raw material and special components will have to be im-
ported and 100¢% indigenisation is not likely to be achieved.”



48

1.136. The Committee note that against 178 locomotives antici-
pated to be produced at Chittaranjan Locomotive Works in 1969-70
only 98 locomotives of difterent types were manufactured. Similarly
in the Diesel Locomotive Works, varanasi, only 82 locomotives were
produced in 1969-70 against an anticipated production of 105 locomo-
tives. The shortfall :n the production has peen attributed to non-
materialisation of anticipativns in regard to supplies of raw materials
and components from local as well as foreign sources. In the case of
DLW besides other extranous factors, the reiease of foreign exchange
for import of vital components was delayed, which necessitated slow-
ing down of productjon. So far as supphes of raw materials and com-
ponents are concerned, the Commitiee would urge better planning
and advanced procurement so that these do not hold up production
schedule, The Committee are perturbed to note the delay of 4 to 5
months jn the release of foreign exchange for imports of components
which attected adversely the production programme. The Committee
desire that there should be betier coordination and advanced plan-
ning to secure foreign exchange allocations in order to import in time
the requisite components to sustain the production programme,

1.137. The Committee feel that any shortfall in the targetted pro-
duction which is always related to the installed capacity of a pro-
duction unit, not only adds to the overall cost of production but also
results in under-utinisation of the nstalled capacity. As against the
projected production of 325 locomotives during the period from
1966-67 to 1970-71, the actual production of only 216 locomotives at
CLW during the same period would mean that a portion of the capi-
tal investment remained unutiisea during ths period. this cowid
also in a way imply over-capitalisation with all its attendent dis-
advantages. ‘Lhe Committee would therefore like that all out efforts
be made to ensure that the installed capacity of the production units
is utilised to the optimum level

1.138. As regards the marked increase in 1969-70 when compared
to 1968-69 in the cost of production of W.G. Steam locos and ACFT
electric locos produced by CLW, the Committee are not convinced
with the reasons given such as increase in the cost of labour and raw
materials etc. which are common factors in all the production units.
The natural inference therefore would be that because of shortfall
in production the overhead expenses debitable to each unit actually
produced got enhanced and hence the overall production cost has
gone up. To that extent the contention that the shortfall in produc-
tion has not attected the absorption of overnhead costs does not sound
convineing,

1.139. Another point on which the Committee would like to com-
ment is that although the cost of production of locomotives or coaches
may not be comparable to similar locomotives and coaches imported
earlier, an attempt should be made to find out the ex-works cost of
similar or comparable units being turned out by the collaborators in
their own country as also the prices prevailing for comparable rolling
stock turned out by leading manufacturers in the world.

1.140. The Committee are confident that with sustained efforts
itshould be possible to bring down our costs further and thus improve
our competitive position in the export market.
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1.141. The Committee would like that the comparative study of
the performance of the diesel locomotives produced by DLW and
electric locomotives produced by CLW vis-a-vis the imported locomo-
tives should be completed at an early date so as to effect improve-

ments In our locomotives.

1.142. Concerted efforts should also be made to progressively in-
crease the indigenous contents of the locomotives manufactured in
CLW and DLW. There should be a -time bound programme for de-
veloping manufacture of such components which are at present being
imported, so that we can attain self-reliance at the earliest.



CHAPTER I

PLANNING AND EXECUTION OF SCHEMES

Planning for acquisition of the locomotive power on the Indiay
Railways

Audit Paragraph

2.1. In planning for the acquisition of new rolling stock, the
Ministry of Railways (Railway Board) had. upto the Third Plyp
Period, followed the incremental mecthod of calculations by which
the rolling stock requirements of the anticipated additional traffic
only were assessed. The Public Accounts Committee (1967-68) in
their twenty-second report (Fourth Lok Sabha) recommended thyt
the Ministry of Railways should review the methodology of planning,
The Ministry of Railways (Railway Board) changed the methodology
of planning from incremental to the overall traffic, in respect of
wagons, from April, 1968 onwards but continued to calculate the
locomotive requirements on the incremental method till July, 1969
when they adopted the net tonne kilometre basis for assessing the
locomotive requirements with reference to overall traffic. By this
method, the total number of locomotives required in 1970-71 was
worked out at 9383 for B.G. and 4185 for M.G. Even according to this
method of calculation, the total number of locomotives required for
the actual traffic that had materialised during 1965-66 to 1965-8Y
were considerably less than the locomotive holdings as shown be-
low:—

T No."of Tocomatives in steam equivalents’

— PR -
B.G. M.G.

— - S S U

HoMing Requirement Surplus Helding  Requirement Surplus

¢

1965-66 . 85,6800  7,476°0 L25-0  4,061-0 37680 208
1066-67 .. §,640-6 7,609°0 1,i31-5 4,055 5 37070 300
1967.68 . 87705  7,532-0  1,238:6  4,120:0  3,6U8-0 4220
1968-68 .. 8,847:5 7,723°0  1,124-86 4,1770 37730 e

2.2. The Ministry of Railways (Railway Board) stated (Decem-
ber. 1970) that procurement of locomotives had to be arranged in
the light of traffic targets finalised by the Planning Commission in
consultation with the Ministries concerned and that the surplus of
locomotives which jtself was due to non-materialisation of the ant-
cipated traffic on account of general recession in the country and
unforeseen circumstances relating to law and order, civil distur-
bances, pilferage, labour strikes etc., was only notional as there was
heavy overaged content in the locomotive holdings during the period
under consideration. The overaged Jocomotives were stated to have
been retained in service to meet the requirement of anticipated traffic
to avoid a big power gap. This indicates that the surpluses were held

50
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in terms of an unduly large number of overaged locomotives, which
the Rauway board taemnselves consider 10 be ot notional existence
only but whith nevertheless leads to adverse financial enects in
terms of cost of maintenance, cost of operation including crew and
other staff, excessive consumption of fue] etc.

[Paragraph 11, Report of the Compirolier and Auditor Gene-
ral for the year 1969-70 on Rallways.]

2.3. During evidence the Committee desired to know the out-
come of the study made in 1965 regarding the requirements of loco-
motives both for BG & MG lines, A representative of the Railway
Board deposed: “ine swuay caried oul in 1900-66 was with reference
to the actual requirements of locomotives for the Third Plan and the
position as it would be ootaining at the end of tne Third Plan. An
ouicer on Special Luty was appolnted, who went into the matter,
and as a result of his assessment ne fourd that on the basis of 206
million tonnes of treight tratlic, tnere would be about 250 broad-gauge
locos surplus while on the metre-gauge there wouid be a shortage of
about 17 locomotives. On the other hand, he also pointed out that
there would be a large number of over-aged locomotives on line aiso
and the percentage ol over-aged locomol.ves on line, as per his calcu-
lations was 25« on BG and 15 on MG as at the end of Iil Plan.
This study was circulated to the various Zonal Railways for perusal
of the Chief Operating Supcrintendents and Chief Medical Engineers
ete. were invited to Delht 1o discuss the matter with the Officer on
Special Duty. Some Railways did not agree that there would be
surplus all the discussions did not reveal that there would be surplus
to that extent. This is so far as the study for the Third Plan is con-
cerned—which was completed in i9v3-66. A lLitile thereafter, the
Board set about assessing its requirements for the Fourth Five Year
Plan in the light of the targets that had been set”

2.4. The Committee were informed that in the study made in
1965-66 the incremental method was used whereas 1n the assessment
made for the Fourth Plan the NTKM method was adopted. As regards
the difference between the two methods, the withess stated: “The in-
cremental method formula was based on the tonnage of traflic to be
lifted in the years to come. For instance, if you make an assessment
today on an incremental basis for the Fourth Plan, it means that you
take into consideration what additional traflic you have got to lift
over the existing level. The existing holding is not taken into consi-
deration. We do not go into the surplus or shortage as on date, but we
only take into consideration on an incremental basis traflic expected
to be lifted today is 200 million tonnes and we expect that in the
Fourth Five Year Plan we will lift 240 million tonnes, we will calcu-
late and assess the additional requirements of locomotives on the 40
million tonnes irrespective of what we are holding today whether it
Is more, or less, or just sullicient for the 200 million tonnes of traffic.

In the NTKM method. which was adopted from 1969 onwards,
we take into consideration the total tonnage of traffic to be lifted up
10 the end of the Plan and a sess our requirements on the final total
tonnage of traflic. From that we substract what we are holdnig and
arrive at the net requirements for the future”.
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2.5, To a question as to why the incremental method was changed
to NTKM method, the witness replied: “I will take up the goods traffic
first. Sir. Your point is why we changed over from the incrementa}l
method to the overall traffic method which was in existence so many
years upto about the middle of the Third Plan. Upto this period the
total amount of tonnage lifted was rising and there was no question
of traffic remaining static or going down. In fact we wanted more and
more locomotives. So at this stage there was no question of thinking
that at any given point of time, we had any surplus, but on the other
we were short of locos. Indeed when the Second Plan ended the Rail-
ways were short of capacity and short of locomotive power, So there
was no surplus which we could have taken into consideration in plan-
ing years ahead. When the Third Plan ended and the recession years
came, then we felt that we may be holding something surplus either
in engines or wagons which we would take into consideration in plan-
ning ahead. So we adopted a changed methodology.

The other thing was that the incremental method took into con-
sideration only the wagons required and we applied a formula of im-
proved efficiency factor on the additional stock only and not on the
existing stock that did not affect the wagon holding. So in July 1969,
the Ministry of Railways, therefore, adopted a new method i.e. net
tonne kilometre method to assess within a reasonable range of accu-
racy the total requirement of locomotives required for all services
except for passenger services and departmental work”.

2.6. Regarding the method of calculation of requirements of lo-
comotives for the passenger traffic, the witness explained: ** We take
the total daily vehicle kilometres and divide them by vehicle kilo-
metre per vehicle day in usc to arrive at the number of coaching vehi-
cles—passengers vehicles—required and we assume one engine will
take 10.5 vehicles. We divide that number by 10.5; we have the total
number of locomotives it required for the coaching services.
We assume that one engine will be required for cretain number of
passenger coaches, that is the basis we adopt”.

2.7. During evidence the Comimitice pointed out that by adopting
the more scientific or sophisticated method i.e. NTKM method, the
requirement of the locomotives increased. Asked whether in
" computing the larger demands under the new method sufficient al-
lowance for the existing stock was made, the representative of the
Railway Board replied: “In 1969, the assessment to which we are still
adhering, was made by a Committee of officers when they recommen-
ded that the NTKM method should be adopted. At that stage, we took
into consideration the average number of locomotives required for a
given volume of traffic, which latter was worked out on the basis of
a discussion between the Railways and the other Ministries and the
Planning Commission for determining the total originating traffic an-
ticipated. We took into consideration all the over-aged locomotives
we had and that assessment showed that so much was the holding.
so much was required and so much was surplus or deficit. So, the
existing holdings figure, included the improved locomotives or over-
aged locomotives also”.

2.8. In regard to the figures of holdings and surplus of locomotives
with the Railways, as calculated by the Audit, the witness stated:
“The 1965-66 exercise was not a projection but an assessment of the
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then holdings vis-g-vis requirements. As regards the excess calcula-
led by Audit, we had 1n January, 1971, poinied out that the basis for
calculation was not correct and acceptable.”

2.9. He added: "There is a difiercnce and we are prepared to con-
vince anybody that our calculation is on a realistic basis.”

2.10. In reply to a question as to why the correct figures were not
mntimated to Audit the witness stated: *We pointed out certain errors
i calculating by Audit but did not supply alternative figures in res-
peet of alleged excess. Tne assessment which has been made by Audit
is on the basis of certain amount of tonnage actually realised. There
15 theretore bound Lo pe a ailerence, apart irom everythng else,
between the assessment made on the basis of certain prospective tar-
gets. If you look at this retrospectively on the basis of tonnage actual-
1y lfteq, 1L wouid not be comparable, and that aspect should be given
consideration.”

2.11. The Chairman, Railway Board, however added: "I accept
that there has been a failure to give the correct figures to the Comp-
troller and Auditor General in time. I shall see that this thing does
not happen. I would only plead that we may be glven an opportunity
o give the correct ligures to the Auditor-General,

2.12. The Committee desired to know the figures of their holdings
¢le. as worked out by the Railways. [n this connection, the represen-
tative of the Railway Board stated: "In 1965-66, according to the as-
sessment made by the OSD, he tound un the broad gauge about 250 sur-
plus. Only in 1969 when an overall assessment was made we found
that we were not surplus on the basis of certain tonnage to be lifted
ai the end of Fourth Plan period. We were planning tor 265 million
tonnes at the initial stage tor wie Fourth Plan. The 1969 assessment
based on 265 million tonnes did not show any surplus. Later the Plan
target was reduced to 240 million tonnes. We have reassessed and we
fuund there would be a lesser shortage. If we attain less than 240,
there would be sume surplus which we shall certainly cut up, This
on the broad guage.”

2.13. The Committtee drew attenuon to the following observa-
tion made by the ARC's Study Team on Railways:

“An analysis should be made by cach zonal railway to de-
termine their actual requirements of locomotives and the sur-
plus should be kept in good repair for use in emergency. To
keep a large number of engines in circulation until they are
actually required, is uneconomical and should, therefore, be dis-
couraged.”

214 Asked whether the suggestion contained in the above obser-
vation was considered, the representative of the Railway Board sta-
led: “That has been done from year to year. The plans of the zonal
luilways are discussed with one oflicer of the Board every now and
then, and on the basis of the discussion, the surplus that is found in a
given volume of traflic moving at that time 1s kept in good order and
Wt can supply an engine at any time.”
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2.15. Subsequently in a note furnished at the instance of the Con,.
mittee, the Railway Board have stated: “It had been made clear i,
the Railways” earlier reply to Audit that the basis of computing the
availability of locomotive power on the Railways at the rate of 95
steam locos for each of the total diesel/electric fleet was not correct
The ratio of steam locos to diesel/electric locomotives is 1:2.5 in req.
pect of main line through goods service, 1:1.5 for passenger powerg
and 1:1.25 in case of shunting/inferior service locomotives. Based op
this premise, the figures should be as follows:

(¥) Requirement of looomotives as on 31.3-66 ax assessed by

the Railway Board for 19653.66 level of traffic . 8,325 4,017
{é¢) Roquirement of locemotives on additional necount for i

traflic target of 225 million tonnes in 1970-71 as assessed

by the Board in April 1968 . . . 844 s
(i) Total requirenuent of Locomotives in 1970-71 as per Board's

assessment-—item () and (i7) .. .. .. 9,169 T
(¢r) Requirement on replacement acoount . o 1,210 463y

(v) No. of loeomotive plaaned for procarement duriag 1966-67
to 1970-71 after allow ing « credit of 2534 BG locomotives for
excess provizion in the Third Plan .. . .. 1,800

(vi) Locomotive holding as on 31-3-66 .. .. .. N, G50 4,061

ik

Thus the theoretical difference between the requirements and the
availability of locomotive power on 31.3.1966 was 355 locomotives on
the BG and 44 locomotives on the MG. Even this was due to the antie.
pated traffic not having matcrialised. as against which. the Railwass
were holding as on that date, 1887 BG steam locomotives and 618 MG
steam locomotives which were overaged. These overaged locomaotives
shou!d normally have been condemned. but were retained in sorvice
to meet the requirements of traffic. Had these locomotives been with-
drawn, the so-called surplus of 355 BG and 44 MG locomotives would
have, in fact, turned into a shortage of 1532 BG and 574 MG locome-
tives. Moreover. if the porformance at Jow efliciency of these overaged
locomotives is taken into account, even this marginal theoretical sw-
plus would perhaps be wiped out.

It was clarified that any direct reference to the locomotive power
being surplus was thus as incorrect as indirect implications that per-
formance of the locomotives was poor because of surplus holdings on
the Railwayvs, Procurement and retention of locomotive power has to
be viewed in the light of traffic targets finalised by the Planning Com-
mission. from time to time, in consultation with the relevant Minis
tries. There are various factors. such as leads of commodities. pro-
portion of empty haulage unforeseen interfercnce with railwav com-
munications, by way of natural calamities or adverse law and order
situation, which affect the transport capacity. Any review of require
ments in retrospect on the basis of actual materialisatiorf of traffic
would thus be misleading. Further, the review now being donc per
tains to the inter-plan years which were beset with recession in th
economy, which seriously affected the industrial sector and in turt
had serious repercussions on the Railways' performance.
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Similarly, it would not be correct to say that there was deterio-
ration in the utilisation of locomotives, particularly in the case of
stcam locos owing to the existence of surplus power. With the pro-
gressive dieselisation and electrification, steam locomotives have
gradually been relegated to the slower services, e.g., coal and indus-
trial pilots, sectiona] trains, shunting and van-goods services. Against
84 44% NTKMs under steam traction on the entire BG rail system
achieved in 1960-61 the corresponding figure in 1968-69 was 30.47%.
On the contrary, the percentage under diesel and electric traction in-
ercased from 9.84 to 45.98 and 1.82 to 23.55. respectively, during the
same period. Likewise. on the MG, while the percentage of NTKM
bv steam traction came down from 98.42 in 1960-61 to 62.92 in 1968-69
under diesel and electric traction, it increased from 1.45 to 36.05 and
0.13 to 1.03 respectively.

The drop in usage and diesel/electric locomotives was partly
duc to the traffic not materialising according to anticipation on many
sect’ons. On other sections with the increase in the percentage of
“ytilisation of sectional capacity under these modes of traction, inter
se crossings and precedences increased when compared to the time
the new modes enjoved absolute priority on account of the limited
number of diese! or electric-hauled trains. It would thus not be correct
1o judge the performance on absolute indices in respect of each trac-
tion. Under conditions of mixed traction, where also the proportion
of cach mode of trezction varies. the efficiency should be judged on
the basis of an all-inclusive index. NDiesel and electric locomotives
for this purpose have been expressed in terms of standard WG/YG
steam engines. It would be observed from the data given below that
the equated number of standard steam locomotives utilised for mov-
ing a million NTKM per day has come down from 25 in 1950-51 to 19
in 1968-69 on the BG and from 65 to 40 on the MG (the slight increase
in the years 1966-67 and 1967-68 reflects a lower level of traffic in those
years).

No. of gooda locomotives (in
terms of WG/YG steam loco-

Year motives) utilised for moving
1 million NT Kma. of freight
traffic per day
BG MG

1950.51 . .. ' .. . 25 a5
1956.54 . . .. o . 29 50
1960.61 .. . . . . 20 46
1965.66 .. .. . .. . 20 a
1066.67 . .. . . .. 21 42
1987.63 .. . .. . 21 ]

1968.69 . . . .. .. I8 40
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2.16. The Committee note that the figures of surplus of locomo.
tives as calculated by Audit are not being accepted by the Railway
Board now and it was pleaded by the Chairman, Railway Board
during evidence that an opportunity might be given to give the correct
figures, From the written note furnisked to the Committee by the Raj).
way Board it is observed that the figures in regard to requirement
and surplus of locomotives during 1966-67 to 1968-69 have still not been
furnished. The Committee would, therefore, like that the complete
information indicating the method of calculation of locomotive hold.
ings, requirements and surplus for all these years may be furnished
duly vetted by Audit.

2.17. However, coming to the specific question of locomotive
holdings on the Railways, the Committee would llke to emphasise
that as the assessments of locomotive requirements made from time
to time form the basis for their procurement in future, these calecula-
tions should always be based on realistic norms. The Railway Board
should also evolve a satisfactory basis for future planning and ac-
gulsition of locomotives.

Northern Railway—Loss due .to delay in the execution of Water
Supply Scheme at Suratgarh

Audit Paragraph

2.18. Due to scarcity of water at Suratgarh. an important junc-
tion on the Bikaner Division of Northern Railway, water required
for locomotives and for domestic and other uses of the Railway
colony ete.. is being brought in special trains from Sarupsar, 21 K. Ms.
away, at an annual cost of Rs. 3.32 lakhs. In order to eliminate the
water scarcity and to obviate the running of water specials, the
Railway Administration approved in August. 1959 a scheme for sup-
ply of water at Suratgarh from the Rajasthan Canal scheme. The
detailed estimate for the work was prepared in August. 1960 but the
work was commenced in April, 1964 i.e. after a period of 3} years
By November, 1967 the construction of overhead tanks. pipe line
water columns. filtration plant and staff quarters was completed at
a cost of Rs. 3.93 lakhs. The construction of diggies (tanks into
which the canal water is drawn for storage and pumping out to the
water supply system) and connected works was not undertaken as
the land required for this could not be acauired. The scheme has
therefore. not yet materialised even after a lapse of 10 vears.

2.19. When the above scheme was still on the anvil, the Railwav
Administration sanctioned in March. 1963 an estimate for another
scheme of trial boring for a tube well at a cost of Rs. 9.188. The
result of the trial bore done in Avril. 1964 was adiudged successful
as regards the quality of water. As the vield was below expectation.
another estimate for oravel development of the tube well bored was
sanctioned in March. 1966 at a cost of Rs. 20.753 (later revised to
Rs. 28.377). On completion of the work in June. 1987 at a cost of
Rs. 32588 it was found that neither the vield was as much a8
exvected nor was the water fit for drinking and loco purposes. The
tube well was, therefore, sealed,
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Due to the delay in the completion of the water supply scheme
the Railways Administration continue to incur heavy avoidable
expenditure on the running of water specials.

[Paragraph 22, Report of the Comptroller and Auditor Gene-
ral for the year 1969-70 on Railways.]

2.20. According to Audit para the water supply scheme was ap-
proved in August, 1959, the detailed estimate for the work was pre-
pared in August, 1960 but the work could be commenced only in
April, 1964, As regards the reasons for delay at wvarious stages, the
Railway Board have in a notle submitted at the instance of the Com-
mittee stated: “The work was included in 1960-61 Works Programme.
The approval was communicated to the Railway in March, 1960
while the detailed estimate was sanctioned in January, 1962. Thus
the time taken for preparation and sanction of the detailed estimate
is about 22 months. The detailed estimate was prepared by the Divi-
sion in August 1960 and submitted to Headouarters in December.
1960 after getting it dulv vetted by the divisional Finance. As the
estimate had to be scrutinized in various branches in consultation
with Division, it took considerable time before it could be sanctioned
by the competent authority.

As soon as the detailed estimate was sanctioned. indenting of
stores was initiated. The materials started trickling only in the year
1964. As all works were suitably corelated, the location of the struc-
tures could be finalised onlv after location of the diggies (for which
land was to be acquired). As such, the field work could be started
only in April, 1964.”

2.21. The Committee were informed that the work was expected
to be completed within one year and six months from the date of
commencement subject to receipt of materials and taking possession
of land from the State Government.

2.22. To a question as to the reasons for the non-completion of
the work. the Railwav Board have replied: “Delav in getting posses-
sion of the land due to reasons bevond the control of Railwav Ad-
ministration was the main cause for non-completion of the work. It
may. however, be mentioned that the sub-works, which were within
the control of Administration and usefulness of which did not

depend 'on construction of diggies were completed in November,
1967.”

2.23. The Committee enquired about the action taken by the
Railway to acquire land. In a written note the Railway Board have
intimated: “The Railwav Administration has since taken over posses-
sion of 1.806 acres of land on 20-5-71. The work of diggies has been
completed and put into commission on 25-10-71.”

2.24. In regard to the completed works viz. staff quarters over-
head tank and filteration vlant etc.. the Committee enauired whether
thev were being fullv utilised. Thev were informed: “The assets that
have been created bv the Railwav Administration are being fully
utilised for the purpose for which thev are meant as would be evi-
dent from the following:—

The overhead tanks on hich staming and the standard water
columns are fully utilised for filling the engines within the requisite
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economical time thereby eliminating detention to trains. The filtra-
tion plant and overhead tanks attached thereto are being used for
filtration of drinking water to the staff and passengers. The staff
quarters are also being utilised for housing the staff.”

2.25. The Committee desired to know as to why when the schemc
for drawal of canal water had already been sanctioned, was another
scheme of exploring the possibility of installing a tubewell sanction-
ed. The Railway Board have intimated: “Dislocation of train services
was expected to be caused when the canal distributory, from where
the diggies were to be fed. was closed for a period exceeding the
reserve capacity of the diggies. Tt was, therefore. considered neces-
sary by the Railway Administretion to have a trial bore for exolor-
ing the possibility of obtaining a dependable source of water.
Depending upon the vield from the tubewell it was intended to
function either as a supplement to diegies water supplv scheme and/
or as a standby to the same scheme.”

2.26. The Audit para points out that the trial bore done in April,
1964 did not give the required vield but the Administration proceed-
ed with the work. Givine reasons for this. the Railway Board have
stated: “It is true that the vield of water has not been upto the ex-
nectation. However, considering the fact that Suratgarh is in a desert
area, it is but natural to exploit fully whatever water resources
become available. The Railwav Administration had therefore rightlv
lanned to make full use of the available water supplv from trial
bore and improve the cualitv of water by adequate treatment.”

2.27. In another note the Railwav Board have stated: “The water
obtained from this trial bore contained permanent hardness. Since
this was not fit for loco feed purnoses and was also not considered
satisfactorv for drinking purposes. the Railwav Administration is
intending to treat the water before it could be made fit. Till such
time the water softening plant is installed and brought into com-
mission. the Railwav Administration have been constrained to seal
the trial bore temnorarilv so as to nrotect the trial bore from being
choked by debris falling inside the trial bore.”

2.28. Tt has been further stated that “Railway Administration ic
now provosing to instal Kannicot tvpe water softening plant for
softening water at this station. Arrangements are now heing made to
instal the softening plant at a cost of Rs. 1.20 lakhs. The trial bore
will be utilised after the water softening nlant is commissioned bv
about end of June, 1972

2.29. The Committee regret tn observe that the scheme for Im-
nrovement of water supplv at Suratzarh anproved in 1959 could
fructify only in 1971 ie. after more than eleven yvears. The time
taken in sanctionine the detatled estimates as also In starting the
work wae considerable, The Committre fee! that delay at varlous
mes corld have heen avolded with nroner nlanning and eoordina-

2.30 Tt has been stated that the main cause for the non-comple-
tion of the work was delay in getting possession of the land from the
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state Government, This indicates that the question of acquisition of
jand was pursued by the Raflway Administration with the State
Government in a routine manner. If the matter had been taken up
at the appropriate higher level, the land could have been acquired
much earlier and delay in the completion of the work avoided. The
Committee would like that the whole matter should be thoroughly
investigated with a view to fixing responsibility for delay at different
stages,

Southern Railway-—Premature construction of a third goods
terminal at Madras

Audit paragraph

2.31. A third goods terminal at Korukkupet in Madras built at
cost of about Rs. 1.05 crores was commissioned in December, 1965. In
the justification for this work (included in the Works Programme of
1964-65) it was stated that both the then existing terminals at Salt
Cotaurs and Royapuram had reached a point of saturation and there
was no possibility of expanding the facilities at these places to deal
with the anticipated increase in traffic during ‘the next 15 to 20 years'.
It was further stated that the number of wagons received in the
Madras area was 170 per day (86 at Salt Cotaurs and 84 at Roya-
puram) and 70 addjtional wagons per day were expected to be dealt
with in the new terminal. The aggregate traffic anticipated to be
dealt with at the three terminals together was thus 240 wagons per
day. This level has not been reached even five years after commis-
sioning the third terminal. The Railway Administration have stated
(November, 1970) that the slow growth of traffic was due to econo-
mic recession, that the traffic has started picking up and that during
the first five months of 1970-71 the average dailv receipts were of
the order of 207 wagons, the peak receipts being 228 wagons per day.
in July, 1970, a figure which is fairly close to the traffic of 240 wagons
per day anticipated at the time the works were justified and sanc-
tioned.

It may, however., be observed that Salt Cotaurs alone had
handled 168 wagons per day in January. 1960 and if the capacity of
84 wagons per day of Royapuram is added to this. the total capacity
of these existing two terminals was 252 wagons per day which was
much higher than 240 wagons, to handle which the third terminal
was built at Korukkypet.

[Paragraph 31, Report of the Comptroller and Auditor Gene-
ral for the year 1969-70 on Railwavs.]

2.32. The Committee desired to know the justification for the
brovision of a third goods terminal when there were already two
lerminals  one at Salt Cotaurs and another at Royapuram.
he representative of the Railway Board deposed during
cvidence: “The capacity and the existing number of wagons being
dealt with at these two terminals was resulting in heavy detentions
of wagons both at the terminals and the yards and in the interest of
citer utilization of resources and in the light of the anticipated
*1Y‘(>“‘th'of traffic. it was decided to develop a third terminal. This is
the main justification.”

L/J{D)3LBE~-¢
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2.33. He further added: “The need for finding another place to
deal with a large number of wagons was felt when we found that
the traffic could not be conveniently dealt with at the existing two
terminals. We anticipated additional traffic. It is always better to
find a place where opportunity offers, because if we delay in taking
a decision, the site gets developed, the area gets built up.”

2.34. The Audit para states that the new terminal was planned
to deal with the anticipated increase in traftic during ‘the next 15 to
20 years’. The Committee enquired whether it was prudent on the
part of the Railway Administration to embark upon a project costing
over Rs. 1 crore to meet the traffic anticipated to materialise in the
next 15 to 20 years. In a written note, the Railway Board have stated.
“The third terminal at Korukkupet was a developmental scheme
executed when there was no possibility of expanding the facilities at
the two existing terminals to deal with the anticipated increase in
traffic. The surrounding areas were all built up. The pressure of
traffic at Salt Cotaurs and Rovapuram were heavy. and the question
of easing the congestion due to unsatisfactory matching yard facili-
ties was assuming importance. Ravid indusirialisation in and around
the metropolitan city of Madras offered a promise of substantial
growth in rail traffic and it was necessary to provide adequate termi-
nal facilities in order to maintain satisfactory customer service.

When an additional terminal was being planned. it had to be
done both on the basis of immediate operational needs as well as
keeping in mind the potential for growth in traffic over the next 13
to 20 years. The actual growth of traffic has. however been less than
anticipated mainly on account of the rccession which has inevitably
had its adverse impact in all spheres of industrial and economic
development throughout the country. Now when the economy has
been taking a turn for the better. the quantum of traffic dealt with
at these terminals has been showing up. Details of number of wasons
handled at each of the three terminals (excluding MES coal and
other traffic such as Basin Bridge Loco coal and Parcel Loads, earlier
shown against Salt Cotaurs) are as follows:-—

Year Salt Cotaurs loyapuram Karukkupet Total

proper

1959-60 .. .. 82 74 .. 154
1960-61 . .. ! 75 .. 146
1961.62 . .. 63 74 .. 137
1962.63 .. .. 81 71 . 152
1966-67 . .. 7 46 28 1oz
1967-68 . .. o 35 37 149
1968-69 .. - T 40 38 137
1969-70 .. . 57 42 37 RER
1970.7} . .. 75 41 48 tid
1971.72 .. .. 84 44 ] 186

(6 montha)
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(The first 6 months of the year 1971-72 have been encouraging
in as much as 186 general goods wagons were dealt with on an ave-
e per day at Salt Cotaurs, Royapuram and Korukkupet.)”

2.35. From the above statement it is seen that against the com-
bined capacity of the three terminals the actual traffic handled at
ihese terminals was much less. In fact the average traffic handled
by the three terminals during the year 1966-67 to 1970-71 was more
or less the same as was handled by the two terminals at Salt Cotaurs
and Royapuram between 1959-60 to 1962-63.

2.36. As regards the combined capacity of the three terminals
and the actual traffic handled at these terminals. the representative
of the Railway Board stated, “When the justification was made, it
was determined 86 for Salt Cotaurs, 84 for Royapuram and 80 for
Korukkupet. So, the combined capacity was determined at about 240
and the latest figures indicate that we have reached an average of
just over 200 and a little more. But the intake of traffic naturally
fluctuates. It varies from month to month. The average has come to
200 that is, partly achieving target they had anticipated. But, I am
sure. with the revival of economy and the development of traffic in
the course of year. the third terminal would fully justify itself. Also
this terminal was completed in 1965. In the normal course we con-
duct a productivity test after 6 years. So this is about the stage when
we would be conducting it.”

2.37. During evidence the Committec pointed out that consider-
ing the actual traffic that materialised it appeared that huge capital
had unnecessarily been looked up. Thereupon the witness stated: “In
addition to what has been stated in the para like recession, less
traffic etc. the loss which would have been occasioned by delays in
handling at Rovapuram and Salt Cotaurs traffic which was beyond
this capacity should also be taken into consideration. for instance.
the increased detention of wagons. increased detention of shunting
engines, consequently increased fucl consummption. Besides in vears
to come we may not have got accommodation suitable for require-
ments of such a terminal. It would have been taken by somebodv
¢lse and development elsewhere might have been more costly.”

2.38. The Committee called for statistics regarding detention to
wagons, shunting engines ete. in the three goods terminals during
the period 1959-60 to 1970-71. The following statement furnished by
the Railway Board gives the figures regarding average detention to
wagons in hours:

rag

Year Salt Cotaurs  Royapuram  Korukkuper
maeeo T T s
1.6 . 530 ..

Tl 62 .. B » . 503 . -
L1263 .. . - » 604 50-0 ..
s G4 479 413

96465 h e o o o9 1.0 v

o “a o .. .. 12 - 01'(; .
1 i - - - - 68-1 473 329
};”""“7 . 2.0 L 42:0

967.68 ’ . v e P - -

. .. .. .. .. 67 FLER 343
196869 - 00 3.7 504
O . .. . y 516 404 548
S . . " 542 40-8 447

L7J (5331-38—6(;)
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2.39. It is seen from the above that following the opening of the
new terminal at Korukkupet, the average detention to wagons g
Salt Cotaurs and Royapuram has not been reduced to any significan:
extent.

2.40. The Committee enquired how was the capacity of Salt
Cotaurs terminal taken as 86 wagons per day. when this terminal
had dealt with as high a number of wagons as 168 in Januaiy, 1960,
In a written note, the Railway Board have stated: “*The figure of 16:,
representing the daily average number of wagons handled during
January, 1960 at Salt Cotaurs did not relate to the wagons dealt with
at this particular terminal alone but included the following, for
facility of statistical compilation:—

(i) 15 wagons of Parcel loads meant for Madras which had 1t
be dealt with in a siding adjacent to Salt Cotaurs on uc-
count of the remodelling of the Madras Central Station
which was then under way;

(ii) 48 wagons of Coal loads mcant for the Madras Electricity
Siding servicing the Madras Power House; and

(iii) 20 Loco Coal wagons for Basin Bridge Loco Shed.

2.41. If the number of wagons dealt with at the above 3 points
aggregating to 83 (15+46+20) is excluded from 166, the net wagons
dealt at Salt Cotaurs proper, work out to onlv 85 wagons, as against
the capacity of 86 at Salt Cotaws as given in the justification for the
provision of a third terminal at Korukkupet.”

Asked as to the criteria used for assessing the number of wagon.
dealt with at a terminal, the rep.sesentative of the Railwav Board
stated "Royapuram and Salt Cotaurs werc handling the total traffic
received in that area. The traffic received is of different types. There
is loose traffic like coal. minerals, bamboos. There is general goods
traffic requiring covered accommodation like wheat, pulses. ete. Then
there is traffic coming in smalls. in less than wagons loads: there
the wagon has to be oprned. the packages have to be sorted out and
placed in separate lots according to their nature, destination. So
capacity depends uvon the mix of the traflic veccived. For instance,
for loose traffic. we do not want anv cover: we unload in the open,
than depending upon the time we allow {or removal of wagons, we
calculate the capacity.”

242. He further added: "One more point about the manner of
determining capacity varies very much with the traffic received. If
you receive a lot of livestock. the normal capacity of 30 mayv go ubto
100, but this should not create the imnression that in all eireum
stances we will be able to deal with 100, If it is hay grass ete. it io
very easyv:. it is unloaded ard taken away in no time leaving room
for other wagons to be dealt with.”

243. In reply to another question as to why the assessment o
the capacity of the torminal at Salt Cotaurs nroved wrone. the wi
ness explained: “Tt did not fail. In replv to sn earlier guerv, 1 sai”
Salt Cotaurs wac handl'ing the traffic of tvoo other siding; served v
the terminal. that is, loco shed and power house, because wagons
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first came from Tandiarpet to Salt Cotaurs, then want to these sid-
ings. The release of these wagons was counted against the release
from Salt Cotaurs for statistical purposes. But these wagons were not
handled at Salt Cotaurs, as there was no place for extension and it
was all built up area. Otherwise, we would have tried to increase the
capacity there instead of building another terminal.”

244, The Committee pointed out that if the explanation regard-
ing the capacity of the Salt Cotaurs terminal now given before them,
had been furnished earlier to Audit, therc would have been no mis-
understanding. To this the representative of the Railway Board

replied: “I entirely agree. It is the fault of the Railway that this
information was not given.”

2.45. The Committee note that a third goods terminal at Koruk-
kupet in Madras was built at a cost of about Rs. 1.05 crores in Decem-
ber, 1965 on the ground that the aggregate fraffic in Madras area
would be about 240 wagons. The Committee, however, find that the
total number of wagons handled in Madras area since 1965 have
remained on an average less than 170 till 1970-71; it was only in the
first six months of 1971-72 that there was an increase to 186 wagons
on an average per day. The Commitiee also find that despite the
construction of the third terminal goods shed, there has been neo
marked reduction in the average detention to wagons.

2.46. The Committee note that the Railwavs are carrying out an
evaluation of the facilities nrovided at Korukkupet terminal goods
shed. The Committee would be interested to know the findings.

2.47. The Cermmittee have no obiectinn to develobpment of ade-
guate facilities for handling traffic (passenger or goods), particularly
in metronolitan areas nrovided these are fully iustified on economic
ronsideratons. The Committee would like Railwavs to remember
that anv capital investment by way of provision for additional goods
shed ete. carries obligation to pav dividend to the exchequer, and

decision for investment, therefore, should be made after most care-
ful consideration of all factors,

2.48. The Committee note that the RPRailways have explained
during evidence that the figures menticned in the Audit Paragraph
"bout the peak handling of wagons at Salt Cotaurs are inclusive of
the coal Joads meant for the Madras Flectricity Siding and loco coa!l
wagons for Basin Bridge Loco Shed etc. The Committee wish that
tte necessary clarification should kave been given to Audit at the
t'me the draft Audit Paragraph was received by the Railways. The
Cenmittee would like Railways to make sure that in foture great
tare is taken in processing the draft Audit paragranhs and that all
relevant facts are brought fully to the notice of Audit withont delay.

Dieselisation of certain sections of Fastern Railway
Audit paragraph

., 249. The dieselisation of the sections in the Shibgani Loop i.e.
Khana-Sainthia-Barharwar-Sahibgani-Temalour-Kiul ~ of  Eastern
“ivay (starting from October 1963) was considered as a temworarv
firangement initially to augment the Iine capacity for increased
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traffic. This section’s capacity to run additional trains was at tp,
same time sought to be increased by means of provision of Crossing
stations, tokenless Block Instruments and doubling of the importan;
artery, Sainthia-Barharwa section. The line capacity .wor.ks including
the doubling of the important section between Sainthia and By,
harwa was completed in stages between 1964 and 1968 (the Iy
stage of the doubling was completed and opened for traffic by Augus
1968). It was anticipated that the increased level of traffic of 197¢.7)
estimated in 1964 could be theoretically handled by steam traction
as for as the portions of the loop from Khana to Barharwa (where
the line from Farakka joins the loop) was concerned. It was onjy
in section beyond (i.e. Barharwa-Sahibganj-Jamalpur-Kiul) thas
difficulties were expected to arise owing to increased goods traffic
from Farakka side, additional passenger trains to be run during
Fourth Plan. etc. It was anticipated that pending doubling of this
section dieselisation might be permitted as a temporary measure.

92.50. The increase in traffic as originally anticipated in Octoher,
1964 did not materialise from 1966-87. particularly in the section of
Sahibganj loop beyond Barharwa. Even in 1969-70 the traffic handled
in this portion of the loop remained more or less stationary and
the bulk of the traffic is carried by steam traction (1969-70). In so
far as the section upto Barharwa is concerned, with the completion
of doubling (August. 1968) and consequent increase in capacity. the
level of traffic offering was within the capacity of steam traction.

2.51. The Ministry of Railways (Railwav Board) however, decid-
ed in October, 1968 to retain the diesels permancntlv to work on
the Sahibganj loop sections of the Eastern Railway and have since
approved the construction of a separate diesel shed at Burdwan i
augment the diesel maintenance (acilities at a cost of Rs. 20 lakhs
(July, 1967).

252. 1t is stated that the number of spare steam engines arc of
the order of 117, i.c. 10.7 per cent of the holdings in Eastern Railwav
(1969-70). A transfer of part of the diesel locos at least those work-
ing in the Sahibganj Loop on Eastern Railwav to other Railwavs. de
nending on their relative requirements. just after the completion of
doubling. etc., in accordance with the Ministrv's original decision
would have facilitated better utilisation of these locos and earning
of higher mileage. The performance of the steam engines on the
Eastern Railway would also improve thereby. as on the Fastern
Railway, the spare steam locos work out to nearlv 12.7 per cent of
the steam traction and earn at present (1968-69) only 13 thousand
net tonne kilometres per day against 40 thousands in 1961-62 thouch
the hours worked by them per day remained the same.

2.53. Apart from better utilisation of the locos, the use of col
for traction in Eastern Railwav would be more cconomical than its
use elsewhere, situated farther away from coalfields. In their recent
studies on the feasibility of dieselisation of some of the sections of
Southern and Western Railwavs which are remoatn to coal field areas.
the Ministry themselves justified introduction of diesels on grounds
of comparativelv cheaper fuel cost of diesel oil in the manner refer
red to above,
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2.54. The Ministry of Railways (Railway Board) explained
(January, 1971) that the retention of diesels on the section of Sahib-
ganj Loop on a permanent basis and provision of new diesel shed
at a cost of Rs. 20 lakhs therefor, was justified as the alternative of
reintroducing steam traction involved provision of line capacity and
loco shed facilities, etc., at a cost of Rs. 76.24 lakhs. Further, this
was also in accordance with the Ministry’'s earlier decision (May,
1963/August, 1964) to stop production of steam locos and adopt
Diesel/Electric as the future mode of traction.

2.55. It may be staled, however, that the line capacity works
were actually planned in sections beyond Barharwa, and the level
of traffic in the section having remained static. the traffic is being
managed mostly by the Steam Traction without these facilities till
date. (1969-70).

[Paragraph 33, Report of the Comptroller and Auditor Gene-
ral for the vear 1969-70 on Railways.]

256. In a note submitted to the Committee the Railway Board
have stated that diesel traction is. in fact, introduced normally on
those sections which carry a level of traffic which stean traction
cannot cope with and where otherwise line capacity works would
have to be provided at high cost. While allotting diesel locos for
working on individual sections. relative requirements of various sec-
tions are taken into account.

2.57. The Committice desired to know the justification for the
temporary dieselisation of the sections of Sahibganj loop from 1963-
64. In a note, the Railway Board have stated. '‘Diesel Locomotives
were intrecduced on the Sahibganj Loop for moving the via Farakka
traffic during the progress of doubling the Sainthia-Barharwa
single line section between the vears 1964 and 1968. During this
period, not onlv was the capacity strained due to Engineering
hlocks having to be viven, but the speed restrictions as a result of
the works. Provision also had to be kept for handling additional
traffic anticipated to materialise on the section during this period.”

258 Explaining the reasons for the permanent retention of die-
sels on the Sahibganj Inop. the Railwav Board have stated. “The
retention of diesels on the Sahibgani Loop was done both on con-
siderations of cavacitv as alse recurring savings. as compared with
steam traction. Originally when diesels were introduced. it was felt
that thev will have to work nn the section temporarilv for a period
of 5 vears. In fact., when the Railwavs came upto the Board for
nermanent retention of diesel for working on this section. the
nroposal was initiallv not agreed to on the consideration that capa-
citv would have to be developed bevond Barharwa, after which
retention of diesel might not have been justified.

The Eastern Railwav was accordinaly directed to come up with
their orovesals for additional line cavacitvy and laco shed works re-
auired for reintroducing steam traction. The works proonsed bv the
Railwav involved an expenditure of Rs. 59.84 lakhs on line capacity,
beside Rs. 1640 lakhs on maintenance facilities, and Bs. 23.10 lakhs
on signalling schemes. As against this. the cost of providing shed
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facilities for permanent retention of diesels was expected to be only
Rs. 16 lakhs. It was mainly in consideration of this fact that the
Board decided in favour of retention of diesel traction on this
section.

It may also be mentioned that meanwhile the Board had already
taken a decision to taper off steam loco production, the future mode
of traction being diesel and electric. In view of this, withdrawal of
diesels would again have been at best, only for a temporary period,
which was not desirable as eventually the section would yet have
to operate on diesel traction.”

It is seen that the decision to introduce diesels temporarily on
the Sahibganj loop as also to continue them on permanent basis was
primarily based on the projections made in 1964 about the level of
traffic in various sections of the loop upto 1970-71. The Committee
enquired what was the expectation of traffic level upto 1970-71 in
different sections of the loop as estimated in October, 1964 in terms
of total number of trains run during busv season of the vear. The
Railway Board have stated: “The expectation of freight traffic was
based on an anticipated increase of 30 per cent by the end of
Fourth Plan period over that carried during the Third Plan period.
In addition, a 15 per cent increase in passenger train services during
the same period was also assumed. Accordingly. the following ser-
vices were expected to materialise on the various sections of Sahib-
ganj Loop by the end of 1970-7T1:

Passongor  Goods Dopart. Tnhﬂ»
montal
Khana—Rampurhat ~_. . —-_. . - -9 o 20 T _r - 30 )
Rampurhat—Sahibganj .. .. N 12 26 1 39
Sahibganj—Jamalpur .. .. .. 10 1 1 22
Jamalpur—Kiul . . N .. 0 10-5 1 206

With the doubling of Sainthia-Barharwa section, various sections of
Sahibganj Loop have been regrouped to correctly reflect the capa
city on these sections. The requirement of services (in 1970-71)

according to the regrouped sections, envisaged would, therefore, be
as under:—

Passengor  Goods Depart-  Total
mental

Khana—SRainthia

9 17 1 27
Rainthia—Barharwa 12 26 1 39
Barharwa—Sshibganj . .. . 10 18 1 27
Sahibganj—Jamslpur . . ' 10 11 1 2
Jamalpur—Kint f 10:8 i 206"
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The actual materialisation of traffic from 1964-65 in terms of total
number of trains run as also the charted line capacity available for
the different sections of a loop is given in the statement below:

Beotion and Year (harted Utiliration
eapacity  during buay
seasw of the

vour

- 1 2 i T l;
(1) Khana—S8ainthia—

igg-;gg . .. .. .. .. 23 i8-5

- ‘e N AN N . . 23 17:0

1966-67 .. . - .. .. .. 23 180

1867.08 .. - e . .. - 26 185
1968.60 ., AN o .. .. . 24 14-5

:362-7? .. e Y . ‘e o 24 i5-5
70-7 . .. . . .. .. 206 1745
1973-74% .., .. .. . .. - 24 175

(2i Sainthia—Barharia—

1064.65 .. . “ . . . 25 235
}99%.3.32 . e .. .. o . RS 225

. AN .. .. .. .. pi] 235
1967-68 .. . B .. .. .. 30 23?-
1968-99 - » .. o .. .. 30 245
}ggg;(l) o A . .. . .. 56 245
870. .. .. .. .. . .. Sty 23-5
1973.74% .. o e .. .. .. 5 :37~-';

(3) Barharwa—Sahibgani—

1964.66 ., . . . - . 22 17:5
}?.gggg .. e . . . .. 22 195
066- . - . - . . 22 19-5
1067.68 .. .. . .. o . 24 lﬂ-.":
1968-69 ., . R . . N 24 2005
}ggg;(l) i . . . . - 21 16-3

70- . . .. .. .. . 24 13-4
1973.74% .. o . .. . . 24 17)«!)

(4) Sahibganj—JSamalpur—
1964.65 .. . . . 24 16

.. .. 0
1065-69 . . .. . .. .. 21 - 16-5
19088.67 |, .. - . .. . 21 16-4
1967.68 .. o o . o .. 24 16-6

- o - .. . .. . 24 i5-
197071 ., .. .. o o .. 24 lgg
1978-74% .. .. .. . .. 24 18-0

(6) Jamalpur—Kinl—

190485 .. . . - .. .. 20 16-5
1965.68 .. .. . . .. 20 156:5
1966-67 .. e . . .. .. 20 15:5
1967.68 .. .. .. .. . 22 16:6
1968.68 . .. .. . . 22 15-5
{ggg;? “ . o AN N . 22 146

. . . o . .. . 22 14-5
1978.74* ., o - . .. . 22 17-0

Anticipated,

.
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From the above it is seen that in all the sections of the loop the
level of traffic remained more or less stationary between the periog
1964-65 to 1970-71. In fact even in the case of Sainthia-Barharwg
section where the line capacity was increased at considerable cngy
the actual utilisation remained far below the charted capacity. 1y
this connection the Railway Board have explained, “While it ig try,
that in terms of number of trains run the density of traffic on thj
section has remained more or less stationary in the past, the traflic
has increased in terms of throughout and as would be seen from
the following figures there was increase ‘n the traffic over the yearg
despite the general recession in the country:

Throughout in terms of 4-wheeler wagons (Up dircotion)

A

Seotion — —
63-64 64-65 G5-66 66-67 67-68 68-6y

Sainthia—Barharwa .. 610 670 640 640 640 T8H

Barharwa—Fariakka .. 400 410 420 410 450 540
Barharwg—-Sahibganj .. 350 410 410 400 400 T

2.59. The Committee enquired why the Railway Board could not
anticipate the non-materialisation of traffic at the beginning of
the Fourth Plan (1966-67) and defer the plan of retaining the die
sels to the sections beyond Barharwa and avoid construction of
Diesel shed in July, 1967 at the cost of Rs. 20 lakhs. In reply the
Railway Board have stated. "Railway development programmes are
planned so as to fit in the overall planning in other relevant sectors
of the national economy. as per the targets fixed by the Planning
Commission. Generation of Railway capacity (line capacity works
and/or rolling stock) entails a long gestation period. The develop-
ment of the schemes on the Railways have perforce to be taken
well in time so as to ensure that develobment in anv sector of the
economy does not suffer for want of adecuate transport facilities.

The traffic on this section was anticipated to increase for which
dieselisation of the loop was proposed. It was expected to move
traffic at the level of 400 wagons a day via Farakka and also stone
and other materials to the Down country terminals. In fact. the
traffic via Farakka was expected to reach a daily average of 400
wagons by October. 1965 and 600 wagons after 1967. Whercever
riverine conditions were favourable, the movement of traffic via
Farakka had been in excess of 400, rising upto 461 wagons on an
average in April, 1969

The short-fall in the anticipated quantum of traffic has been
nade owing to the general recession in the country which was un-
foreseen, and beyond the control of the Railwavs. Lately the adverse
law and order position in the Eastern Section took its own toll.
Traffic via Farakka has to be frequently regulated and sometimes
the loaded traffic diverted on the longer route for transhipment nia
Bhagalpur/Garhara. There were substantial unsatisfied demands for
movement on this route,”
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960. It is stated in the Audit para that the traffic in sections
beyond Barharwa to Kiul is being managed mostly by steam trac-
tion. Asked to furnish details of traffic hauled by steam and diesel
tractions from 1966-67 to 1970-71, the Railway Board have stated
that the requisite information is being collected. In a separate note
it has however been stated that six diesel locos based at Howrah
were initially allotted for working through goods trains on Sahib-
ganj loop.

2.61. In reply to another guestion as to why were the diesels
not withdrawn when it was known as early as in 1966-67 that the
traffic in the loop sections beyvond Barharwa was being managed
mostly by steam, the Railway Board have stated that the informa-
tion was being collected.

2.62. The Committee enquired whether it will not be relatively
more economical to use more of steam traction than diesel. wher-
ever possible on economic and operational grounds, on the Eastern
Railway than on sections of Southern and Western Railway. In this
connection the Railway Board have stated, "It is accepted that as
a matter of policv. wherever possible on economic and operational
greunds, more of steam traction than diesels should be used on
Eastern Railway., than on sections of Southern and Western Rail-
way, but.. . ...the decision to retain diesclisation on this section was
to avoid heavy investments on developing line and shed capacities
for a temporary period.”

2.63. The Committee find that the decision taken in October, 1966
to continue use of diesels on the Sahibganj Loop which had bheen in-
troduced as a temporary measure was based on the consideration
that the cost of investment on the line capacity works required for
haulage of the expected traffic by steam traction would be much
more as compared to the expenditure involved in retaining the die-
sels on a permanent basis. It is, however, seen that before taking a
decision no realistic appraisal of the traffic requirements was made.
The traffic projections made in 1964 in regard to the level of traffic
in different sections of the loov in 1970-71 had remained unrealised.
During the period 1964-65 to 1966-67 the traffic had remained more
ar less stationery and hence augmentation of line capacity was not
at all necessary. Hagd this aspect been taken into account it would
have been realised that the traffic on the section could well be
managed with steam traction without provision of any new line
capacity works. As the Audit have pointed out that even unto 1969-70,
most of the traffic in sections bevond Barharwa to Kinl was being
managed mostly hy steam traction, Although the Railwav Board
have not furnished details of trafic being bauled by steam and die-
sel tractinn separately it can be presumed that only few diesels are
deployed on the section. The Railway Board have also accented that
“as 2 matter of policy, wherever possible on economic and overatio-
na] gronnds, more of steam traction than diece! should be used on

Easte:n Railway, than on sections of Southern and Western Rail-
ways.

264 Tn view of the above, the Committee would recommend
that the whole question may be re-examined with a view to find out
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whether the small portion of the traffic on the Sahibganj Loop being
hauled by diesels cannot be managed with steam traction and also
whether the diesels deployed on this section cannot more advanta-
geously be pressed into service on other important sections of Rail-
ways where the diesel traction is more economical.

Northern Railway—Remodelling of the yard at Chunar
Audit Paragraph

2.65. Remodelling of Chunar Yard at a cost of Rs. 25 lakhs, to
deal with the additional traffic expected to materialise from the
Churk-Chunar branch line at the end of the Third Five Year Plan,
was sanctioned in June, 1961, The work was commenced in January,
1962 and the remodelled yard was brought into commission in Sop-
tember, 1963. The actual outlay on the project to end of July, 1970
amounted to Rs. 28 lakhs.

2.66. A work study for the Chunar Yard conducted by the Rail-
wav Administration in early 1969 revealed that bv rationalising the
operations of marshalling, examination of wagons, formation of trains
and supply of empties; performed at Mughalsarai, Churk and
Cheoki. the Chunar yard could be completelv dispensed with and an
annual saving of Rs. 4.3 lakhs achieved. The rationalisation was,
thereupon, brought into effect from 1st March, 1969, but the yard
has not been closed as certain operations are still stated to be per-
formed there.

[Paragraph 48, Report of the Comptroller and Auditor Gene-
ral for the year 1969-70 on Railways.}

2.67. The Committee desired to know the justification for re-
modelling of the vard at Chunar at a cost of Rs. 25 lakhs. In a
written note, the Railway Board have stated: “The following were
the main justifications for remodelling of Chunar Yard:—

(i) Chunar would be the serving vard for the section Chunar
to Chopan which had been newly constructed. This yard
was also expected to deal with the developing traffic of
Churk-Chunar-Garhwa Road section with the growth in
production of the Hindustan Aluminium factory and the
cement factories at Churk and Dalla. This was also meant
to be the route bv which certain quantum of coal traffic
would be moved from Karanpura fields by Garhwa Road-
Chopan-Chunar route towards the northern region.

(i1) This yard was also meant to deal with the additional
growth of traffic in the Third Plan period moving from
the Eastern and Northern Railways via Mughalsarai.”

2.68. The following details of number of trains for main line and
branch line and wagons anticipated to be dealt with at the time of

remodelling and as actually dealt with have been furnished by thn
Railwav Board;



7

N'umber of wagons handled in terms of 4-wheelers at Chunar:

(i) At the time the remodelling work was sanctioned (i.e. 1960-61)
and year by year from 196/-68 onwards:

1960-61 1967-68 1968-69 1969.70 1970-71

32,916 © 47,003 51,676 52,563 65,493

Number of terminating and or.ginating passenger trains:

(i) Yoars Terminating Originating
1067-68 . . . .. 1 daily 1 daily
1968-69 - . . .. 1 daily 1 daily
196970 . .. . .. 2 daily 2 daily

1970-71 . . . .. 2 daily 2 daily

Number of main line goods trains each way handled at Chunar in
1961-62 and year by year from 1967-66 onwards.

1961-G2 1967-08 1Y65-69 1969-70 1970-71

22 241 263 :

H S

74 24-4

(iv) Number of main line passenger trains each way handled at
Chunar in 1961-62 and year by year from 1967-68 onwards:

1961-62 1967-68 1968-64 196950 1970-71

Not available It It 1} 11

2.69. In this connection the Railwav Board have stated that,
"The figures given above will show that although there is not much
of growth in the terminating and originating branch line passenger
trains at Chunar, there had been a gradual increase in the workload
bm}; in dealing with the branch line and the main line goods
traffic.”

. 2.70. The Audit para states that a work study of the Chunar
Yard conducted by the Railway Administration in 1969 revealed that
bv rationalising the operation at various points the Chunar yard
tould be completely dispensed with an on annual saving of Rs. 43
lukhs could be achieved. The Committee enquired whether before
the sanctioning of the remodelling of the Chunar yard any study
was conducted regarding the possibility of rationalisation of activities
at the various connected points with a view to examine the invest-
ment against the background of an integrated view of the operations
of the area as a whole, To this the Railway Board replied: “Before
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the sanctioning of the remodelling of Chunar Yard, no work study
was undertaken on adjacent yards on either side of Chunar. Mughal-
sarai Up yard had been expended and mechanised for dealing with
3600 wagons of interchange with the Northern Railway at the end
of the Third Plan period. If this traffic had materialised, it would
not have been possible for Mughalsarai to give any relief to any
yard by way of additional marshalling. If a work study was under-
taken of Mughalsarai—Chheoki yards before the remodelling of
Chunar yard, the same would not have produced any results nor it
would have prevented the remodelling of Chunar yard taking placc
in any wav. As the conditions existed at that time. the installation of
additional facilities at Chunar would have been absolutely essential
in the centext of anticipation of the traffic by both the Railways as
well as the Planning Commission.”

2.71. Asked whether there was a regular procedure for investi
gating the various refinements etc. that could be carried out at
various connected points before deciding to make investment on a
particular project, the Railway Board replied: “Before final decisions
are taken on investment on ony narticular project, investigation is
also made of the existing facilities available at continguous points
Only when there is no possibility of making adjustments of the
existing facilities to mecet the prospective traflic, that additional in-
vestments in new projects are agreed to.”

2.72. In another note it has been stated that the following items
of work are being done at Chunar and these items warrant the con-
tinuation of the vard:—

(i) Change of iiain engines of Cnurk Specials orginating from
Chheoki, Allahabad and Juhi yards and Renukoot specials
from Central Railwayv »ig Chheoki.

(ii) Placement in and withdrawal from the various siding/
depots at Chunar.

(iii)Attaching of the up and down stock received from the
branch line to 172Dn and 171Up main line woik trains.

(iv) Holding down traffic in the Chunar vard because of {re-
quent difficulties in receipt of train by Mughalsarai.”

2.73. The Committee regret to observe that the Chunar Yard
rempc_ielled at a cost of Rs, 28 lakhs, with a view to deal with the
additional traffic anticipated to materialise, has now been found to
be aveidable. The Committee cannot but deprecate the huge invest-
ment made on the remodelling work. ‘

2.74. 'Ijhe Committee recommend that as a matter of policy be-
fore dpcidmg on a large investment on major vards the possibility
of rationalising the operations at the connected yards terminals efc..
should be investigated in depth. Such zn exercise should in fact form

an essential part of the justification which should b 3
into before according sanction. 1d be critically gon

nowzgj Thde (t,‘:tgm;ttee woiuld also recommend that efforts should
be made erive maximum benefit fr by
ensuring that it is put to optimum use. om the Chunar Yard by



CHAPTER IIl
PURCHASES AND STORES

Chittaranjan Locomotive Works—Import of transformers for electric
freight locomotives

Audit Paragraph

3.1. The Railway Board placed orders for manufacture of A.C.
freight lpcomotives on the Chittaranjan Locomotive Works number-
ing 268 in all, out of which 150 were to be provided with imported
transformers and the balance with those from M/s. Heavy Electricals
(India) Limited, Bhopal. The manufacture was spread over from
1965-66 onwards and a review in November, 1967 envisaged outturn
of a cumulative total of 155 locomotives to end of 1967-68, 74 loco-
motives in 1968-69 and the balznce in 1969-70. A decision to import
40 more transformers was taken in November, 1967 on reviewing the
then supply position from M/s. Heavy Electricals (India) Limited
and the requirements of production during 1968-69. Foreign exchange
for 30 transformers was. however, released by the Railway Board in
March, 1968. Before this release of foreign exchange the programme
for 1968-69 was proposed bv the General Manager. Chittaranjan
locomotives works to be curtailed from 75 locomotives to 56
Locomotives. the reasons being the limited rate of supply from
M/s. Heavy Electricals (India) Limited and non-availability of im-
ported items before April. 1969. Further foreign exchange for 20
more imported transformers was released bv the Railway Board in
the last week of April, 1968, The purchas? orders for these two
batches were issued in Mayv, 1968. The delivery was to commence
from February, 1969 in respect of the first hatch and from December,
1968 in respect of the second. The increase in the number of the
transformers to bte imported was to fill up further gap in the supply
from M/s. Heavy Electricals (India) Limited. The nroduction target
for 1968-69 was revised to 60 locomotives by the Railway Board in
June, 1968,

3.2. The production of locomotives. however. could not be kept
up according to schedule. the progress being 148 locomotives to end
of 1967-68 and a further 48 locomotives during 1968-69. The indige-
nous supply of transformers was sufficient to meet the needs of pro-
duction. The shortfall in the target has been explained as due to:—

(i) modifications that had to be carried out on the 14 IR-7
series locomotives assembled and tested unto April, 1968
and their delaved despatch.

(i) continued trouble with some of the major equipment re-
quiring replacement during commissioning, testing and
inspection and consequent delav:

(iii) shortage of certain essential material.

73
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3.3. The existence of a large number of stabled locomotives of
previous IR-Series as well as the difficulties in regard to certain
indigenous components were known even before November, 1867 ay
rectification/reconditioning work on such defects were to be carrieq
out in Chittaranjan Locomotive Works as decided by the Railway
Board in August, 1967. The decision to import transformers was
taken solely on the basis of slow rate of supply from indigenous
manufacturer.

3.4. The imported transformers were received from August, 1969
onwards. The production programme for 1969-70 was 57 locomotives
leaving a balance of 15 locomotives for 1970-71. The actual production
of locomotives in 1969-70 was less than the programme due to the
same difficulties as in 1968-69.

3.5. The import of transformers has resulted in an extra ex-
penditure of Rs. 22.01 lakhs besides involving foreign exchange
expenditure of Rs. 60.52 lakhs.

3.6. The Railwayv Administration explained (October, 1970) that
the imports were arranged in order to provide a buffer stock and
that after September, 1970 the stock of Heavy Electricals (India)
Limited tiansformers came down to nil (taking into account the
needs of locomotives in process) necessitating the use of imported
transformers for loco production and that the supply of transformers
even during 1969-70 was uncertain.

{Paragraph 14, Renort of the Comptroller & Auditor General
for the year 1969-70 on Railways.]

3.7. During evidence the Committee enquired about the reasons
for taking a decision in November, 1967 to import 40 transformers.
The representative of the Railway Board deposed: “We had very
few transformers in hand for the locomotives that were being pro-
duced. So a decision was taken to import transformers. We had &
mecting with the Chairman. HE(I) L on 4-11-1967 and he confirm-
ed on 1-11-1968 that it would be better for Chittaranjan to have a
cushion by the import of transformers.”

3.8. From the information made available to the Committee it
is seen that orders for transformers were placed with HEIL, Bhopal
as below:—

36 Nos. in January, 1963 (Later reduced to 31 Nos.)
12 Nos. in February, 1966

8 Nos. in April, 1966
67 Nos. in September, 1966

3.9. Against these orders HEIL, Bhopal commenced supply n
March, 1967. The Commitiee were informed that HEIL, Bhopal were
expeeted to produce transformers @ 6 rising to 8 per month as pev
commitment made by them. Commitments and actual supplies madc
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by HEIL, Bhopal from time to time are indicated in the statement
below:

Year As pro-  As pro- As promised Aoctual
mi mised 27.7-1967 dolivery
5-3-1966  18-1.1987
By
37-3-1087 . 31 4 HE!L advised that shortfal) 3
1667-68 .. 97 66 would be made good and the 25
1968-69 .. 120 93 deliveries promised on 19.1.1871 45
1068-70 . .. 98 maintained there-after. 33
1970-71 o . .. 27
133

3.1C. From the above it is seen that against a target of 70 trans-
formers promised by the end of 1967-68 only 28 transformers were
delivered by the HEIL, Bhopal. As to the reasons for the delay in
delivering the transformers, the Chairman and Managing Director
of HEIL, Bhopal has explained the position in his D.O. letter No.
CM:G:123/3 dated the 1st Januarvy, 1968 which was addressed to the
General Manager, C.L.W. Chittaranjan.

3.11. The relevant extracts are reproduced below:

“While admitting the delay in delivering the tarnsformers
for the AC Freight Locomotives, T would like to bring o your
notice certain facts which have been responsible for the set-
back in their manufacture. Though the Letter of Intent
was received on 16-1-63. the original rating indicated for the
transformer was changed subsequently to meet the Railway
requirements. The specification for the larger transformer
was not cleared by the Railways until M/s. Oerlikon manu-
factured the first unit and tested it for performance accep-
tance. Considering that the design was finally established in
February, 1965 no material procurement could be taken up
by us earlier. Even under normal conditions, the procure-
ment time for imported materials is of the order of 10 to 12
months. In consultation with the Railways. a number of pro-
prietary items were ordered on M/s. Oerlikon and there was
a considerable delay in their delivery of some critical items.
Materials like Copper and Insulation. details were received
only during March 1966 and that too for a limited number of
sets only. Railways had in the meantime established in indi-
genous source for coolers and trving out and proving the in-
digenous unit for combined performance also involved consi-
derable time. There was also slight delay in the receipt
of the tap changers, an item of supply from the Railways.
However, in soite of these handicaps the first transformer was
manufactured within 8 to 9 moenths from the date of receipt
of basic materials Ike Copper and Insulation”

L(D)8LS8--7
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do * * » * L]

Even so every effort is being made to push up the rate of pro-
duction and we hope to achieve at least four units per month
during the current year. So far twelve units have been sent
and five more are ready for despatch. On a realistic assess.
ment I find that we will be able to despatch four units a
month from January 1968 onwards. Some additional Heaters
are expected 1o be in position by June/July 1968 and this
would help considerably in increasing the monthly rate of
production beyond July next year.”
* * ® » & *

“6. * £l #* » » *

There are always some tleething troubles in any new line of
manufacture, but in this continental design we are faced with
certain operations for which our production line is not laid
out. We have got over this difliculty to a large extent and I
feel sure that we will soon reach a rate of output which will
meet CLW's requirements fully.”

3.12. The following statement furnished by the Railway Board
at the instance of the Committee gives details of the actual and
planned production of locomotives by C.L.W., Chittaranjan.

Locomotives
A

Year

P
Planning as Revised as Actual|
on 4-11.67 on 20-11.67  production
‘Total locos Total locos  ACFT &

ACFT & ACMT ACFT & ACMT  ACMT

By-—

31-3-1467 . .. . .o 118 1R 118

1067-68 o . . . 37 37 30

1068-69 o . .. e 63 49 1

1969-70 .. .. . .. 5 54 31

1970.71 .. o . .. M 54 47

a4
(268 Ft + 6 MTH

3.13. Tt is seen that from 1967-68 onward the production of loco-
motives had had g setback with the result that compared to the
planned output of 214 locomotives only 156 locomotives were ac-
tually turned out from 1967-68 to 1970-71. As regards the reasons for
the shortfall the Audit have informed the Committee as under:

“This was mainly because of a number of defects deve-
loped in the electric locos assembled /manufactured by Chitta-
ranjan Locomotives Works as a result of which a number of
locos were lying stabled. The matter of these defects was dis-
cussed in Board in a meeting presided over by the Chairman.
Railway Board in August, 1967 and the Chittaranjan Locomo-
tive Works was directed to take up the rectification of such locos/
wheel sets, Genera] Manager, Cﬁittaranjan Locomotive Works
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" envisaged that this would affect out-turn of locos by Chittaran-
jan-Locomotive Works. The Railway Board themselves re-
duced the targets for 1968-69 {from 80 to 74 in November, 1967
and the General Manager, Chitiaranjan Locomotive Works
urged reduction to 56 in March, 1968. The actual production
level was even lower at 48.”

3.14. During evidence the Committee pointed out that in 1967-
66 and 1968-69, 28 and 45 transformers respectively were received
from the Heavy Electricals India; Ltd., Bhopal besides the 150 trans-
formers imported during the period. This made up a total of 223
transformers by the end of 1968-69. As against this the total produc-
tion of locomotives by the end of 1968-69 was of the order of 196
only. Therefore, at the end of 1968-68 the CLW should have a
balance of 27 transformers. Further during 1969-70 in addition to 33
transformers supplied by HEIL, Bhopal, 38 transformers were im-
ported and 33 locomotives were produced during the year. Asked
whether in view of the availability of transformers and reduction
in the planned production of locomotives import of transformers’
could not be avoided. The Representative of the Railway Board
stated: “Sir, first and foremost I would like to submit in a little
different way what you are saying. We mav not take the annual
supply of transformers. I have here a month-wise statement showing
the actual transformers in hand against the indigenous which have
been assembled. I mayv mention that if we need to put the transfor-
mers into locomotives, we have a four month cvele of locomotive
manufacture—from the time we let it down and the transformer to
go for the first time, before the balance of the connections can be
made. So, for an out-turn of 5 locomotives, we need about 24

3.15. The Committee called for information about the month-
wise receipt, consumption and stock position of the transformers with
the CL.W. The Railwav Board accordingly furnizshed the following
statement:

Statement of receipt, consumption and stock position of transformers
purchased from M/s HEIL and M/s Group

Receipt Consump-  Stnek

Month e tion at hand

From From Total

Mia, M s

timup EH(L L
April/87 5 11
May " . o iy . . 1 6
June .. .. .. 4 3 7 2 10
Tuly . . . . 9 ]
August .. . .. 4 1 th 3 1
September L . . f - 6 5 12
Detoher 1 ! 13
Novomber 3 } 2 14
Decomber/87 1 1 . 15
Tinuary/6s ] % 2 a1
February 2 2 . 23
Miareh P 2 12 13

ST R



78

Statement of receipt, consumption and stock position of transformers
purchased from M/s HEIL and M/s Group—contd,

Rucuipt oonsump-  Stuck

Month — A \ tion at

From From Total hand

M/s. M/s,

Group  EH(DL
April/68 8 8 4 17
May 3 3 8 12
June 2 2 . 14
July o .. . 1 2 3 4 i3
Angust 4 4 8 9
September 4 4 4 9
Ootober . 4 B
Novembher 4 4 9
Deoember/68 4 4 13
January /69 4 4 17
Februarv 2 2 19
March . o . . 6 6 ié n
April . - .. .. . .. . 9
May 14 14 .. 23
June . .. . .. 2 2 4 2
July . .. .. 3 3 8 16
August o . . 7 2 0 2
September .. . .. 3 b 5 26
October - . . 5 5 9 2]
November .. - .. 3 4 7 . 28
December/69 . .. . . .. .. .. 28
January/70 .. . . 3 4 7 3 2
February . . . .. 2 2 3 3
March . .. o 4 18 22 3 50
April . . . 2 b 3 40
May . . . . - .. 3 40
June . . . ! . 1 5 40
July . .. .. 4 4 10 4 46
August . . . . . . " 2
September .. . .. . . [ 38
October .. .. .. .. . - 1 35
November/70 .. . . 3 . 3 4 34

*34 includea defeotive teanaformern cither with CLAW or with HETL whioh number 7.

3.16. From the statement it is scen that the stock-at-hand posi-
tion of the transformers with the C.L.W. from April, 1967 to Nov-
ember, 1870 was not bad at any stage, In fact from the middle of
1969 when the imported transformers started flowing in the stock-
at-hand increased and by the end of 1969-70 there were as many as
50 transformers on hand. It is also seen from the statement that
once the supplies from HEIL, Bhopal started in June. 1967, these
were regularly coming in from then onward,
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-3.17. The Committee note that as the supplies of transformers
from Heavy Electrical (India) Limited, Bhopal on whom orders for
118 transformers were placed between January 1963 and September,
1966 bad not materialised to the extent promised, the Railway Board
decided in November, 1967 to import 40 transformers to build a buffer
stock .and aveoid any break in the production of locomotives. It is

that in the initial stages due to some teething troubles Hea

;:el?:tﬁuls (India) Limited, Bhopal were not able to keep up tﬁe
supples as promised but from January, 1968 the supplies were more
or less according to the schedule indicated by the Chairman and
Managing Director of HEIL, Bhopal in his letter of 1st January,
1968. As against this the actual production of locomotives did not
materialise according to anticipations. Against a target of 214 loco-
motives only 156 locomotives were turned out by CLW between
1967-68 to 1970-71. Thus although the decision to import transfor-
mers was based only upon the shortfall in the production of trans-
formers the other equally important factor namely the production

e of locomotives which would determine the need for
transformers was neglected. In the circumstances the supplies of
transformers from Heavy Electrical (India) Limited, Bhopal would
have proved adequate for the manufacturing programme of A.C
locomotives by C.LW,

3.18. The Committee are forced to the conclusion that there was
a failure on thetgart of CLW/Railway Board (i) to make a realis
tic appraisal of the production targets of the A.C. locomotives, and
(ii) to estimate the avalilability of transformers from indigenous
source to match with their production programme. This resulted fn
an avoidable import of transformers costing Rs. 60.52 lakhs in foreign
exchange besides an extra Rupee expenditure of Rs. 22.01 lakhs
compared to the cost of indigenous transformers. The Committee
would like the Railway Board/manufacturing units to take a lesson
from this instance and ensure that machinery and equipment are
imported from abroad only if these are required in the interest of
sustaining a realistic manufacturing programme.

Indigenous development oj mgnufacture of tokenless block instru-
ments for single line

Audit Paragraph

3.19. The Ministry of Railwayvs (Railwav Board) decided in 1962,
to instal tokenless block instruments on single line sections in replace-
ment of the token block system to augment the section capacity.
The Ministry evolved a tentative design of an advanced type of
tokenless block instrument and floated a global tender in 1963 for
the procurement of 879 instruments required by the Railway and
decided finally (January, 1964) to place an order for 300 Nos. on a
Japanese firm for fully imported block instruments (later increas-
ed to 444 Nos. in January, 1965) to cover urgent requirements of
line capacity works on the Railways. Simultanecouslv, with a view
lo developing the indigenous production of these instruments, let-
ters of intent were issued in February, 1964 to two firms for supply
of 200 Nos. in one case and 238 Nos. in the other with the stipulation
that bulk orders for the above quantity would be placed only after
Satisfactory trial and approval of the sample instruments,
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3.20. The imported instruments (444 Nos.) were received by
November, 1965 and commissioned. As regards indigenous develap.
ment of these instruments, only one of the two firms who had offer-
ed a completely indigenous item could submit an advance sampl:
(November, 1965) after a great deal of effort and money. It is i
be noted that the foreign exchange content was Rs. 375 out of the
total cost of Rs, 60C0 per piece. The advance sample was tested
through field trials and found to comply fully with the tentative Rail-
way specifications and acceptable to the Ministry of Railways (Rail-
way Board) subject to some slight improvements and modifications
(February, 1966).

3.21. In accordance with the letter of intent issued to the firm
in February, 1964, the offer should have been followed by a contract
for bulk order within 4 months after submission of the sample in
November, 1965. However, the Railway Board could confirm through
a contract, the terms of price and other conditions as laid down in
the letter of intent for a bulk order for 244 Nos. only in May, 1966.
No action was taken in the meanwhile to address the firm to extend
the validity of the offer beyond 4 months. The firm declined to exe-
cute the order (June, 1966) at the price and terms fixed in Febru-
ary, 1864, since according to them, the order was confirmed by the
Ministry of Railways (Railway Board) after the validity of their
offer had already expired in March, 1966. The indigenous manufac-
ture of these instruments involved sizeable investment in the manu-
facture of sophisticated relays, etc., the cost of which is well gg the
cost of fully imported instruments had risen since 1964 and especial-
Iv after the devaluation of the rupee in June, 1966.

3.22. The indents of the Railways for these instruments were
pending for compliance since 1961-62. The Ministry of Railways
(Railway Board) did not think it nccessary to negotiate with the
firm for revised terms as thev considered the firm's non-acceptance
of the order (June 1966) as a breach of contract and immediately
called for fresh tender. The Ministry of Law, however, advised (July,
1966) that a contract did not actuallv come into existence with the
above firm.

3.23. In the retender for the procurement of these instruments
in July, 1966, this firm offered to manufacture and supply these
instruments at a cost of Rs. 9450 and further expressed their willing-
ness in August and September, 1966 to reduce their price to Rs, 8150
(with foreign exchange content of Rs. 590) per instrument, which
they stated was the minimum workable cost for a small scale in-
dustry, for this item. The Ministry of Railways (Railway Board)
did not consider their offer. It may be mentioned that the lowest
of the offers for fully imported instruments received from establish-
ed foreign firms in the same tender was Rs. 11575. The order for
these instruments was placed (September, 1966) on another firm
which quoted lower rates of Rs. 6000-65000 per instrument. The
latter firm had, however. no previous experience of this item and
promised to develop the same indigenously afresh. They had, how-
ever supplied other equipment in the past and were considered by
the Railway Board to be capable of developing manufacture of
this item. The Ministry further decided in February, 1867 not to
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place any orders on the firm which had already developed a proved
prototype of the instrument successfully for a year from February,
1967.

3.24. The firm on whom the development order was placed in
September, 1966 did not produce any acceptable instrument till
December, 1967 and the contract had to be terminated thereafter
(i.e, in July, 1968). Further efforts by the Ministry in 1967 and 1968
to get the manufactured by other Indian firms indigenously under
subsequent tenders were not successful. A tender was also called
in May, 1968 to procure the relays and transmitter for assembling
the instruments in a Railway Workshop, but there was no adequate
response. Meanwhile, urgent additional requirements were covered
by import from a Japanese firm i.e. 78 instruments (cost Rs. 10737
each) under a contract finalised in December, 1967 by Southern
Railway Administration and 14 instruments (cost of Rs. 10256 each)
under a contract finalised in January, 1968 by the Railway Board.
The import was for a slightly improved tvpe known as push button
type block instruments, While push button ivpe is a later design
and offers some advantage in wear and tear without being costlier,
ete., in essentials and from the point of view of operation of signals,
the handle type. previously developed by the Indian firm would also
serve Railway’s purpose. The Ministry of Railways (Railway Board)
have subsequently placed orders on two firms for the indigenous
development of these instruments on one firm for 198 instruments
in April, 1969 at a cost of Rs. 13613 each (with foreign exchange
content of Rs. 2,068 the estimated period of completion being three
vears three months from April, 1969 and on ancther for 198 Nos. in
September, 1969 at a cost of Rs. 14170 each (with foreign exchange
content of Rs. 4.800) for the first 100 Nos. and Rs. 13815 each
{with foreign exchange content of Rs. 3395) for the balance 98 Nos.
Both of them have vet to submit a sample instrument (November,
1970).

3.25. The total difference in cost involved in the procurement
of all the 396 instruments now on order on the above two firms, as
compared with the offer of the indigenous firm which had produced
a proved prototype and whose offer was turned down over three
vears ago was Rs. 22.78 lakhs.

3.26. The Ministry of Railways (Railway Board) explained
(October, 1969/November., 1970) that the firm which produced a
prototype in 1965-66 were not considered for nlacement of bulk order
in September, 1966, as they had merely produced a single prototype
and did not set up facilities for large scale manufacture. Further,
their price was considered high as compared to another acceptable
‘ndigenous offer on whom they took the prudent step of placing a
bulk order to cover the requirements of Railways.

[Paragraph 16, Report of the Comptroller and Auditor
General for the vear 1969-70 on Railways.]

3.27. The Committee desired to know whether in 1962, when a
decision was taken by the Ministry of Railways (Railwav Board)
instal tokenless block instruments on single line sections in replace-
ment of the token block system, any assessment was made as to
how many sections needed replacement and whether any phased
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programme was chalked out for implementation of the decision. T,
this the representative of the Railway Board replied “The sectiong
where these instruments were to be fitted were determined. It wag
not precisely indicated in which year they would be fitted but they
had already reached a level of traffic which needed a faster working
instrument for movement of trains.” The witness further addeqd:
“This is a gradual process. Right from 1963 we were taking up the
fitment of these tokenless instruments, which was going to expedite
the movement of trains over individual sections. In 1963 our plan
was to fit 220 stations having 440 instruments. This continued to in-
crease and 550 stations needing 1100 instruments is the present pro.
gramme.”

3.28. Asked whether any time schedule had been laid down for
deplacement of token block system, the witness stated: “In 1963
there were a number of sections which were required to be fitted
on priority. There were sections, like the Sahibganj loop, where it
was a matter or urgency. But there were other single line sections
also where it was expected that it would be required shortly. 440-
odd instruments were required over a period of three years or so.”

3.29. When the Committee pointed out that against the require-
ment of 440 instruments in 1963, global tenders had been invited
for procurement of 879 instruments, the witness deposed: “It would
also include projection of the requirements over the next three or
four years.”

3.30. From the information made available to the Committee, it
is seen that against the tender No. SIG-6 opened on 17-6-1963, a let-
ter of intent was issued on 21-2-1964 in favour of Firm ‘A’ stipulating
that it was proposed to place an order on them for the supply of
238 instruments at Rs. 6000 each involving {foreign exchange of
Rs. 375 each, provided the sample to be submitted by the firm fullv
complied with the specifications after field test. The firm was 1o
keep the offer open for acceptance by the Railway Board for four
months from the date of submission ¢f the sample.

3.31. During evidence the Committee were informed that the
firm had agreed to develop the prototype within 8 months but ac-
tually it took 21 months to produce it. Asked why the firm did not
adhere to the time schedule, the representative of the Railway Board
explained:

“Sir, this order was placed as a deyelopment item. I wish to
submit to you that there is a clear distinction between the placement
of a straight contract and a development contract. We have in the
recent past in our process of indigenisation placed hundreds of con-
tracts on development basis. This is not really a time bound one;
some specific time is mentioned but we know all the difficulties that
are there in developing a new item for the first time, Therefore, we
do not really take a development contract very seriously so far as
the time is concerned. Even when the firm took 21 months instead
of 8 months to deliver the prototype we knew that they will take
a longer time. 1 will also submit that this was a line clear instru-
ment. We approached the people who are engaged in mechanical
signalling industry of which, the line clear apparatus, the point
machine are the allied equipments and we got them interested to
develop this new item.”
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3.32. Referring to the statement regarding time factor in the
development contract, the Committee enquired whether legal opi-
nion was obtained on the terms of these agreements. To this the
witness replied: “No, Sir. We have not gone to the Law Ministry
on this issue, particularly it is a pattern on which we have had ex-
perience before. Even when we were developing wagon building in
this country, we placed an order on entrepreneurs for manufacture

of wagons. Some came up quickly, some later. We did not hold them
on time-bound contract basis.”

3.33. In a written note later on submitted to the Committee, the
Railway Board have intimated: “No legal opinion was obtained. A
development contract by its very nature, cannot be a time bound
proposition, as no firm can possibly estimate accurately the time
that will be taken in development. This is because there are likely
to be technical and other teething difficulties in the indigenous deve-
lopment of an item, with consequent delays. Delays if any on the
part of the firm, in the development of an item, are treated sympa-
thetically and leniently, in the overall interest of encouraging indi-
genous development and consequent saving in foreign exchange.”

3.34¢. To a question, whether it was not possible for Railways,
who had a vast organisation, to first develop a prototype and then
ask the manufacturers to manufacture according to the prototype,
the representative of the Railway Board replied: “It is not possible
to make a prototype in a railway workshop in each case. We do make
prototypes in our own workshops and develop it and even mass
manufacture them, we have got some production units. Even now
a particular sophisticated type of tokenless instrument is being
made in one of the workshops in Southern Railway. It is not that
we do not make it, but we cannot make it a hard and fast rule that
in every case, the item which has so far been imported, it must be
made indigenously in our workshops before it is given to any firm.”

3.35. The Committee pointed out that in terms of the letter of
intent, Railways were required to place an order within four months
after the submission of the sample by the firm, Asked why no com-
munication was addressed to the firm within the stipulated period,
the representative of the Railway Board stated: “The condition in
the contract and in the letter of intent which was issued in February
1964 was that after the submission of a satisfactory proto-type, we
should place orders for bulk manufacture before the end of four
months. They submitted the prototype in November 1965 and the
tests were completed in February 1966. Mathematically, there was
still time for the four months to elapse. But the proto-type was
found to need more than 20 modifications, Basically. it was working
all right, but it needed 20 modifications before this prototype could
be passed. Subject to this, the bulk order could be placed, but this
testing was almost upto the last date—I think the last date would
be 18th March because they had submitted the proto-tvpe sample
on 19th November. We felt that since it was a development contract,
lime was not the essence but that perfection of the proto-type would
Smoothen the bulk manufacture. Therefore here was some delav on
our part in completing the formalities for the placement of the
bulk order. It took us to the 7th May instead of 18th March, In these
Six weeks, the firm vealised that thev could not make the bulk
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manufacture for which they had quoted at Rs. 6,000. So they wen;
into the terms of the contract and said that unless they can have 4
higher price they are not going to manufacture it and therefore the
original contract would be invalid on the basis of the delay in place.-
ment of the bulk order.”

3.36. At this stage the Committee pointed out that in view of
the large number of modifications suggested in the prototype, the
firm could have been asked to carry out the modifications and also
extend the time limit which was running out. If this had been done
the firm could have possibly been pegged down to the price.
In reply the representative of the Railway Board stated: “I entirely
agree, Sir, it is our mistake.” ’

3.37. In reply to another question, the witness however, added:
“We did not think that the firm, after having made this effort of
producing a sample. would be so insistent on sticking to the exact
time."

The Committee desired to know the reasons for the firm’s re.
fusal to execute the contract. In this connection, the representative
of the Railway Board stated in evidence: “They did not want to
manufacture it at that price: they wanted higher price.”

3.38. From the information made available to the Committee it
is seen that on 7-5-1966. a formal contract based on the price and
other terms specified in the letter of intent of 21-2-1964 was forward-
ed bv the Railway Board to the firm. The firm vide their telegram
dated 21-6-66 regretted inabilitv to accept the price and other terms
of the contract. Subsequently discussions were held wth the firm
on 24-6-66 and 27-6-66 and in these discussions, the consequences of
not accepting the price and other terms were cxplained to them.”

3.39. During evidence the Committee enquired whether in view
of the devaluation which had in the meantime taken place, the in.
crease in prices as a result of devaluation was taken into consideration
while discussing the deal with the firm. The witness replied: “Yes

we did take into consideration.”

3.40. The Commitiee desired to know whether the prices of the
instruments and components registered any increase between 1964
and 1966. In a written note on the subject, the Railway Board have
intimated: “No precise information is available on this point. How-
ever a statement showing prices quoted by tenderers who quoted
both against Tender SIG-6 opened in June 1963 and SIG-10 Supp. !
opened in July 1966, for tokenless block instruments is given below:—

Tender Sig-6
S W

Tender Sig-10-Supp. —1
Name of the — - o o e s Sy e e e A e e o 4 =

firm Prier cach Foreign Exchange Price each Foreign Exchanue
each each
1. Textanl T 5.057 R 3,733 Bs, 6,000 Rs. 600 part ind:-
fully imported. genous.
2. Funra Bros Re, 6,000 Re. 370 part indi- Ra. 0,450 cach Ra. 500 part inde
tenotte. subsequently genens,
reduced o
Ru. 8,184,
3. Mitaui in. 4,964 cachsub. e, 3,437 fully  Ra. 11,375 Ra. 8,736 fullr
sequently reduced  imported. imported.
1o R, 4,832, ,
4. W.AK.F. Rz, 5,850 Re. 2,170 partindi- Itw. 12,330 Ra. 5,010 part ind.

genous, gonous,
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: Against tender opened in June, 1963, orders were placed in 1964.
1t will be seen that M/s. Textool quoted the same prices of Rs. 6000
in.July, 1966, as was quoted by M/s, Fomra Bros. in June, 1963. If
the price quoted by the same firms is considered, the price increases
were approximately as under between 1964 and 1966 for the instru-
ments:

Mjs. Textool 250,
M/s. Fomra 36¢,,

M/s. W.SF, 1162,
M/s. Mitsui 1399

The extent of price increase varied considerably from firm to
firm. Major portion of the increase after 1964 could be presumed to
be due to devaluation of the Rupee which substantially enhanced the
Rupee value of the imported portion.”

3.41. It is also seen that on 2-7-66 when a Tender Committee of
the Railway Board considered two offers received in response to a
tender opened on 30-3-66 for procurement of 18 Nos. of these instru-
ments, it was found that “the lowest offer was about twice as high as
the last accepted price for a comparable item.”

3.42. It is seen that in a lctter dated 5-7-66, the firm wrote that
the Board’s contention that the letter dated 21-2-64 was a firm com-
mitment was not correct. On 15-7-66. the Ministry of Law from whom
legal opinion was sought indicated that the letter of intent dated
21-2-64 did not result in anv binding contract and the Railway Board
cannot effect anv risk purchase or take anv other action to recover
damages from the firm.

3.43. A fresh tender was issued on 14-7-66 by the Railway Board
for 300 Nos. of similar instruments. According to Audit paragraph the
firm also participated in this tender and offered to manufacture and
supply these instruments at Rs. 8150 (with foreign exchange content
of Rs. 590) per instrument. The details of the offers received against
the tender are given in the statement below:—

Rate quated each Foreign exchange
involved per instru-

ment

Serial Namr of irm

No.

| Mjs. Textol o,

Rsa. 8,500 for first 60 Nox. Re. 600,
and Rs. 6,400 for halanee.

2 M/s. Singal & Control Devices Re, 300 for 250 Nes. and  Ba Ssu,
Re. 9,250 for 300 Nox.
B M/s. Fomra Bros. Engineering Ry, @500 for 250 Nus., Rs. 590 reduction in
Works. Ra. 0,440 for 300 Nor. price was offered.
subsequently reduced  to
Rs, %,200  for 2360 Nos
Re. 8,000 for 3000 Nos,

Ry, 11,8344 for 250 Now,,
Ra, 11,575 for 300 Nos.

4+ Ms. Mitsui Bs. 8726 fully imported.

5 Mis, WAF. Rx. 12,220 Rs. 5,610 partly  indi-
genous,

G Ms. Bimens te. 25,818 B+, 16,986 fully imported

T Ms. Briosnona Re. 10847 Not  furnished  fully

impor ted.
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3.44. The Tender Committee at their meetings held on 8th ang
9th August, 1966 considered the offers and accepted the offer of M /¢
Textoo]l which was the lowest. In their proceedings the Committee
have recorded: E ' A

6-5-66 for 244 tokenless block instruments single line have ‘déclifad
to accept the contract vide their telegram dated 21-6-1966 i.e. nearly
14 months after placing the formal contract, stating that the«price
and other terms were not acceptable to them. A risk purchase potice
has been served on them on 28-6-66. LT

* . * - - e

*M/s. Fomra Bros. on whom a formal contract was 'glai'éd on

M/s. Textool, although well equipped would be manufacturing
this item for the first time, It will therefore be stipulated in the con-
tract that a pair of advance samples instruments are approved after
field trials should they commence manufacture of bulk supply.”

3.45. It is also seen that in a letter dated 5-9-66, the firm (HIS
Fomra Bros) while communicating their offer of reduction in the
price quoted by them against the tender inter alia stated:—

“We have communicated to the Board vide our letter dated 5th
August, 1966, the reduction in the price for the supply of Tokenless
Instrument against the above Tender. This represents a workable
cost for a small scale industry as we are. This reduction we need
Lardly say is a real sacrifice made to avoid losses and at the same time
keep the industry alive.

These instruments are only required for the Railways and hence
if an order is denied to us not only the efforts and the investment put
in for the development of this indigenous item be vast but also put
us into financial loss and the closure of our unit. We emphatically
submit that we hardly deserve this as a pioneer unit which has done
hard work to supply the needs of the Railway over the past several
vears, and only 1n the spirit of serving the railways that the develop-
ment of these instruments were undertaken with the uncertainties
involved.

Though the Board is faced with difliculties in considering our
offer against one made by a firm in the big scale category taking into
consideration that the instruments are neady for production, we
would submit that sympathetic consideration be extended to us.

We would suggest for consideration that the Board fix the price
at our cost of production plus a s)ermissible profit taking into consi-
deration our status as a small scale unit and the investment made by
us for development”

3.46. During evidence the Committee while referring to the above
quoted letter of the firm enquired why this offer was not accepted.
To this a representative of the Railway Board replied:

“Having called a tender in July, 1966 and having accepted an
offer of 6,500 rupees from Textool, we could not consider the higher
offer at Rs. 9,450 which was further negotiated to Rs. 8,150 also. There-
fore. the consideration which they had asked for, we could not give
because there was this offer of 6500 from Textool and on whom we
placed the order”
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. 347, To another question whether before accepting the offer of
the irm which had quoted the lowest rate any investigation into the
capacity of the firm was made, the witness stated: “We are quite cer-
tain that they were able to make it.”

3.48. Regarding the work done by this firm towards the develop-
ment of the prototype the Committee were informed during evidence:

...*The Textool agreed to submit a prototype in three months, that
is,: December 1966. In April, 1968, they produced the first prototype
which means 18 months after the placement of the order. This did
not work properly and soon after because they were involved in a
lockout for a prolonged period.”

3.49. In a later note, the Railway Board have stated: “M/s. Tex-
tools submitted a prototype vample in April 1968 but this was found
after trial, to be far from satisfactory and could not be accepted for
use on the Indian Railways. The order on the firm had to be cancelled
in July, 1968.”

3.50. The Audit paragraph states that in February, 1967 a deci-
sion was taken not to place any orders on the firm. Asked as to why
this decision was taken in spite of the Law Ministry's advice that
there was no breach of contract. the Railway Board stated as follows:

"It was decided in February, 1987, that dealings with the firm
should be stopped for a periocd of one year from 23-2-67, in respect of
purchases by the Railway Board. The reasons for such action were
briefly as under:—

(a) M/s. Fomra Bros. had taken undue advantage of the legal

: position. If thev had any intention of refusing the contract,
they could have done so when thev were aware of the cost
of production.

(b) The item involved being a developmental item. substantial
technical assistance had been given to the firm and even
the delay of 13 months in the submission of samples had
been condoned. Their refusal to accept the contract indi-
cated an unbusinesslike attitude on the part of the firm
who took adv:ntrioe of a technical vlea that placement of
order was delayed.”

3.51. Regarding the work done bv the firm in the matter of devel-
opment of prototvpe in 1965-66. the Tender Committee. which met in
March, 1966 to consider the award of the contract to the firm, inter
alig stated:

“In regard to the le‘ter of intent issued to M/s. Fomra Brothers
for 238 Nos. of Tokenless Block Instruments D.C. coded tvpe, the firm
have since submitted the sample which has been subjected to ex-
haustive trsis and has now been passed bv a Committee of CSTEs,
RDSO and ACRS/Calcutta, vide minutes of the meeting dated 23-2-66
placed below. The order on M/s. Fomva Brothers could. therefore,
now be confirmed. The order was placed an them at a cost of Rs. 6,000
per unit {without the sunnly of two additional external relavs at an
estimated cost of Rs. 450. which if included will bring the cost to
Rs. 6.450) against the price of Bs. 5250 at which the instruments were
ordered on M/s, Saxby and Farmer. This price preference of about
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23 per cent was allowed to M/s. Fomra Brothers as they had offereq
a_completely indigenous item, involving foreign exchange of Rs. 375
per unit only for import of raw materials as against the order on M/s,
Saxby and Farmer involving foreign exchange of Rs. 2,438 pet unit
{average). Since the quantity required was very large and the entire
quantity could not be obtained from M/s, Fomra Brothers within the
time required by us, the quantity ordered on them was limited to
238 Nos. and the balance of 2069 Nos. was ordered on M/s Saxby ang
Farmer. M/s. Femra Brothers had to spend a lot of money and nearly
two years to develop a completely indigenous Tokenless Block In.
struments. It is, therefore, very desirable that the indigenous deve-
lopment, achieved after a great deal of effort and money, to produce
not only the tokenless block instruments but to produce for the first
time in India a type of relay for these instruments which will also
be useful for other types of tokenless block instruments as well a5
for the CTC svstem, is utilised to the maximum extent, particularly
tn the context of the present scrious foreign exchange position.”

3.52. The Committee called for informaion about the efforts made
by the Railway Board in 1967 and 1968 to procure the instruments
indigenously. In this connection the Railway Board have furnished
the following note:

“After placement of the development order on M/s. Textools on
30-9-66 for 320 Nos. instruments, Tender No, Sig. 12 was opened on
11-7-67 for four items of tokenless block instruments. Against the
tender 14 Nos. Push button type instruments were ordered in Janu-
ary, 1968 for import from Japan on M/s. Mitsui and Co. There were
no suitable offers against the other items.

Another Tender No. SIG-14 was opened on 16-1-68 for Push-buto-
ton type tokenless block instruments. It was decided in June 1968 to
place an order on an Indian firm for indigenous manufacture with
imported components at Rs. 16945 each involving foreign exchange
of Rs. 7,173 each. However. no order could be placed for want of
foreign exchange and it was also noticed that prices were lower
against a subsequent tender No. Sig. 19,

Meanwhile, it was considered that Southern Railway could un-
dertake manufacture and assembly of the instruments of relays,
transmitter and receivers could he imported. Accordingly. tender No.
Sig. 17 was issued and opbened on 17-5-68. As there was no adequate
roenonse against the tender, the proposal could not be pursued.

Another tender No. Sig. 19 wa« issned and opened for Push-but-
ton tvpe instruments in October 1968. Tt was possible to place deYC-
lopment orders on two reputable firmg against this tender, Supplies
are exnected to materialse from the two firms.

The Southern Railwav have also since been able to develop

manufacture of Push button tvpe tokenless block instruments to a
limited extent. Thev have been able tn manufacture 40 instruments

so far.”
353. The Committee are disappointed with the manner in which

the case for indigenons development of an intricate signalling instro-
ment namelv token-less block instrument for single line was dealt
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with by the Railway Board. In the first instance it is seen that after
the submission of the prototype of the instrument by the firm on the
15th November, 1965, a firm contract was required to be placed on
the firm within four months i.e. by 18th March, 1966. Even though
the tests on the prototype were completed in February, 1966, the
Railway Board falled to place the order on the firm by the due date
or to seek extension of time or to comununicate with the firm about
the modifications suggested in the prototype. As admitted by the re-
presentative of the Railway Board during evidence this was a serl-
ous lagse for which the Committee would like the responsibility to
be fixed.

3.54. Secondly there is no indication that after the firm refused
to accept the contract aay negotiations were held with them about
the price and other terms and conditions in order to resolve the mat-
ter. The discussions held with the firm on 24-6-66 and 27-6-66 only
attempted to convey to the firm, “the consequences of not accepting
the price and other terms.” In the context of dev2luation and in-
crease in the prices which were known to Railway Board it was only
reasonable that the matter should have been fully gone into. The
haste with which new tender was floated on 14-7-66 only indicates
that the Rallway Board did not care to negotiate with the firm who
according to them had shown an “unbusiness-like attitude.”

3.55. Thirdly when the same firm made a fresh offer in response
to the new tenders floated on 14-7-66, it was not considered because
this was not the lowest. However, while accepting the lowest offer
from another firm, the Railway Board overlooked certain important
points. These were:—

(i) No proper investigation into the capability of the firm, whose
offer was the lowest. was made. This was of particular importance
because the Railway Board were well aware that the instrument was
a complicated one and the previous firm had taken about two vears
to produce an acceptable prototype.

(i) The price quoted by the firm whose offer was accepted was
not realistic in the context of other offers received. The Railway
Board have admitted that between 1964 and 1966 the extent of price
increase ranged between 20 per cent to 139 ver cent. It would also
be pertinent to mention that the firm in question (whose offer was
not considered) while offering a reduction in the price quoted by
them earlier suggested to the Railway Board to fix the price taking
into consideration the cost of production and a permissible profit.

3.56. From the foregoing the Committee are led to the conclu-
sion that the case has not been handled in the best interest of Gov-
emment. Had the Railwav Board considered the realities of the
Situation they would have entered into meaningfu] negotiztions
with the defaulting firm. whose merits thev fullv realised. and
arrived at mutually acceptable terms. Their failure to do so has cost
the exchequer some valuable foreign exchange and the indigenous
development of the instrument has also suffered a set hack. The
Committee would like the Railwav Beard to ensure, that the present
and antfcipated reguirements of Rnailwavs for tokenless instruments
are fully met by indigenous services and at most competitive prices.
The Committee would like to be informed of the actual progress
made in this behalf.
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Procurement of defective rails from abroad
Audit Paragraph

3.57. The Ministry of Railways (Railway Board) imported un.
der a contract finalised by the Indian Railway Steel Purchasing Mis.
sion, London in August, 1957 with an European firm, 12000 long tong
of 60 lbs. rails at a cost of Rs. 90 lakhs (FOB) for relaying of impor.
tant trunk routes on the North Eastern and Northeast Frontier Rail.
ways. The entire quantity of the 12000 tons of rails was receiveq in
India beween September and December, 1958 and consigned to the
North Eastern and Northeast Frontier Railways (about 7134 long
tons for the Northeast Frontier Railway and the balance quantity
for North Eastern Railway). The contract provided for guarantee
against any defect imputable to manufacturers and not detected
upon acceptance at the Mill, for a period of five vears from the date
of manufaeture i.e. to end of December, 1963

3.58. These rails were laid in important main line track in 1958
and 1959 (i.e. about 51.60 track miles on the North Eastern Railway
and 76.75 track Kms. on the Northeast Frontier Railway). Certain
quantity of these rails was also laid in loops and unimportant lines

3.59. Thirteen cases of fractures of these rails were noticed
between February and October, 1961 on the North Eastern Railway.
The first 6 fractures were referred to the Chemist and Metallurgist,
North Eastern Railway. who reported in June 1961 that these were
half moon fractures which resulted in the formation of hair line
cracks on the foot of the rail and transverse shatter cracks on the
rail table indicating a defective manufacturing technique. The rail
fractures were referred to the Research, Designs and Standards Or-
ganisation (M&C), Chittaranian (September, 1961) who did not ag-
ree with the view that the hair line cracks or transverse cracks
noticed on the rails were due to defects in the manufacture since
the chemical, micro and macrographic tests all vielded satisfactorv
results to the UTC =<pecification to which these rails were ordered.
Further it was held that such cracks were due to uneven surface
of the C.S.T. 9 sleepers on which these rails were laid. The matter
was discussed in a joint meeting held between the RD.S.O. and the
North Eastern Railwav Administration in August, 1962, which held
the view that since only 13 rails out of 50000 Nos. laid in the track
had revealed cracks during the course of 16 months of service and as
no further eracks were reported thereafter. it mav not be possible
tn lav anv responsibility clearly on the manufacturer for the cracks
observed on these rails, The failure of these rails was reported to
the foreign suppliers in March, 1963 (i.e. within the guarantee
period) by the Ministrv of Railwavs (Railway Board). In Septem-
ber. 1964 eight samvples cut from fractured railc were sent to the
foreign suopliers, as desired bv them to ohtain their oninion about
the causes of the fractures but thev renlied in Mav. 1965 that the
test results obtained bv them were satisfactorv and wanted furf-her
samoles cut from the rails showing the fractured ends to obtain a
more exact appreciation of the causes of the runturec of these rails.
Although there have been some more frartures of these ;ails in
track after 1961 on the North Eastern Ra‘lway. the Ministry of
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Railways (Railway Board) decided (October. 1966) that no useful
purpose wuuid pe served Dy pursuing this matter further with the
suppliers. :

3.60. On the Northeast Frontier Railway, there were repeated
occurrences of the fractures of these imported rails since October,
1968. A rail flaw detector was detailed in August, 1969 and a check
over seven kilometres of track length showed an average of nearly 60

or cent of these rails to be bad owing to visible or invisible cracks
or {ractures. In a test report furnished to the Board in December,
1969 on these defects, the R.D.S.0. held the view that the defects and
the transverse fissure failure of these rails were due to the inherently
dirty nature of steel. Several bad rails with visible minute cracks
have been replaced by spot renewals. Special patrols both during
day and night have been put on the sections of this Railway where
these imported rails have been laid. There was also a derailment of a
passenger train on 8-1-1970 due to sudden breakage of the rail in the
irack under the train during its run. As a result. though these rails
have served a period of onlv 10 to 12 vears against their normal life
of 60 years, the Northeast Frontier Railway Administration, with the
anproval of the Ministry of Railways (Railwavy Board). decided
{December, 1969) to replace all these rails on their Railwav during
the course of next two vears on grounds of safety, the first batch of
renewal of 20 track kilometres length having already been started as
an out of turn work during 1969-70 at a cost of Rs 31.30 lakhs and
the remaining batch of renewal (57 Kms.) in 1970-71 at a cost of
Rs. 67.07 lakhs.

3.61. There has so far been no similar proposal to replace these
imnorted rails on the North Eastern Railwav or on other sections of
Northeast Frontier Railway since no fractures have taken place on
those sections,

3.62. Thus. despite the fact that the material was considered to
he according to snecification. <ome of these imported rails failed in
track after 1961 on the North Eastern Railwav and there were reoeat-
ed occurrences of fractures since October. 1968 on the Northeast Fron-
tier Railwav requiring complete track renewal But when the initial
fractures of 1961 and again of 1965 were attributed to defective manu-
facture after examination of the rail pieces by the Chemist and Metal-
lurgist. North Eastern Railway the findines were over-riled bv the
RD.S.0. who conducted their own examinations. Later. in October,
1966 the Ministry did not also consider it necessary to furnish the
forrion firm with further samples cut from the rails showing the frac-
tured ends as desired by them, though seven more fractures of these
rails in track were recorded by North Eastern Railwav between 1962
a”d. 1967 and it was clear that by not pursuing this further. the oppor-
funitv of enforcing the warranty claims would be lost. With the clos-
Ing Of_ the case by the Board in October, 1966, the matter again came
Uy with the revort of repeated fractures on the Northeast Frontier
R“{I\"av after October. 1968 and the R.D.S.0. now hold the view that
?"h”(‘ the chemical, micro and macrograrhic tests all vielded satisfac-
h(’rf' results to the UIC soecifications, these fractures are due to in-

frently dirtv nature of the steel These defects relate to the quahtv
of stee) supplied, and if they had been brought out at the time of

Lim)s88-8
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initial inspection at the delivery stage or later within the warranty
period, the claims against the firm under the warranty clause coylg
have been pursued instead of being dropped.

3.63. The premature replacement on the Northeast Frontier Rail.
way has entailed loss of nearly 4/5ths of the normal service life of
these rails in track (i.e. replacement just after 10 to 12 years, of their
laying in track against their expected service life of 60 years) o
Rs. 20.89 lakhs.

3.64. The Ministry of Railways (Railway Board) stated (Jan-
uary 1971) that the question of sending further samples of defective
rails to the suppliers was considered unnecessary in November, 1968
as no defects were found in those rails on detailed examination by
the highest chemical and metallurgical authority on the Indian Rail-
ways. Further, these rails being 60 pounders are expected to carry
not more than 120 gross million tons traffic and this target had glready
been achieved by these rails in their service life of 12 years on a hes-
vily worked section on the Northeast Frontier Railway. They also
stated that there was no spate of fractures on other sections of Indian
Railwavs where these rails were laid, since the rails laid on those sec-
tions had not carried 120 gross million tons of traffic so far,

[Paragraph 26, Report of the Comptroller and Auditor Gene.
ral for the yvear, 1969-70 on Railways.]

3.65. During evidence the Committee desired to know whether
the imported rails were tested before acceptance and if so what was
the result of such a test. The Chairman. Railway Board deposed:
“These rails are of Thomas quality which is in use on the Continent.
In India they were being used for the first time. Because we were
not able to get rails from indigenous sources. a steel purchase mission
was sent and to get competitive nrices thev considered the question
of purchasing Thomas quality rails also. The Thomas quality rails
are according to the specifications of the International Congress
Association called UIG specification. These are not according to the
Indian Railway standards specification. After going into the pros and
cons it was decided to purchase some Thomas quality rails. The
conditions of the contract required that the test certificate given by
the works will satisfy the purchaser that these are according to
soecifications. There was also a provision for the Director General
ISD., London, to send his officer from time to time to see the rolling
and see that the manufacturing process and the testing process were
according to acceptable standards. These were the methods adnpted
before these rails were finally purchased.”

3.68. In another context the witness stated: “Rails are manu-
factured according to a well recognised process all over the world.
And it is a continuous rolling-breaking into blooms and putting
through the rolling mills and then cutting to the size. And thev
reiect certain portions which come out in the biginning and the end.
and any flaws ete. are eliminated. Thereafter. there is a physicsl
insoection.”

3.67. He further added: “The rafls are not examined at the stage
of manufacture before they are supplicd to the purchaser under any
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contract in any country for a detection of flaw by micro or macro
examination. The specifications laid down will not permit it, and
ihe fact that the bulk of our contracts go through properly will
show that our specifications are generally in order.”

3.68. Asked whether the rails were inspected at delivery stage,
the Chairman, Railway Board replied: “Actually the UIC specifica-
tion was followed and the examination that was specified in the
contract had been carried out. The Works Inspector had given the
test certificate and the DGISD of London had sent his Officer from
time to time to see firstly that the procedure is correct and secondly
by certain spot checks to see what they were doing was correct.”

3.69. It is seen that the initial test report of the Chemist and
Metallurgist of the North Eastern Railway revealed that the rail
fractures were the result of a defective manufacturing technique and
attributed responsibility to manufacturers, for the following reasons:

(1) The formation of hair line cracks on the foot of the rails
during the manufacture has not been eliminated.

(2) Transverse shatter cracks have formed at the vulnerable

points on the rail table due to non-compliance of proper
cooling cvele in the rails.

(3) Probably the ratio of ingot scction to finished rail section
has not been followed.

(4) It may be a matter of interest to find out whether proper
cropping of the ingots has been done in these manufactures.
The investigation of this case, therefore, clearly establishes
the theory that was laid down regarding the failure of
rails due to such manufacturing defects and that the res-
ponsibility for these failures rests with the manufacturers.

When subseguentlvy some cases of fractures were reported to the
Joint Director (Chemical and Metallurgical). Chittaranjan. he inter
alia made the following observations:

“The results of chemical =nalyvsis. hardness tests. macroscopic
and general microscopic examination of the three samnles indicated
that the material out of which the rails had been manufactured was
of satisfactorv quality. Visual examination of the surface samples in
the vicinitv of the fracture did not reveal anv abnormal surface
defect, which could have initiated failure In sample Nos 1 & 2, the
fracture had occurred vertically through the web and foot. The nature
and contour of the fracture in thr foot indicated that this probably
found a part of a half moon crack or break in the foot and the other

p}c})rtion of the samples, not received here, might help to confirm
this.

The crystalline nature of the fractured surfaces. the presence of
half moon crack on the foot and the fracture just occurring on a
sleeper in all the samples suggested that the cause of the failure
was due to improper bedding of the rail on the sleeper. It is a
generallv accepted fact that the half moon shaped crack on one

of the flanges of the felt fonted rails is caused bv improper
heddings "

L "‘m)ﬂl‘ss-a(.)
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3.70. While referring to the conflicting views expressed by
the Chemist and Metallurgist, North Eastern Railway, who carried
out the initial tests and the RDSO who conducted their own
examination of the fractured rails, the Chairman, Railway Board
stated in evidence: "We had laid these rails on the North Eastern
and Northeast Frontier Railways. The number of cracks reported
from NE Railway was small and this was immediately taken up
and investigation was made. The NE Railway chemisi and metai-
lurgist did not know perhaps that these rails were purchased as
per UIC specifications. Considering the IRS specification, he said.
these are the defects. But the metallurgist of the RDSO who knew
the specifications fully considered it as meeting the specifications
of UIC and gave the view that this was duc to bad seating of the
rails on the sleeper plates. When this wuas done. some speed res-
trictions were imposed and this matter was taken up with the
manufacturers and some samples also were sent. In the succeed.-
ing vears. the number of breakages became nominal and the specd
restrictions were removed. Since then. on the NE Railway we have
had no difficulty aboul these rails. Rail breakage upto a small per
centage has to be accepted as a fact ol life. Some of these defects
are inherent at the time of purchasc of *he rails but we are not
able to see them because we do not work a av detector on every
rail at the time of purchase. But by and large. the supply of
rails come through without difficulty. The rail breakage in Rritish
railways is much higher than the percentage noticed on the 3F
Railwayv. Because on the NE Railwayv the problem did not appear
serious and breakages were found to be nominal in succecding
vears, it was not considered necessarv to send the samples again.
Even if they had been sent. they would not have sent us more in.
formation about these rails than what is known to us. We have
got a regular svstem of sending broken rails for examination
chemists and metallurgists. whether thev are indigenous rails or
foreign. This is part of the system of the working of the enginecr-
ing department to ensure safety of track.

As per the failure of NF Railway. this came up long after the
guarantee period. When the tests were made out, the Joint Director
(Chemical and Metallurgicraly <tated thet thiz was first’v due to
fatigue and that in some of the rails. he found ecvidence of dii'v
steel. dirty in the metallurgical sensc. This was not scen by su-
face examination. This could be seen only by micro and macrn
examination by putting a flaw detector over every rail. which is
not physically possible.”

3.71. In replv to a question. the Chairman Railway Beard
replied : “The Chemist and Metallurzist of the North Eastern Rail-
wav had started initiallv on a totallv wrong assumption that the
rails were manufactured according to IRS specifications He did
not know that these are according to 'IC specifications ™
372 When the Committee pointed out that in  view of the
difference of opinion in the two cxnerts viz. Chemist and Metallur
gist, North _E.asiern Railway and Joint Director (C&M). Chittaran-
jan. the Railwav Board should have sought fi'rther expert opinion.
the Chairman, Railway Board replied: “Expertise comes up with
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experience and knowledge. The Jt. Director, Chemical and Metal-
lurgical in the RDSO is a person who is having much more experi-
ence than the other person. He went to the spot, inspected the site,
carried out physical, chemical and other tests. In the course of
his works, he visits the National Mectallurgical Laboratory. He has
taken all the facls into consideration before he gave his opinion
and there is no reason to believe that his opinion needs to be cross-
checked again.”

3.73. The Committee drew attention to the following statement
in the Audit para: "Although therc have been some more fractures
of these rails in track after 1961 on the North Eastern Railway,
the Ministry of Railways (Railway Board) decided (October, 1966)
that no useful purpose would be served by pursuing this matter
further with the suppliers.”

3.74. In reply to a question as to why the case was closed in
October 1966, the Railway Board have in a written note stated:
“Further samples cut from rails showing the fractured ends to
the foreign manufacturer as called by them in May '65 were not
supplied because it was considered that no useful purpose would
be served in complyving with the firm's request but at the same
time it would have entailed additional expense in sending the
samples. The caste was thereafter closed in November, 1966 because
no defeets could be detected in the samples alreadv sent to the
tirm and it was not possible to establish that the suppliers were
responsible in anv wayv for the factures. 2\ copy of note recorded
by the Joint Director. Civit Engineering on 25-11-1966, from Rail-
wav Board's file No. W-G-2 686,63 20, MR 141 41(B) leading to the
clusure of the case, is reproduced belowi-—

“Discussed by JD/Track and he stured that this is a W-6
case rclating to an carlier contract and as such, to be dealt
with by me,

I have gune throush the case. In view of the reports sent
by the suophbers which stice that ne detfects could be detect-
¢d in the sumples sent o them and also in view of the
opinions expressed carlier by JDO&C), DS(Cy RDSO  vide
paras 2 & 4 of the then AMF's DO, etter at S No. 41 of file
61/W6/MR/5 and the then AMW's orders at Page 34/N
thereof, there is no point in pwrsumg this case.

We mav not. therefore, send further samples to the
suppliers.”

3.75. The Committee were informed that there was no case of
failures of these imported rails pror to 1968 on the North East
Frontier Railway and therefore, no speed restrictions were imposed
on that account.

376. The Committee enquired  whether the fractures of the
rails as on the North Eaxt Frontior Rovlwav were the usual oceur-
rences in the other Railwavs also. To this the Chairman, Railway
Board replied “1 would not sav that, Sir.".
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3.77. Asked whether the fractures were due to defects in the rails
or for some other reason, the Chairman, Railway Board stated: “It is
difficult to come to a definite conclusion on this point. There may be
many contributory causes”.

3.78. The RDSO, who investigated the cases of fractures on the
North East Frontier Railway have in a test report given in Novem-
ber, 1969 observed as under:

“Quality of the material of al] the above six rail samples in res-
pect of their chemical composition and tensile strength (calculated
on the basis of average hardness) was found to be conforming to the
requirements of UIC 860 specifications for Thomas quality medium
manganese rail steel (TMM).

General macro and micro-graphic characteristics of all the rajl
samples were also found to be satisfactory. Remnant type of segre
gation in the head section of sample No. 1515/5 was considered to be
of minor nature.

Visual characteristics of all the above samples and the following
evidences arrived at, from the above findings, clearly established that
the “transverse fissure” failures of the above rails, were due to the
initiation of fatigue cracks from the extra-ordinary long and thick
inclusion streaks/stringers present inherently in the steel:

(i) presence of nucleus of the progressive failure within the
middle region of the head section at a depth between 38
and 10 mm (Approx) below the rail table in all the samp-
les.

(ii) numerous extraordinary long sulphide/slag matter inclu-
sions streaksystringers.

(iii) formation of cracks by linking through the above inclu-
sions which were found to be connected in the region of
nucleus of the progressive fracture.

Summing up. it is. therefore, concluded that the “transverse fis-
sure” failures in all the above rails were due to their inherently dirty
nature of steel.”

3.79. Referring to the above report, the Committee enquired whe-
ther the “inherently dirty nature of steel” did not cunstitute a manu
facturing defect and if this report had been available within the gua-
rantee period, could ciaim due to manufacturing defect have been
made against the supplier. In a note on the subject, the Railway Board
have stated: “The term ‘dirty nature of steel' is a metallurgical ex-
pression indicating the presence of unusuallv long and thick inclu-
sions in the steel. Such inclusions can be detected only by microsconic
examination, But the UIC specifications applicable to the supply of
these rails do not stipulate Microscopic examination and thereforc
it was not possible to detect such faults during inspection carried out
at the time of supply.

If, however, the rail fractures on  N.F. Railway had occurred
within the warraniy period and investigations of such fractures had
revealed the presence of inclusions we could perhaps have taken up
this matter with the manufacturers’.
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3.80. The Committee were informed that the average life of rails
depended on the intensity of traffic. On the main lines, the average
ranged between 10 to 20 years. Asked whether the percentage of
cracks on North Eastern and North East Frontier Railways was the
same as on other Railways, the Chairman, Railway Board replied,
“The pattern of rail breakage cannot casily be seen. When we take
out the rails from the main line and before we lay them on another
line, the modern practice is to cut the ends of the rails, weld them
and lay them. Before they are welded, a flaw detector is taken over
every rail and during the process a number of rails have to be reject-
ed because internal flaws are noticed at that time. These internal
flaws are flaws which develop from time to time and come to light
from time to time. A rail may not show it today but after five years
it may show it. There is no explanation for this except that some inci-
pient flaw develops.”

3.81. He further added: "I would not say that rail fracture is very
common but it is a fact of life on the railways. On every railway in
the world we have rail] fractures up to a small percentage”.

3.82. The Committee pointed out that after 1961 fractures were
noticed on NE Railway and in 1968 a spate of fractures occurred on
the NF Railway as a result of which speed restrictions were imposed
and patrolling was arranged, Asked whether similar experience was
felt on other Railways, the Chairman Railway Board replied: “I was
referring to the rail breakage and the incidence of the same in the
context of what happened in the North Eastern Railway.
On the North Eastern Railway it  did not show further
development and we were able to remove the speed
restrictions. That was according to the pattern that we observe nor-
mally on the Indian Railways. As far as the North East Frontier Rail-
way is concerned, I am afraid, there was little we could do to detect
it till it became too late. They had done their life to the extent of
half; 61 million tonnes of traflic had already passed over them. We
just could not detect them earlier nor could we take it up under the
guarantee clause”.

3.83. In regard to the usual percentage of rail breakage on the

Railways, the Chairman, Railway Board informed the Committee as
under:

“On the British Railways. the average number of rail fractures
is one in 10,000 tons. And the average number of rail fractures per
year on the basis of the information that we had on the North Eas-
tern Railway come to one in 11,000 tons. On the North East Frontier
Railway, it was not higher than that.”

3.84. In reply to another guestion he added: "It is very difficult
to say when a fracture can come up. Every ycar, we have a system of
the joints being opened for the purpose of greasing.

Most of the cracks come at the rail ends. and the joints are opened
by the Keyman of the Engincering Department. He uses the wire
brush to c¥eanse it and he sees whether there is anv defect before
he applies greases. If it is there, he again tests it. During this inspec-
tion we get information regarding the cracks and we change the



98

rails. If the man reports one or two cracks in the Section, the Inspec.
tor himself goes and goes into them, This is the system that has beep
working for the last 120 years on the Indian Railways.”

3.85. During the course of evidence, the Chairman, Railway
Board stated that in the North East Frontier Railway the rail frac-
tures took place after the rails had completed about half the life tim.
and after 61 million tonnes of traffic had already passed over them.
In a written note furnished at the instance of the Committee, the
Railway Board have given the following figures regarding the quan-
tum of traffic carried over these rails in track on N.F. Railway:

tiross Milling

Year
Tonnex

195808 261
1958-60 269
19606-61 306
1861 .62 308
1962.63 3:72
1963.64 636
1964.65 6-65
1965.66 61K
196667 5038
1967.68 726
196864 707

FREES

1964.70 .. . e e e . -
Total . 6l-14
3.86. Referring to the figures of traftic furnished by the Railway
Board, the Committee pointed out that in the Audit part it had been
stated that these rails in their service life of 12 vears on a heavily
worked section on the NF Railwayv had already carried traffic of morc
than 12( gross million tonnes. The Chairman. Railway Board there
upon stated:

“I would deeply apologise that the information that was
given wus wrongly calculated: they did not work it out in detail
We have now calculated the figure year by vear from  statistics
and have also cross<checked it. It is 61 million tonnes. |
tried to give this information t¢  the Auditor-General's office
three davs ago as soon as I came to know about it. T would like to
zpologise for this lapse.”

3.87. The Committee called for information as to how the figure
of traflic carried, as given to Audit. had been worked out. In 2
written note the Railway Board have stated:

*In the Railwav Board's reply toe Audit, it was mentioned that
the rails had carvied a traffic of 120 M-GMT. This figure was taken
from the Proforma justification appended to the proposal submitted
bv the N.F. Railwav in January, 1970, for the replacement of thest
rails. The relevant cxtract of the proforma justifications is reproduc-
ed below:—

Ttem (nii)

Total tonnage that Bax moved over the Section”: “Exact figure in ned available, Appmx'mﬂ"

figure i 12700 M.~—GTKm,
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9. in the body of the justification, however, no mention has
been made of this figure. The justification was based on the heavy
incidence of rail fractures and the abnormally large percentage of
defective rails detected by the rail flaw detector.

3. The Railway Board while according sanction to the rail
renewals take into account factors such as permissible percentage
limits of rail wear, conditions of rails and total tonnage of traffic
that has moved over the section due for renewal (the details of
which are given in the proforma justification to be furnished to the
Board by the Railway Administration duly verified by the concern-
ed (FA&CAO). In this particular case, the prime consideration for
rail renewal was safety resulting from the heavy incidence of rail
{fractures and the abnormally large percentage of defective rails.
Therefore, even if the figure of traffic carried had been correctly
indicated as 61 GM tonnes, the rail renewal could not have been
obviated and would have had to be sanctioned by the Railway Board.
However, it is accepted that the aspect of premature renewal may
also have received due consideration in the justification prepared by
the N.F. Railway, and in the Notes in the files of the Railway Board.
As the N.F. Railway emphasised the safetv aspect, the incorrect
figure of tonnage carried appears to be an inadvertant error. How-
ever, the relevant files of N.F. Railway are being consulted to verify
the exact basis on which the incorrect figure of 127 GM tonnes came
to be determined and to make sure that wrong figure was not inten-
tionally given.”

3.88. The Railway Board have further intimated: “The relevant
files of the N.F. Railwav have been examined. Files of N.F. Railway
dealing with the proforma justification made out bv them in this
case do not contain any detailed calculations to show how the figure
of 127 gross million tonnes traffic came to be adopted. However, the
General Manager, N.F. Railway has now stated that the figure of
total tonnage was presumably just adopted from the proforma justi-
fication prepared for a renewal work alreadv approved for 1970-71.
Final Works Programme in an adjacent section where the rails due
for renewal were however laid in 1936-37 and had carried a total
fonnage of 127 M-GTKm approximately since then.

3.89. The General Manager, N.F. Railway had also obtained in
1969 full details of the previous historv of the fractures of the rails
imported under this order on the N.E. Railway. the claims made
against the foreign suppliers including a copy of the letter dated
17-2-1967 from the Railway Board to General Manager, N.E. Railway
closing the case. The N.F. Railway Administration perhaps did not
emphasis the aspect of premature renewal or the question of claims
against suvnpliers at the time of proposing through renewal in
December 1969 to the Railway Board as thev knew that the Railway
Board had closed the case.”

3.90. The Chairman, Railway Board stated in evidence: “Mav I
submit that even if this 120 million tonnes fisure had not been given.
the spate of rail fractures would have necessitated the renewal of
rails in that particular section?”.
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3.91. As to the criterion followed for replacemen't of rails, the
Railway Board have in a writlien note stated: “The criterion follow-
ed for the replacement of rails is strictly on condition basis.”

3.92. The Committee enquired whether the case regarding pur-
chase of these rails was at any time investigated by CBI/SPE. In
a written note the Railway Board have intimated: “In October, 1962,
the AIG, SPE (vide his seccret D.O. No, 14597/1/183/62 UP of
17-10-1962) on receipt of an information in October, 1962 about accep-
tance of substandard rails supplicd to N.E. Railway by a foreign
firm desired that all the related files be made over to the SPE for
their examination. The SPE (CBI) was replied to by the Board demi-
officially vide their D.O No. E62VGI-88, dated 6-11-1962 to the Inspec-
tor General of Police, SPE, New Delhi.

An attempt has been made now after the Committee has gone
into the matter to find out whether the matter was further investi-
gated by the CBI thercafter. As the Board had not been able to trace
any correspondence about the case except the above mentjoned D.O.
letter addressed to the Director, CBI in November, 1962, a confiden-
tial reference was made to the Ditector, CBI on 3-11-1971, giving
details of case. This was replicd o by the Dicctar CBL on 5 11-1971
stating that the case was closed und weir converned file was weeded
out on 9-4-65. He has stated that from the entries wnade in the com-
plaint Register, it was, however, clear that the information in  this
case was received in Cctober, 1962 (us alrcady mentioned in the pre-
vious para) and after some scrutiny it was decidod 1o tuke no action
on it. The Director CBI has further stated that the information 1e
ceived in this case was referred to the Railwuv Board to know their
reactions and as the Railwav Board’s reply of November 1962 (re
ferred to alrcady in the previous puros cloarle stated “that it would
not be correct to reasonably asii.be «ov {ailuve or malafides on the
part of Inspectors deputed bv  Directoe Geneial 18D, london™,
Guarantee clause had been invoked against ‘¢ sappliers. fhere be-
ing no indication of malalide. the case was not fit for investigation
by the S.P.E.. and the matter scemned to have been dropped.”

3.93. The Commitiee ace disiressed 10 note ihai yollowing a spate
of fractures on the imported rails laid on the Northeast Frontier Rail-
way, all the rails had to be replaced within a period of 10 to 12 years
against the normal code life of 60 years. The premature replacement
has cost about Rs. 1 crore.

3.94. From the available material it is noticed that despite seve-
ral enquiries at different stages it has not been possible to fix the
responsibility on the manufacturers for manufacturing defects This
is partly due to the fact that beeause of the divergent views about
the causes of fractures given by the Chemist and Metallurgist.
North Eastern Rallway, Joint Director (Chemical and Metallurgical)
Chittaranjan and RDSO, no firm conclusions wore drawn  well ‘n
time, The Committee regret that the Railway Board failed to make
any conclusive investigation into the real causes of the fractures
noticed on the North Eastern Railway during 1961, In view of the
conflicting views held by the experts ahout the causes of the frac
tures it was only appronriate that detailed investigations should have
been ordered to establish whether the defects could be attributed
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to deficiencies in manufacture. At this stage the Committee can only
deplore the manner in which the matter was gone into which uiti-
mately led to a loss of a crore of rupees on account of premature
replacement of rails besides carrying with it serious risk of loss of
life and property before the defective rails were replaced.

3.95. The Committee would like the Raiiway Board to carefully
analyse the case and evolve a procedure by which cases of premature

failure of rails are thoroughly investigated so as to take timely action
against suppliers,

Extra Expenditure in the Procurement of Malleable Cast
Inserts for Concrete Sleepers

Audit Paragraph

Iron

3.96. Malleable cast iron insert is one of the items in the con-
crete sleeper assembly. These inserts, at the rate of four numbers
per sleeper (two on each side of the rail seat) are cast along with
sleepers and as such they are required to be supplied to the sleeper
manufacturers in time before the delivery dates stipulated for
supply of concrete sleepeis and in adequate quantity. The drawings
and specifications for the inscrts, as well as for the concrete sleepers
were finalised by the Ministry of Railways (Railway Board) in
Octlober, 1967 for procurement action. The inserts are required to be
manufactured out of malleable cast iron to pearlitic grade made out
of raw material such as steel scrap. pig iron, ferro alloys etc. depend-
ing on the process employed for production.

3.97. With the expectation of an order for 1 lakh concrete sleepers
in 1968 (order placed in June, 1968) the Ministry of Railways (Rail-
way Board) called for tenders for 4 lakh inserts in December. 1967
with the stipulation that the tenderers should submit their sample
along with their quotations. Qut of 27 tenderers. only 7 submitted
samples. Out of these, only the samples of 2 firms (Firms 'A" and ‘B’
who had quoted Rs. 7 and Rs. 6.75 per unit respectivelv) were found
satisfactory as per the metallurgical and chemical tests. The Ministry
considered only the offer of these two tirms who after negotiations
agreed to a rate of Rs. 4.75 per insert. Letters of acceptance of offer
were issued to both the firms (May, 1968) and the same was also
accepted by them. for supplv of 2 lakh Nos. by each of them to be
completed by April, 1969, the rate of supply being 40.000 Nos. per
month in case of firm ‘A’ and 30000 per month in the case of firm
‘B’ Formal contracts as a prerequisite for regular production were,
however, not concluded immediately thereafter. In August, 1968
the firms, were asked to offer a trial supplv of 1000 insevts for ap-
proval. Based on the experience of manufacture of trial supplies by
the firms, it was felt necessarv to make modifications in the tolerance
as well as specification which were finalised only in July. 1969. But
when the firms were addressed to conclude the formal contracts and
commence regular production (June. 1969) revising the delivery date
to 31-10-1969, they expressed (July, 1969) difficulties in agreeing to
the original terms under the reviscd conditions and to the schedule
of delivery and requested for an increase in the price of Rs. 4.75
Per insert already contracted.
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3.98. Meanwhile, to cover the additional requirements of insc g
of concrete sleeper manufacturers, tender for 6.4 lakh numbers v,
called for and opened in April, 1968, Gut of the 18 firms which top.
dered and out of samples submitted by 11 firms, the sample of only
one firm, viz. firm ‘A’ on whom orders had already been placed i
May, 1968, was found acceptable. Although this firm ‘A’ was com-
mitted under the previous order to supply two lakh inserts (which
-ould be raised at the option of the Railways to 4 lakh Nos.) at 4
rate of Rs. 4.75 per insert and had yet to start regular productiop
they offered to supply another 3 lakh Nos. during the year 1970 4
a price of Rs, 7 per insert. As there were only two firms at that tim.
capable of supplying the malleable inserts for concrete sleepers ang
being contractually bound to supply adequate number of inserts 1,
the sleeper manufacturers whose requirements were assessed to he
7 lakh inserts upto end of December, 197G, the Ministry of Railways
(Railway Board) agreed in September, 1869 {or an increase of Rs. 1.95
raising the rate to Rs. 6 per insert in the case of firm ‘A’ covering
both the supply of 2 lakh Nos. under the earlier order and in addi
tion 3 lakh more Nos. offered under the subscquent tender of April,
1969 (i.e. a tota] of 5 lakh Nos.) to be supplied by the end of Decems-
ber. 1970 by progressively stepping up their rate of monthly supply
from 15,000 to 20.000 in January. 1970 and to 40.000 from April, 1970
In the case of firm 'B’ an incrceasce of Re. 0.50 raising the rate to
Rs. 5.25 per insert was agreed to at the same time for supply of 2
lakhs Nos. ordered in May. 1968 by 31st October. 1470,

3.99. It was only about this time (August, 1969) that the Board
commenced exploring for the first time the possibility of getting this
item manufactured by utilising the spare capacity of the Electrical
Induction furnace currently on order at their Chitlaranjan Loco-
motive Works. It was, however. found that while it would be possible
to develop the manufacture uvf malleable castings. it was nol possi-
ble to form any definite estimate regarding the date from which the
supplies could begin from Chittaranjan Locomotive Works or the
probable rate of supply. till other connected equipments were pro-
cured and installed.

3.100. The two firms 'A’ and "B’ have not. however, kept up to
the scheduled monthly rate of delivery of inserts. The firm "A’ hod
so far supplied (November 1970) only 2.18 lakh Nos. against the
stipulated 5 lakh Nos. to be completed by December, 1970, Firm B’
had an outstanding of 88782 Nos. when the contractual delivery
period expired on 3ist October, 1970, The shortfall in the supply of
inserts was attributed by the firms to (1) delays and difficultics in
obtaining selected varicty of scrap ete. (2) delavs in expansion of
their production capacity.

3.101. The basis on which the price of inserts, had been increased
simultanecusly in September, 1989 from Rs. 4.95 cach. to Rs. 6 and
Rs. 5.25 each respectively in respect of firms ‘A’ and ‘B’ is not clear.
Further the extra increase in cost of Re. 0.75 per insert was granted
to firm ‘A’ when compared to firn ‘B’ on the special consideration o
supply of 5 lakh Nos. by end of December, 1970, involving an overall
extra expenditure of Rs. 3.75 lakhs. But supplics at the stipulated
rate even at these prices have not materialised.
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3.102. The Ministry of Railways (Railway Board) explained
(December, 1970) that though as per the D.G.T.D. there were about
25 firms in the country produpmg malleable iron products, only these
two firms could produce satisfactory samples and develop capacity
for manufacture of these items. An increase in rates had to be allow-
od to them as otherwise Railway would not have got the inserts at
a1l which forms a prerequisite to the manufacture of concrete

sleepers.

3.103. It was further stated (January, 1971) that the firm ‘B’
could offer only a small quantity and was willing to accept a lower
ncrease in rate.

3.104. There was, however, no hold up of manufactuyre of con-
crete sleepers owing to the above shortfall in the supply of inserts,
as the production of concrete sleepers, lagged far behind the anti-
cipated level, owing lo developmental difficulties, changes and mo-
difications in the design found necessary subsequent to ordering, and
non-availability of cement and steel, etc. Against the anticipated
procurement of 1.75 lakh Nos. in 1969-70, the quantity actually pro-
cured by end of March, 1970 was only 9200 Nos.

[Paragraph 19, Report of the Comptroller & Auditor General
for the year 1969-70 on Railways].

3.105. Explaining the policy adopted by Railways regarding the
use of concrete sleepers instead of iron or wooden sleepers, the Chair-
man, Railway Board stated during evidence, "The advantage of the
concrete sleeper is that it is very heavy and with elastic fastening,
it gives a good bed and is able to hold the long welded rail. The
rumber of juints 1s reduced and the maintenance is reduced and
we are able to increase our speed with lesser maintenance. This is
the trend all over the world and we require concrete sleepers also
for ensuring insulation, We are short of suitable wooden sleepers
in this country. They are not available in adequate quantity. These
concrete sleepers will enable us to do the signalling work also falling
in that category”.

3.106. As regards the course of development of concrete sleepers
in the Indian Railways. the Railway Board have in a note furnished
at the instance of the Committee stated as follows:

“In the year 1964 Railway Board had invited global tenders for
the supply of concrete sleepers on Indian Railways and the contract
was awarded to the firm namely IFTP of Calcutta for the supply of
two block concrete sleepers alongwith fittings in collaboration with
M/s Stedef of France. Unfortunatelv, supply did not materialise and
the collaborators fell apart. Thereafter it was decided to evolve an
indigenous design to suit pandrol clips (an elastic fastening for
which the collaboration was entered into by M/s GKW Ltd.. Cal-
(‘ptta with M/s. Lockspikes Ltd.. London). This design was tenta-
tively accepted by the Board in the vear 1967 and tenders were in:
vited for 1.00,000 Nos. of slecners ver vear. This contract was allotted
to M/s. Indian Hume Pipe Co.. Bombav. In the vear 1968 a further
order was placed for 1.2 lakh Nos. of concrete sleepers on M/s.
Hindustan Housing Factory. Delhi, during the same year the policy
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was approved by the Board and it was decided to procure 3,00,000
Nos. of concrete sleepers in the year 1969-70 and raise the procure.
ment to the extent of 6,00,000 Nos. per year by the year 1973.74
Accordingly further tender was invited for 1,00,000 Nos. of sleeperg
per year and was awarded to M/s. Daya Engg. Works of Gaya,

The terms of the contract provided for the initial supply of 20¢
test sleepers before starting mass production. The first two firmg
supplied the test sleepers satisfactorily though not within the deli.
very schedule period. During the casting of trial sleepers it wxy;s
ascertained that certain modifications in the design are essential ang
the same were carried out before asking the firm to go for masg
manufacture. The firms took up the mass manufacture in the right
earnestness and it was noticed that there were heavy rejections to
the extent of 50 to 607 and the manufacture was not proved eco-
nomical. It was therefore considered necessary to investigate the
causes of rejection and trial castings were taken in hand with cer.
tain modifications in the technique. M/s. Daya Engg. Works deve.
loped top vibration as well as crimping of wires during 1970 and
1971 and the sleepers cast with this developed technigue have shown
encouraging results. In the mean time M/s. Indian Hume Pipe have
been permitted to enter into collaboration for the technical know-
how for the manufacture of concrete sleepers with M/s Dow-Mac
of England and the clearance has already been given by the Ministrv
of Industrial Development and Compary Affairs. M/s Hindustan
Housing Factory have also adonted the use of crimped wire and
trial castings are being made.

Tn the meanwhile RDSO went into the details of design and
has brought out major modifications in the design itself as well as
specifications and further tenders at 3 different locations have been
invited to this design. Alreadv one contract has been placed to this
design on M/s K. V. George, Madras in the month of September.
1971 for supply of 2,25000 Nos. in five years”.

3.107. The Committee were informed that es per poliéy approved
by the Railwav Board in the vear 1968, the programme regarding

orocurement of concrete sleepers for laying on the track was as fol
lows:—

1969.70 .. 3:01akhs
1970.71 .. 4:0lakhs
1971.72 .. 4:0lakhn
1972.73 o BDlakhe
1973.74 .. 6:0lakha

The expectations and actual production of concrele sleepers in
1969 and 1970 was as given below:—

Year Exnentad Actusl

production production
& Decsmber, mon' .. N " g - e Prpes R
““Docember, 1970 | ., i, - -

1,75.000 21,562
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3.108. The Committee desired to know the reasons why only
21,552 concrete sleepers had been produced against an expected pro-
duction of 1,75,000 in 1969-70. The Chairman, Railway Board ex-
plained during evidence, “There was some difficulty in commercial
production of concrete sleepers by the party as the rejections were
very high and at that rate of rejections it was not proving economic.
So they were trying to bring down the rate of rejections. They were
working on modifications and improvement of techniques and so on.
They have not fully got over it and even now their rejections are
{o the extent of 5 per cent whereas normally it should not exceed
more than 2 or 3 per cent. That is why they have not been able to
pick up and produce the sleepcrs at a sufficiently high rate.

3.109. In a written note about the developmental difficulties,
change and modifications in the design of concrete sleepers and other
difficulties stated to be responsible for the shortfall and the steps
nroposed to overcome them. the Railway Board have stated: “The
mono-block concrete sleeper is a new item being produced for the
first time in the couniry. Though the trial slcepers were produced
successfully by the firms on whom the orders have been placed the
mass manufacture received a setback due to heavy rejection to the
extent of 50 to 60 per cent. This was mainly due to non-availability
of proper quality of cement, non-availability of proper technical
know-how for the mass manufacture. To overcome these difficulties,
trial castings were made with different qualities of cement from
different factories and with different strength. The firms also develop-
ed top vibration and crimping of wires. One firm namelv M/s. Indian
Hume Pipe have also been permitted to purchase the technical know-
how from M/s. Dow-Mac of England. In view of these difficulties
RDSO also went into the detail of design and to have better results
have modified the design for which fresh tenders have been invited.”

3.110. As regards the latest position of concrete sleepers, the
Committee was informed that “till date 35.000 sleepers have been
cast by the three firms out of which about 20.000 have been inspected.

Onli 6,600 sleepers have passed the tests and 5.400 have been laid in
track.”

3.111. In the course of evidence. the Committee enquired about
the reasons why only 6,600 sleepers out of 35.000 have been tested
and passed so far. The Chairman. Railway Board stated. “Because
the rejections were high. The inspection had to be carried out with
greater care. Normally we carrv out a percentage inspection—only
abQUt' 2} per cent—hut because there were rejections. we had to be
a lx'gtle more careful and the rate of inspection also was lagging
behind the production. But the fact is that the mono-block sleeper
manufacture is lagging behind and we are seriouslv thinking of some
very special steps. we might have even to go in for a foreign collabo-
ration and get a factory set up for this purpose.”

3.112. Asked as to the reasons for the high rate of rejections and
the steps taken to improve the quality the witness stated. “Actually,
the bond between the wire and the concrete is not gained up to the
level required in commercial production. But in laboratory tests and
initial manufacture done for the purpose of supplying prototype,
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they were able to give the bond, but in commercial production, it
does not come up to the level required. This is the reason why one
party has obtained permit for getting expert advice irom aoiuag
and we may have to go in for setting up some factory for foreigy
collaboration under the auspices of the railways.”

3.113, The Committee enquired whether it was not possible fo;
the Hindustan Housing Factory to undertake the manufacture of
sleepers. To this the Chairman Railway Board replied, “With the
experience and the equipment that they have got, they have manu.
factured the sleeper, but they are also having some difficulty. The;
are not able to get the bond between the wire and the concrete. [t
the sleepers are to be manufactured with foreign collaboration, some
equipment will have to be imported by the Hindustan Housing Fac.
tory which will not be in a better position to do that rather than j
railway agency. We have got all the experience of concrete work:
we have got concrete depot which manufactures and there is ng
difficulty in picking up the know-how and getting it done in ouy
railways.” He further added “Initially, we tried to get it done by
a private party. Since we are feeling a lot of difficulty, we are trying
to get it done under devartmental auspices.”

3114, Referring to the manufacture of inserts, the Committee
desired to know the reasons for the delay in the manufacture of
inserts by the two firms on which orders had been placed. In a
written note on the subject the Railway Board have stated: "While
calling for the tenders firms were asked to submit samples along-
with their tenders. These samples were tested by RDSO and it was
found that only samples of two firms namely firm A and B were
acceptable in physical and chemical tests. These samples did not
pass in dimensional tests. However, since the samples of these two
firms were found acceptable in physical and chemical tests and it
was considered that dimensional corrections can be made while
actually producing the inserts. the orders wers placed on these two
firms,

3.115. The production of a malleable insert is a new item to be
developed for the first time in the country. There are some delayvs
in finalising the fixtures and inspection Gauges for the checking
of finished products by RDSO. Certain modifications and relaxations
in the fixtures were considered necessary and advised to the firms
on 3-4-69. Certain changes were incorporated in the design and inti
mated to the firm on 27th May. 1969." The Chairman, Railway Board
also explained during evidence that “There was some difficulty about
the correct dimensions and correct quality but they have picked up
and now their supolies are coming up at an adequate rate.”

3.116. The Committee desired to know on what basis tenders
were called for procurement of 6.4 lakhs Nos. of inserts in April
1969 and the total requirements of inserts reassessed at 7 lakhs in
September, 1969. The Railway Board have in & written note stated.
“The tenders were invited in March, 1969 based on the orders placed
for the supply of mono-block concrete sleepers on M/s. Hindustan
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Housing Factory (0.60 lakh per year) and tenders invited for Mirza-
pur area (1,00,000 lakh nos.). Earlier order of inserts placed on Firms
‘A’ and ‘B’ Misco covered only the requirements of orders placed on
M/s. Indian Hume Pipe, Bombay (1,00,000 Nos.). The requirement
of 7,00,000 was assessed keeping in view the supply position of con-
crete sleepers by firms who had supplied the test sleepers satisfac-
torily and had set in for mass production. It was expected that by
December, 1970, 1,75,000 nos. sleepers would be available.”

3.117. To a question as to the basis on which the prices of inserts
were increased simultaneously in September, 1969 from Rs. 4.75 to
Rs. 6.00 in respect of one firm ‘A’ and Rs. 5.25 in respect of another
firm ‘B’, the Railway Board had replied: “As regards (Firm ‘A’) the
quantity of 2,00,000 against the existing order was raised to 5,00,000
nos. The rate against the subsequent tender quoted by this firm was
Rs. 7.00 each. By awarding the rate of Rs. 6.00 for 5,00,000 nos. from
2 lakh nos. the administration has actually been benefited by Rs. 0.10
per insert and no extra rate has been paid. As regards (Firm ‘B’) the
rates were increased to cover the increase in cost of steel scrap and
tariff on power only which was to the extent of 65 P. each whereas
the increase accepted is only 50 P. each.”

3.118. The Committee enquired why increase in the rates were
allowed to the firms even though they had defaulted in that the
supplies of the inserts had not materialised in time. The Chairman,
Railway Board stated, “We had initially accepted a rate of Rs, 4.75
per insert and the first firm had said that they will be able to manu-
facture only two lakh inserts within the capacity and that they could
not take a bigger order but they had asked for an increase of 65
paise per insert and by negotiation we could make them agree to
50 paise. The second firm had asked for a rate of Rs. 7.00 per insert
in the open tender. The Ministry explored the possibility of getting
these inserts manufactured in their steel foundry at Chittaranjan
Locomotive Works. But in the absence of advance planning and pro-
vision of connected equipment it was not found possible to meet the
urgent needs. Therefore, with only these two firms in the field, the
Ministry agreed for increase in the price of insert. Sir, it is a question
where we try to get the best value for the money we pay.

3.119. In reply to a question why the capacity of the firms in
regard to prodyction and supplies was not checked before negotia-
ting increase in price and the rate of supply. the Chairman, Railway
Board stated, “Sir, I have the figures of supply of these two firms
and their supplies are now quite good. Of course, initially they
required experience and guidance and cutting down of cost. They
got over the difficulty and according to the latest figures, the total

iﬁu};{)};‘)ly by firm B is 1.62 lakhs and that by the other firm is 3.28
a s‘”

3.120. The details as furnished by the Railway Board. of the
scheduled delivery as per contract conditions and the actual deli-
very of inserts by the two firms month by month upto the end of
1970 are given below:—

“The contracts were issued on 17-6-1969 and the orders were to
be completed by 31-12-1970 in case of (Firm ‘A’) and by 31-10-70 in
LNI(D)3188-—g
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case of (Firm ‘B’). However, the supplies could not be completed
per revised delivery schedule and the extensions have been grant.g
upto 31-12-1970 in case of (Firm 'A') and upto 30-11-71 in case of
(Firm *B’). The actual deliveries made by the firms monthwise ar
given below:

Month Firm ‘A" Pirm v
October 1968 | .. .. . N .. 12
Novernber 1968 .. . .. .. ..
December 1968 . .. .. .. .. 220
January and February 1968 . .. . .. .
March 196% .. .. .. .. Ve o e I3
April and May 1669 . .. . ..
June 1969 . .. .. . .. . 1330
July 1869 . .. . .. ..
August 1969 . .. .. .. N .. 2,405 ..
September 1964 o . . i . 1.710 630
Qoctober 1960 .. . . .. e e 8,150 LRI
November 1064 . .. . . .. 8,360 15,70m
Docemher 1964 .. . . .. .. 10,260 24, hii
January 1970 . .. . . . . (‘KLY %400
Febraary 1970 .. .. .. - .. 2,880 R
March 1870 . .. .. .. . . 7,140 1 o0
April 1970 .. .. .. .. .. .. 09,036 R
May 1970 .. . . . . . 12,000 Suidi
June 1070 .. .. . .. . . 26,0640 [T
July 19850 . . . o . . 14,780 hTl
August 1470 . - . .. .. . (=11
September 1970 .. .. . . . 3u,n40 (NITE
Qctober 970 , .. . .. .. 205,384
November 1874 . . . .. .. 4,680
December, 1970 - . .. - . AR, B

3.121. The Commitlee desired to know whether any action had
been taken against the firms for not adhering to the delivery sche-
dule. The Chairman. Railway Board stated in reply, “This was reallv
a development order and we had to persuade the parties a lot before
they took this up. It was a guestion of putting up our own factory o
requesting some people who have got experience and machinery and
expertise and knowledge to do this. and since they were facing a lo
of difficulties with high rejections, we felt we should give them u
little time and not involve the penalty clause against them. 1§ we
are harsh in this matter we will have no chance for development in
the countrv at all.”

3122 In a written note on the subject the Railway Board have
stated. “No action has been taken against the firms for not adhering
to the delivery schedule because of the fact that neither anv losses
have been incurred by the administration due to a setback in the
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production of concrete sleepers nor any inconvenience has been
caused. However, the rights to levy liquidated damages have been
reserved while granting extensions.”

3.123. Asked whether the possibility of manufacturing inserts
in Railway's own workshqps was considered the Chairman, Railway
Board stated, “Actually Sir, we do not have real capacity. The firms
were only prepared to do the work for us so that we can establish
the possibility of manufacturing it in India. The Railway Workshop
can give us some guidance about the reasonable cost of manufacture.
In any case we require the special glectric furnace for this and they
have to install this if they are to manufacture this.”

3.124. In this connection the Railway Board have also intimated,
“In 1957, when drawings were finalised for malleable cast Iron In-
serts it was ascertained that there are number of manufacturers
supplying malleable cast iron items. Production of malleable cast
iron items need certain special heating furnaces and balancing equip-
ment not available in the Railway workshops. Therefore, it was
considered desirable to develop this item from existing factories
rather than set up a new unit involving considerable investment. It
was only in 1969 when response to open tenders revealed that except-
ing two firms, other firms could not manufacture the item to our
requirement that the possibility of production of this firm from
existing Rly. workshops was investigated. It was however found not
feasible as, though with electric induction furnace capacity could be
located, manufacture of inserts would need additional treatment
furnaces. Besides the existing capacity of the furnace could not be
spared for this work, being required for manufacture of other critical
items for the Rlys. In view of this it is not proposed to undertake the
manufacture of this item in CL.W."

3.125. The Committee drew attention to the statement in Audit
para that shortfall in the production of inserts by the two firms was
partly attributable to difficulties in working selected variety of
scraps. Asked whether Railways could not supply the scrap from
their own sources, the Chairman, Railway Board replied, “Sir, we
assisted them in this respect. But unfortunately our system of dis-
posal of scrap does not involve sorting, we dispose scrap of all types
and they require scrap of a particular type. However, we assisted
them and they were able to get over the difficulty.”

3.126. The Committee were, informed during evidence that
against the order of 7 lakhs inserts upto the end of August, 1971, 491
lakhs of inserts had been received. When the Committee pointed out
that in view of very small number of concrete sleepers which had
been tested and passed, the quantity of inserts was much out of pro-
portion, the Chairman, Railway Board stated, “This was done under
certain assumptions and when something was got to be manufactur-
ed and the components have to be ordered on different parties, there
is always some possibility of something being little in excess and
something being little in deficit.” He however added; “Considering
the requirement of sleepers for the Indian Railways and various
other types of range work, it is not such a big quantity. If we could
have avoided it, it would have been a good thing.” In reply to an-
other question, the Chairman, Railway Board stated, “The people
L/J(D)SLEBwH(a)
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who have a set up capacitv and who started satisfactorily manufac-
turing should be able to keep going with reasonable order, or we wil]
again be in trouble for getting inserts. Secondly. there is every
possibility in these days of rising prices to our having to pay highe
rate, if we try to curtail the number while negotiating with them
For these reasons, it would be wiser to deal with the contract thy,
has been entered into alveady.”

3.127. The Committee regret to observe that though the Railway
Board initiated action in 1964 for procurement of concrete sleepers by
inviting global tenders, drawings and specifications for the inserts
which were to be cast along with concrete sleepers were finaliseq
only in October, 1967. The two firms 'A’ and ‘B’ on whom orders for
supply of 4 lakhs inserts were placed in May 1968 and who were
required to complete the supplies by April, 1969 could commence
their production only after July, 1969 when the modifications in the
specifications of the inserts were finalised with the help of Research,
Design and Standards Organisation,

3.128. It is seen that at the time of first tender out of the 27 firm.
in the country who tendered and who were known to possess capa-
city for manufacture of these fittings only 2 firms ‘A’ and ‘B’ could
be selected for placing orders for production of inserts and in the
second tender opened in April, 1969 out of the 18 firms which tender-
ed, the sample of only one firm, viz. firm ‘A’ on whom orders had aj
ready been placed on the basis of earlier tender, was found satisfac-
tory. This only indicates that the item was difficult to manufacture
and hence there was need for advance planning.

3.129. During evidence the Chairman. Railway Beard stated
that the possibility of getting these inserts manufactured depart-
mentally was explored but in the absence of advance planning and
provosion of connected equipments it was not found possible to meel
the urgent needs and therefore they agreed to the price increases
asked for the two firms even though they had not kept up the deli-
very schedule. The Committee find that in view of the developmen-
tal difficuties the production of conerete sleepers had not yet picked
up. In fact, against an expected production of 20,000 sleepers by De-
cember, 1969 only 3,942 sleepers were actually produced. In view of
the very slow progress in the manufacture of concrete sleepers, the
element of urgency pleaded for the increase in the rates aliowed lo
the two firms does not look very convineing. Had a realistic assess-
ment of the requirements of inserts been made the additional order
for 3 lakh inserts placeg on the firm "A’ after agreeing to the enhanced
rates could have been postponed. The Committee would lke the
Railways to learn a lesson from this lapse and ensure that such
instances do not occur,

North Eastern Railway—Acceptance of an unusual Condition in u
contract for gale of serap Rails

Audit Paragraph

3.130. In October, 1866 the Railway Administration accepted tiv
offer of & firm for purchase of 7000 tonnes of scrap rails at Rs. 435 -
per tonne. The conditions of the sale inter al‘a specified at the -
stance of the firm that the party would deposit the cost and 1ift the
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rails by the end of June, 1467 and the Railway Administration would
have right to cancel the deal in the event of undue delay in lifting
the materials by the purchascr. On 3vd December, 1966 the Railway
Administration, at the request of the firm, agreed to the total pay-
ment and taking delivery of the rails within 8.5 months of the date
of receipt of the letter of acceptance by him and that the contract
would not be cancelled on account of delay in the lifting of the
materials. The acceptance of the latter condition which was done
without consulting the Law and Finance branches made the curreney
of the contract indefinite and taking advantage of this position the
firm delayed the off-take of the rails. In Februarv, 1968, when the
firm had lifted only 1000 tonnes of rails, another firm offered to pay
Rs. 455 per tonne for the batance of 6000 tonnes rails. Even though
acceptance of this offer was not benefited the railways to the tune
of Rs. 1.2 lakhs, the offer was not availed of as it was apprehended
that the termination of the contract would create legal complica-
tions.

3.131. By April. 1970, the firm had lifted 5125 tonnes onlv. leaving
a balance of 1875 tonnes. when the contract was cancelled by the rail-
wav as the firm refused to lake the deliverv of this rails at site and
insisted that the railway should transport it to the railway stations.
The firm has obtained a stav order from a Court restraining the ad-
ministration from sale nf balance quantity of 1875 tonnes

3.132, The Railwav Administration explained (December. 1970)
that the offer of Rs. 455 per tonne made bv the second firm in Feb-
ruary, 1968 was not in response to a tender enguirv or anv other com-
munication by the railwav and the acceptance of that offer would lead
to complications. As regards the condition accepted by the railway
that the contract would not be cancelled on account of delav in lifting
the materials, the Railwav Administration stated that the condition
was, unfortunatelv, not correctly worded and the wordings as thev
stand are legally unsound since it amounts to granting a perpetual
lease of life, desvite all faults. and such a condition. therefore, is
void and not binding on the railwav. It was further stated that the
contract was not terminated due to uncertain market conditions.

3.133. Tt mav be observed that the Denuty General Manager (Vigi-
lance) had pointed out in March. 1968 that the firm. who had offered
Rs 435 per tonne, had purchased 1700 fonnes of scrap rails at the rate
of Rs. 482.51 ner tonne which shows that the prices were rising and
uncertainty of the market is not ex*~hlished. As regards the plea that
the contract could have been torminated by the railwav leeally, it is
observed that the law officer had opined that in the event of termina-
tion the possihilitv of the party ening to arbhitration and raising cer-
tain disputes under the agreement was neot ruled out.

[Paragranh 21 Report of the Caomntroller & Auditor Gene-
ral for the vear 1969-70 on Railways.]

3.134. The Committee were informed that no formal agreement
was executed hy the Railwav Administration with the firm. The
accentance of -the tender on the original terms and conditions of
the sale stinulated in the tender form with certain modifications was
canveved to the firm bv issue of an initial acceptance latter dated
21-10-86. According to the Railway Board the standard conditions of
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sale forming part of tender document provided the following clauses
to deal with failures of firms:

“(c) The successful tenderer/s shall deposit the full cost of
the material, after the acceptance of the tender. The
amount shall be deposited in cash or D.A.C, of State Bank
of India in favour of the Financia] Adviser & Chief Ac.
counts Officer, N.E. Railway, Gorakhpur, within 14 days ¢t
receipt of the acceptance, failing which, the earnest money
shall be forefeited to the railway administration, chequeg
will not be accepted.”

(e) The successful tenderer will be required to remove the
scrap rails from the site within the free delivery period
i.e. within two months from the date of issue of the re.
lease order. In case of his failure to do so, a ground rent
of Rs. 4/- per day or part thereof shall be levied. In the
event of undue dclay (to be decided by the Controller of
Stores, N.E. Railway. Gorakhpur) in the removal of the
whole or part quantity, the Controller of Stores, reserves
the right to cancel the sale and resell the material lying
unremoved at the risk and cost of the successful tende-

rer.”

3.135. The clause (e) above in regard to levy of ground rent and
cancellation due to delay in removal was modified by the acceptance

of the firm following condition:

“That in case of any delay on your part you are required to pay
the storage charges @ Re 1/- per day per M/T only and the
contract will not be cancelled on account of delay”.

3.136. The circumstances under which this modification was agrecd
to were explained by the representative of the Railway Board during

evidence as under:—

“When the initial letter of acceptance was issued, the contractor
pointed out that he had stipulated a condition in his offer that the con-
tract would not be cancelled by the Railway Administration. This
was processed hy the Controller of Stores and then the letter of ac-
ceptance of this term was intimated in December to the contractor”

3.137. Another modification in the terms and conditions of sale.
as stipulated in the original tender, which was agreed to in December
1966 was that the firm was required to make the complete payment
and take deliverv within 8% months from the date of receipt of accep-
tance lntter. As the firm failed to life the entire quantity of scrap.
thev asked for extension of time. In this connection the witness sta-
ted. “This extension of time was given up to the end of December. 1967.
Immediately when the matter was re-examined and while it was being
examined in consultation with the law officer as to what to do in this
case which has been given cut in a defective manner, Railwav got an
unsolicited offer for higher amount. but there was no security deposit
with this and the offer was not taken into serious consideration.

3138, The Committee drew attention to Section 480 of the Rail-
wav Code which provided that any unusual conditions in a contract
shanld be annroved by the General Manager acting in consultation
with his legal and finarsgial adviser or if it is beyond his competence.
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by the Railway Board. Askcd why the provisions of Section 480 of
Railway Code were not followed before accepting an unusual condi-
tion in the contract, the representatives of the Railway Board replied
that there was a lapse.

3.139. The Committee enquired whether any investigation was
made as to the circumstances under which a special condition in the
contract was accepted. The Chairman, Railway Board informed the
Committee that; “In this particular case. there was a presumption
that what had been done was duc to a misunderstanding. An enquiry,
will be held in order to deal with this matter effectively. In the origi-
nal tender, the contractor had laid this condition and then negotia-
tions were held with the contractor and the contractor gave his re-
vised terms and conditions without including this condition or with-
drawing the condition. As from the original tender, the Tender Com-
mittee felt by implication that he had withdrawn the condition and
an acceptance letter was issued to him. When the contractor wrote
saying that he had put in a condition then the Controller wrote on
the file that this may be checked up and if it is in accordance with the
Tender Committee's proceedings, this may be issued. The actual
correspondence was handled by the Track Supply Officer and he felt
since by implication this condition had not been withdrawn, this is
also approved. It was not done in a lighthearted wav to fout the
order or assume the power of a higher authoritv. We shall hold an
enquiry and try to fix the responsibility.”

3.140. Later on in a wyitten note the Railway Board have stated,
"A Committee consisting of Senior Deputy General Manager. F.A.
& C.A.Q. and Controller of Stores has been constituted by the Rail-
way Board to enquire into the matter. The Committee have to re-
cord evidence of a number of officers including members of the Ten-
der Committee. Two of the members of the Tender Committee have
retired and the Committee are trving to get these officers also to re-
cord their evidence. The enquiry is expected to commence bv the
rr;iddle of next month and will be completed as soon as possible there-
after.”

3.141. The Committee are unhappy to observe that in complete
disregard of Sectlion 480 of the Rallway Code, an unusual condition
specified by the tenderer in his offer for purchase of scrap was accep-
ted without adequate scrutiny. Besides this, no formal agreement pro.
viding for essentia]l safeguards like sale at the risk and cost of the
contractor in the event of defa:l. by the contractor was executed.
During evidence the Chairman, Rallway Board admitted that there
was a lavse in thic case and nromised to institute an enquiry into
the whole affair., The Committee are informed that an enquiry com-
mittee has since been constituted, The Committee would like to be
apprised at an earlv date of the action taken for fixing responsibility
on the basis of the findings of the enquiry Committee.



CHAPTER IV
UTILISATION OF ASSETS
Performance of Flash Butt Welding Plants on the Indian Railways

Audit Paragraph .

4.1. Welding of rail joints increases the life of rails as well as that
of wheels of rolling stock that run over it, and facilities comfortable
and noiseless ride. The rails are welded generally by Thermite process
or Flash Butt process. Under the Thermite Process, welding of rails iy
done at the site of track under a contract with some firms in Ind:y
who have developed necessary techniques and processes for the pur.
pose, railway providing only labour and stores therefor, at their own
cost. Under Flash Butt process rails are welded departmentally with
automatic flash butt machines at the plant depot from which welded
rail panels are transported to the site of the track and laid. On the
Indian Railways, prior to 1960, departmental welding with flash butt
machine was being done on a small scale at the plant depots at Kal-
van and Chalisgaon (since 1950 and 1959 respectively) on the Central
Railwav, at Bande! (since 1958) on the Eastern Railway and at Rosa
(since 1948) on the Northern Railway.

42. Rail joints welded by Flash Butt process are universally re-
cognised as stronger and cheaper than those welded by Thermite
process. In November, 1960, with a view to carrying out flash buft
welding of track more extensively than hitherto and reducing the
lrad in transvorting lona welded rails, the Ministry of Railwavs
(Railwav Board) decided to procure additional flash butt welding
plants. Global tenders were invited in October. 1961 for procurement
of 6 Nos. of flash butt welding machines. mobile type to be mounted
on special flat wagons and capable of being shifted to different re-
gions. In view of the difficult foreign exchange position, order was
placed in the first instance only for 3 flash butt machines in Mav, 1962
on a firm in UK. at a cost of £37.506 each (total cost £1.12.518 FOB,
'K Port) to bhe allotted tao the Western, Southern and South Eastern
Railwavs. The remaining three plants intended for Eastern, Northern
and Snonth Central Railwavs were nrdered in April. 1964 at a cost of
£ 39.465 each (to*al cost £1.18,385 FOBY. The mobile set ordered for
each Railwav comprised main rail welding equipment. a deisel gene-
rator. its stand-by and other accessories to ensure its own power
supplv.

4.3. In February, 1963, the Railway Board decided to keep the
mobile unit to be nrocured to be mounted on stagings instead of nn
snerial wagons as the plant mav not require frenuent shiftino. One
of the allottees. the South Eastern Railway Administration, decided
(October. 19621 with the Railwav Bnanrd's apnroval (Antil. 1984) to
run the machine with power supplv from the State Electricity Board
instead of ren~rating power hv using the diesel generating sets
ordered with the welding machine as nower was available at the
cite chocen (rngiderable savine through reduction in weldine cos!
(ectimated at Rs. § to 6 per jnint) wac experted thersby. With the
subsequent commiscioning of the welding plant on South Eastern

1
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Railway (October, 1966), the diesel set and its auxiliary had to be
put to alternative use. The other two new welding plants ordered
in May. 1962 were kept as mobile units on Southern and Western
Railways. However, the three plants ordered in April. 1964 were
commissioned in 1969 and 1970 as stationary plants in view of Board’s
later decision in 1967 to keep the plants stationary as far as possi-
ble. Only the welding plants on South Central and Northern Rail-
way could be commissioned from the beginning (i.e. January, 1969
and April, 1970 respectively) with power obtained from outside
source and the diese] set and its stand-by are cither being put to al-
ternative usc or kept as stand-by. The remaining plants on the Wes-
tern, Southern and Eastern Railways were commissioned (April, 1964,
August. 19656 and August, 1970 respectively) with current generated
by their own diese!l set, with resultant increased operational cost of
welding. The welding plant at Sabarmati (Western Railway) changed
over 1o outside power June, 1966, In the case of the plants  at
Arkonam (Scuthern Railwav) and Moghalsarai (Eastern Railway)
the question of taking power for the welding plant is under correspon-
dence with the State Electricity Board/Flectricits Companies. The de-
lav in the changeover to outside power supplv in these cascs is attribu-
ted to getting single phase current for the welding plant from State
Eleetricity Board/Electric Supply Companies. While problems exist
in obtaining power from outside as the welder requires large guan
tities of single phase current intermittently. the device adopted by
the South Eastern and South Central Railwavs namely. providing a
direct feeding transformer for single phase current could have been
adopted wherever possible.

44. It 1s evident from the above that prior to placement of
orders for mobile flash butt welding set in mav, 1962, the availability
of the special type of wagon needed to mount mobhile plants. as
well as the advantages in operational cost by keeping the plants
stationary at location where power was available was not investigat-
ed. It mav be mentioned that the supplicrs of the equipment and
the Eastern Railway Administration brought to the notice of the
Ministry of Railways (Railway Beard) (Junuary 1962) the desirabi-
litv of importing the welding set without the power eyuipment priov
to the placement of order, in the interest of cconomy and saving of
foreirn exchanze. In Avgust, 1967, based on the recommendations
of a foreign expert. the Ministry alse issud instructions to all Rail-
wayvs for adoption of a fixed installation with attendant advantages
in terms of facilities for handling trecatment of rails prior to and
after welding, cheaper power supply from  outside sources, which
could not be had in a mohile plant.

45 The import of the six dicsel penerating sets. its auxiliaries.
etc.. ordered along with the welding plants in two instalments (Mav,
1962 and April, 1964) and subsequently rendered or likelv to be
rendered surplus for the welding unit had cost the Railways
£1.33728 F.O.B. in foreign exchange. Further during the period of
their operation, the cost of welding has also been increased to the
extent of Rs. § to 6 per joint.

. 48. Besides the above. the commissioning of the welding plants
imported under the two orders referred to above have been con-
siderably delaved on some of the Railwayvs. The welding plants and
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the accessories under the earlier order of May, 1962 were recciveq
and commissioned by the Western, and Southern Railways, between
June, 1963 and August 1965. on the Southeastern Railway, thjg
was commissioned only in October, 1966 after a delay of over 9
years. On the Western Railway, though there was not much delyy
in commissioning, the plant could not be worked to its normy|
capacity till 1965-66 mainly for want of load. During the same
period contractual commitments entered into in May, 1963 (i¢ ,
vear prior to commissioning of the flash butt welding plant) by (4,
Railway Administration for welding by the Thermite process
about 788 track miles or 1.63 lakhs joints had to be discharged.

4.7. Similarly the the welding plants intended for Souyy
Central, Eastern and Northern Kailways under the later orde,
(April. 1964) were  received between April, 1966 and Februay.
1967. On the South Central Railwayv. the machine was commissiongd
from 8-1-1969 (again a delay of about 2 vears). The Northern ang
Eastern Railwayv could commission their plants onlv by end
August. 1970 and April, 1970 respectivelv {nearlv 4 vears), The (.
lav in these cases was mainiv attributed 1o delay in decision regarg.
ing the siting of the plant, its lavout cle. arising out of the need
for implementing certain suggestions in the matter given by 4
foreign expert in Mav and June, 1967, However, the changes sup-
gested in the foreign expert’s reports such as choice of the site with
sufficient spaces. scope for further expansion, entrance at one end
exist at the other ete., meant essentially for a rational plan of lav
out cannot bv themselves explain inordinate delav in commission-
ing.

48 As a result of these delavs, the main  objective of the
Ministrv of Railwavs (Railwav Board) formulated in 1960 to adop
flash butt welding more extensivelv in preference to thermite weld-
ing could not be achieved to anv great extent so far as indicated i
the table given below -

TABLE
Traek welded v Track Kidometresy

Yeat - Thertmte Proces Flash Normal Torai

pu. R V- R Buts capacity woldid

Shertowelded Tong welied welding fi-r Aawnh fravk tor

pansin pranels 35 et Rure the v

(35 railse s Kom P b laad Welding
Ittt i tem k uwvatable
I‘n;l-ﬁﬁ . .. T . o2 480 Wy
1982.63 Yauts nagq 260 1,000
1963.64 1.970 2 e A0 2.241
1964.85 1,851 “ 83 375 2
198556 1,500 24 27w Be5 PR
196667 o . 1,461 34 LT 1, hyid [
1947.0% .. . G2 1A A5 294 Lol
[ 1 30
L]
R UM .
1665.69 . . 1,137 1% BHN Py 1T
(1. 1RM®

*Pignres in brarkeate indieate the capacity that woubd have been available if the npoied
machines alicady received on Mailways were conunissinned after a veny of their receipt.
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4.9. The latter was accepted by the Ministry as inescapeable
only for site-welding of short-welded panels prepared in flash butt
welding plants into long welded panels of half a mile or more or
welding in remote sections in view of transport problem.

4.10. On the assumption of Rs. 26.75 and an average rate of
Rs. 10.00 per joint for flash butt weld on account of operation and
transport cost respectlively and Rs. 50 per joint for thermite weld
the extra expenditure due to adoption of welding by thermite pro-
cess in the years 1967-68 and 1968-69 for Northein Railway alone
(cstimated at 31,436 joints) works out to Rs. 4.17 lakhs.

4117 The Ministry of Railwavs (Ratlwav Board) cxplained
(December, 1970) that though thermite weld is no doubt less desir-
able, the cheapness of overall cost of flash butt weld depends on
the lead cost and an average rate of Rs. 10 per joint as lead cost
mav be attainable only with certain imiprovements in turnround of
rakes and efficiency in transportation with improved design of rakes
for which efforts are in hand.

412 In regard to delay in  commissioning of the plants, the
Ministry stated that erection of a welding plant is a major project
costly nearly Rs. 20 lakhs, Considerable planning has to be put in
advance and during installation many items of structural work and
equipments have to be executed in a coordinating way to exacting
technical requirements. Considering all these circumstances period
taken for commissioning various plants cannot be considered un-
duly long.

413. The Ministry of Railways (Railway Beard) have explained
(January, 1971) the delay in the case of plant on the South Eastern
Railway as being mainly due to time in getting possession of land.
The sites of the plants on Eastern and Northern Railways, had to
be changed from consideration of transport of rails and the recom-
medations of French Expert received in August, 1967, Commission-
ing of the two plants on the Northern and Eastern Railwavs also
involved additional period for careful adjustment of muachinery to
obtain desired quality of welds.

[Paragraph 40. Report of the Comptroller and Auditor
General for the vear 1969-70 on Railways].

4.14. The Committee were informed during evidence that it was
difffeult to say what will be the extent of welding on Indian Rail-
vwiove as rails enoall the trunk routes and imwortant lines had to be
welded, The Chatrman, Railwav Board. however. indicated that
roushly about 35000 Kms on the broad-gauge was ultimately to be
weltded, He also stated that same importance was not being given
to the welding of rails on the metre-gauge as the advantages of weld-
ng were much more on broad-gauge.

- 4.15. The Chairman Railwav Board further informed the Com-
mittee that about 20000 Kms. of rails had so far been welded. The
f:rllnwine breakup of the rails welded by thermit svstem and by
Flash Butt svstem has been given by the Railway Board:

Urro 31.3.1971

Alumno Thermit Process Flash But
T VT, - A —_
BC MG TOTAL BG MG TOTAL
10157 4806 14928 s MG 4785

*This imj-h;dé;s' 120ng welded b;'. gas pressure.
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4.16. As regards the cost of welding by the thermite process wng
by the flash butt process, the Chairman. Railway Board states: Ty,
cost of welding a joint by the thermite welding system is on
average about Rs. 45 and by the flash butt welding system, it i
about Rs. 40, a little less than Rs. 40. But we have to take into ¢y,
sideration the cost of transport in the case of flash butt rails
thermite welding is done at the site itself”. He continued, “This ..
pends on whether the movement is done by the departmental matc.
rial trains or by traffic trains. The traflic trains movement is dun,
on the Railwav material consignment rate which is a verv 4pw rate
And on some of the Railwavs thev are moving it by traffic traing

4.17. When the Committee enquired how it was claimed that 14,
cost of flash butt welding was cheaper as comnpared to the therm.,
process. the Chairman, Railwav Board deposed, "Sir. the cost of b,
welding is less in the case of the use of welding plant. but we have
to take into consideraticn the cost of transport. If the transport i
ecunomical, then upto a certain distance the flash butt welded join
would also be cheaper”. He further added. “We have taken iy
consideration the availability of rails in the case of flash butt welg-
ing plant and also the canacity for movement., With the facilitio:
that we have got and with the special tvpe of stock. if we send them
tou {ar away. we will not be able to get them back at the weldine
plant in time to keep pace with the weldmg. And if suoplv of ras
does not become regular. our labogr remains idle and the cost (o
welding per joint goes un In the case of thermite olant, mos o
the factors are controllable”,

4.18. The following staterment furnished by the Rallway Bogy
gives the comparative cost of welding & joint by the thermite proces
and bv the Flash Butt svstens

Cost of Thermite and Flash Butt Welds

(RTINS RPN

Thernote Jdont FBW,  doee . A .
Ratlway 52 Ky W R 52 Kg, 90 L0 Apprax,  Coet tanathe
fead 1
Km.
Central .. 3808  36:8% 2243 .. (] Fad hyathe (RMo ),
Kwn,
M- 607
CGN.
Eastern . 52-67 4503 4004 31024 1ime 16-21 Dept! yahes
Northern .. $2:22 Lo Be42 .. 400 12460 Trafie (RMU
IR I Y R ]),.,,”‘ 106
Konthern .. H3-33  43-54%  20.7&8  28.47 S0 10 Theptl, rakes,
.0 PR P33 L ] B A B I 100 541 Teafie (MO
q9.E. AR 4535 Juedo .. four %03 Traffe (RMOY
Weatern .. 5550 620 2)-68T 0 21-70 AN AN Deptl
Approx $R65 4520 Al oo 200 do0 470

Average fApproad

s e o M 12 L o e e - Ao
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4.19. In this connection, the Railway Board have stated: “It may
pe seen that flash butt welded joint is cheaper upto certain leads
peyond which thermite is cheaper. Financial implications would
iherefore, depend upon lead. Furthern wherever trailic BFR wagons
could be utilised rates (RMC) would be cheaper. Raillways have been
advised to adopt this practice to reduce the cost of transport”.

4.20. In reply to a question as to the decision of the Railway
Board about the use of welding system on the Railways, the Chair-
.nan. Railway Board staied: “"Our intention is to use the flash butt
welding plants to the maximum etxent provided the lead is not so
much and in some areas where the movement is difficult for the
traffic department to do the work is done by the thermite welding
process’ .

4.21. The Committee were informed that out of the four older
plants at Kalyvan, Chalisgaon. Bandel and Rosa. three were working
as fixed units and only the plant at Chalisgaon (Central Railwav)
was of mobiie tvpe. This plant was shifted to Eastern Railway onlv
once in 1955 and thereafter it has been working at Chalisgaon with-
out any further shifting.

422, Asked whv the Railwavs preferred to order mobile flash
brit welding plants in Octobeyr, 1969, the Railwav Board have in a
written note stated, “Main factors that restrict the utility of a fixed
welding plant is the cost and difficulties of transporting welded panels
over long leads. Taking this into account, Board decided in 1961 to
provide each Railwav with one fixed and one mobile unit. As at the
time three out of 4 plants were fixed, initial procurement was for
six_mobile plants.  Howcever, need for higher quality of weld re-
quired for modern conditions of transport calls for considerable im-
provements in welding technmique and quality which it in  better
with stationary operation of the plant. Consequently in 1967 Board
decided to have only stationary plants in future”,

4.23. To a question whether anyv expert opinion was taken before
ordering mobile plants, the Chairman, Raitwav Boeard replied. “In
1963. we did not have manv mobile plants and the amount of work
to be done in the country was so much that the need for shifting
the mobile plant did not arise at that stage. There was one plant
on the Central Railwav which had been shifted once and refixed
there. 1t is onlvy when there is progress in the work and a particular
area is completelv covered that the need for shifting arises. We had
not come to that stage vet”,

4.24. The Committee pointed out that the Railwavs had been
working four plants on both mobile and stationarv tvpes for quite
some time but a decision 1o have fixed tvpes of plants was taken in
1967 only after obtaining the opinion of a French expert. The Chair-
man, Railway Board thereupon explained: “The position is that the
first plant was imported just before the World War and our expe-
rience in regard to the functioning of this plant in the war vears
and the vears immediately thereafter was not adequate. The weld-
ing that was done on the railwavs with the flash butt welding plant
was not giving sufficiently good quality in regard to alignment and
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surface and it was considered necessary that we should try to get
expert opinion from a country which had not supplied us the equyp.
ment. We got the equipment from Britain and we therefore felt thy:
it would be desirable to get expert opinion from another country,
and since France nad a very good name in regard to improvemen
of the track and they had achieved a record in high speed opera-
tion, it was decided to take advantage of the facility of Indo-French
Technical Couperation Programme and to get a French expert fo
this purpose. When he came here and saw our plant, he also saw
our old plants as well as proposals for installation of the new plants.
He said that if we wanted to ensure quality then we must have it sta-
tionary. This is the main object of building up the stationary plant. {1
is better that we do not have the mobile plants operated on vehicles
as the quality of the weld will not be good and he gave his opinion
on the basis of experience in his own country. After taking all thesc
factors into consideration, we have decided not to have any more
mobile plants for the Indian Railways. The object of having a mobile
plant was originally to see that the cost of transport is kept under
control and since quality was the main factor involved, it was de-
cided that we should work the plant efliciently in order to get good
guality and keep the transpourt cost within limit and to serve a
particular area and to deal with this work which is remaining out-
side the area by the thermite welding process™.

4.25. The Audit paragraph states that the suppliers of the equip
ment and the Eastern Railwav Administration brought to the notice
of the Railwav Board, as ecarly as in January, 1962, the desirability
of importing the welding sets without the power equipment in the
interest of economy and saving of foreign exchange. In this connec-
tion the Railwav Board have intimated: “Reduction in the price of
plants and economy in the cost realisable bv ordering fixed welding
plants were brought to notice by the manufacturers themselves
There was nothing new in the suggestion made by the suppliers as
the fact that welding plant without generators would be cheaper
than the plant with its own power generators is obvious as cost ol
welding unit is same in both cases. Economyv in operational cost
was not touched upon as this would depend upon manv other factors
like tariff, proximity of supply. cost of diesel ete.”

4.26. In February. 1963, the Railway Board decided to keep the
mobile units (to be procured) mounted on stagings instead of on
special wagons as the plants may not require frequent shifting and
because there was shortage of special wagons. The Committee en-
quired whether the availability of special wagons was not considered
before importing the mobile sets, To this, the Chairman, Railwayv
Board replied: “These special types of vehicles are manufactured in
the countrv. The Railways were short of this type of vehicle but
this was not a problem. That was based on the situation at the time
we took a decision in this regard”.

4.27. The Audit paragraph states that in October. 1963 keeping
in view the Railway Board's instructions to keep the plants station-
ary, the South Eastern Railwav Administration requested for per-
mission to run the plant with power from the State Electricity Board.
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1t was also explained by the Railway Administration that this would
reduce considerably the cost of welding. This arrangement was
agreed to by the Railway Board. The Committee askga if the Rail-
way Board were convinced of the economy in operational cost due
to working the plant with power from outside source, why did they
not issue similar instructions to Southern and Western Railway
Administrations, who were also to receive the mobile plants already
on order. In a written note on the subject, the Railway Board have
stated: “The concept from the very beginngng was to impart mobility
to the plants by adding an independent power unit. Economy in the
operational cost was not the criterion in the choice of welding plants,
but proximity to the work was the main consideration in selecting
sites. Therefore, there was no question of issuing any instructions to
Southern and Western Railways for locating plants where cheap
electricity was available. It is further pointed out that power from
grid is not economical in all cases. However, once decision has been
taken to operate them as fixed plants, efforts are being made to utilise
power from grid wherever available and economical”.

4.28. The Audit have, however, informed the Committee that
“the various Railway welding plant engineers at their periodical
meeting to discuss the common problems in the working of welding
plants noted (September, 1963) the savings anticipated in running
the welding plant with current obtained from outside source of
supply (Estimated at Rs. 5 to 6 per joint). In a subsequent meeting
in May, 1964 of this committee (in which a representative of the
suppliers of the welding plant was also present) it was noted that
all over the World, plants are at fixed locations with elaborate equip-
ments for maximum output of good qualitv and considering past
experience in Indian Railwayvs the plants were Jikely to remain in
one location for several years. Keeping the machines on wagons as
at Chalisgaon on Central Railway unduly raises the convevor line
above ground with resultant ditficulties in works. The occupation
of wagons for vears is unremunerative.

4.29. The Chairman., Railway Board, stated during evidence:
“The import of plant without the power unit was though of even
earlier in those arcas where there was a dence electric network with
4 very heavy industrial load as near Bombay. But elsewhere, we
were not able to persuade the Electricity Board to accept this till
very recently”.

4.30. He further added, “Till recently the State Electricity
Board Authorities were not in favour of allowing the plant to be
connected to the system. because it involves a very heavy drop in
voltage every few minutes when the actual welding is due to take
place. This difficulty was not over only recently after convincing
the{n of a method that has been followed abroad and put up sub-
stations in places where there is a substantial electric load”.

4.31. The Committee desired to know whether efforts were made
to persvade the Electricity Boards to agrec to loads being provided
for the welding plants. The Chairman. Railway Board deposed, “It
Is not a question of persuading the Electricity Board. As per the
Indian Electricity Act. they do not agree to any load being connected
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which involves a drop in voltage of 5 per cent for low tension ang
12 per cent for high tension; unless special arrangements are made,
there was s.me adequate base load and also close by a substation
was _installed. there was no possibility of these conditions being
fulfilled”.

4.32. He continued, “Even today we have got iwo plants which
are working with their own generators because the State Electricity
Boards are not agreeable to give power in that area to us. Wherever
they have been able to get the power, in view of the economy of
about Rs. 5 per joint, it was considered that we should avail of the
offer”,

4.33. In reply to a question the Chairman, Railway Board stated
during evidence. “The first attempt that was made was at Jharsu-
guda. whereby we could develop a new technique, having separate
substations and having a base load. We were able to persuade the
Orissa State Electricity Board. and once they agreed to this, we
started approaching them to accept this technigue and to persuade
them that this will not cause them much difficulty in voltage fluctua-
tions and in respect of the complaints from other consumers”.

4.34. The Committee pointed out that although the Southern
Railway plant at Arakonam was commissioned in August, 1965, the
State Electricity Board authorities were first approached on 18-6-1970
for making available the necessarv power for the plant. The explana-
tion given by the Chairman, Railwav Board for this was that the
matter regarding supply of direct power for plants was being nego-
tiated with other Electricity Bouards and onlv in 19G8 the technical
uhjections raised by the Boards covld be resolved. The Chairman.
Railway Bow:d further added. “The fact that they have nout agreed
even now to supply power would show that if we had approached
them earlier without anyv concrete suggestion, thev might not have
agrecd. When we approach them for something which is a depature
from normal, the first thing that thev ask is if it has been done anv-
where in India. They would not agree to something done in Japan
or elsewhere. If thev are told that it is done in some other State.
thev check and consider it".

4.35. In reply to a question however. the witness stated, ©I aceept
that the fact that we had the generating sets must have acted as a
disincentive to take urgent action to persuade them to give us poww”

4.36. The Committee pointed out that in some cases even the
plants imported with generating sets covld not be commissioned
for a verv long time. Giving reasons for the delav. the Chairman.
Railway Board stated. "I agree in a few cases we changed the siv
after discussing the lay-out and the suitability of the site for move
ment etc. after the arrival of the French expert. In one or two
cases, we had difliculty in getting land. These days land acquisition
ic a problem involving in manv cases a lot of delay. On the South
Eastern Railway it took about 1} years o get possession of the land”.

4.37. The plant allocated to Eastern Railway was received in
April. 1966 and the construction work was completed bv the end of
1969. Asked as to the delay the Chairman, Railway Board stated.
“The Eastern railway case is a bad one. 1 accept there has been some
delay. But on the other Railways, they toock much less time”.
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4,38, The Committee were informed that the plant on the Western
Railway was received in July, 1463 and installed in April, 1964. The
Committee enquired how it was that it took only Y months to instal
the plant on Western Railway while in other cases there was much
delay. In this connection the Chairman, Railway Board state, “On
the Western Railway, in Sabarmat: we had our own land and a
well-established workshop. We had no ditliculty in installing the
plant and bringing it into commission. But on the South-Eastern land
nad, to be acquired. On the Southern they did not take much time
to instal the plant”.

4,39, In reply to another question it was stated that the acquisi-
tion of land for the plants and the change in sites were mainly res-
ponsible for delay in the commissioning of certain plants. The wit-
ness also added, “Normally, land acquisition does not take much
time. But we come across some cases where local resistance has to
be overcome. We¢ have had a few cases where we have done it on a
high priority, but in a small number of cases just because local con-
ditions become difticult, our plant gets delayed”.

4.40. The Committee enquired if the flash hutt plants had been
commissioned earlier, would it not have been possible to resort to
jess thermit welding than actually done between the ycars 1966-67
and 1969-70. In a written note, the Railway Board have stated; “Con-
sidering the large scope of wclding both by Thermit and Flash Butt
Processes, it is difficult to say whether between the years 1966-67
and 1969-70 less thermit welding would have been done than actually
carried out if welding plants had been commissioned in this period
were for Northern, kastern and South Central Railways (S.C. Rly.
was cvmmissioned without any delay). Requirements of Flash Butt
panels for Northern and Eastern Railways were met from existing
plants and Bandel and Rosa (Since scrapped). Besides in long
welded sections, flash butt welded panel require further thermit
joints at site”.

441, It was pointed out by the Committee that as was evident
from the Audit paragarph even after the commissivning of plants
they were not utilised to the fullest capacity. To this the Chairman,
Railway Board replied: "The 1cason why we have not been able to
work to the full capacity is shortage of rails, due to which our track
renewal programme got a set-back. Secondly, relaving programmes
had to be taken up due to shortage of rails scleetively in those places
where the need for relaying was most urgent. In many cases, these
did not fall within the area to be fed by the particular plant”,

442 The Committee were informed that the maximum utilisa-
tion was 60 to T0 per cent and in some cases it was only about 457,
The witness also stated that due ‘o under utilisation of plants the
cost of welding went up because of higher over heads and the under-
utilisation of labour.

4.43. As regards the proposals for fuller utilisation of the exist-
ing capacity the Chairman Railway Board stated: "If we get the rails
freely. we shall be able to utilise the plants not only for welding
the new rails but also the released rails to be used on less important
sections”.

L [J(D)318s 10
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444. The Committee enquired why the Railways were depen-
dent on the private contractors for the rail welding. It was explained
that “Even in thermite welding, we got only the materials for weld-
ing from the contractor and in many areas, the work is d_one.depart-
mentally. We have already got a programme for considering the
departmental manufacture of welding portions, but the question
is whether it will be economical compared to what the contractor
is likely to charge when he knows that we are going to manufacture
it. We have set up a small pilot plant in Chittaranjan which shows
we can make it cheaper at present”.

4.45. The Committee regret to observe that prior to placement of
import orders for mobile flash butt welding sets in May, 1962 detail-
ed investigations were not made by the Railway Board to find out
whether mobile plants with their own generating sets or fixed plants
which could be fed with outside power would be more suitable for
their requirements, The desirability of importing the welding sets
without power equipment was brought to the notice of the Railway
Board both by the suppliers of the equipment and the Eastern Rail-
way Administration well before the placement of order and even
otherwise the Railways had previous experience of working both
mobile as well as stationary type of welding plants but still it was
decided to go in for mobile units with power equipment, It is further
seen that in February, 1963 the Railway Board issued instructions to
keep the mobile units mounted on stagings instead of on special
wagons as it was felt that the planis would not require frequent
shifting. Following this decision the South Eastern Railway Adminis.
tmation was allowed to run the imported mobile plant as stationary
unit fed with power from the State Electricity Board. The policy of
ordering mobile units was, however, not subjected to a review nor
were any instructions given to Western and Southern Railways who
were yet to receive the imported plants, about the desirability of
working the plants with direct power.

4,46, The Cammittee further note that in the periodical meetings
of the Railway welding plant engineers held in September, 1963
and May, 1964, the question of savings anticipated in running the
welding plants with power obtajned from outside source of supply
was considered and brought to the notice of the Railway Board
through the minutes of the meetings. Despite this the Railway Board
did not make any change in the order for the further three sets placed
in April, 1964. A final decision about keeping all the welding plants
stationary was, however, taken in August, 1967 after the report of a
French Expert who visited all the Flash Butt welding plants on the
Indian Railways. The Committee feel that if the Railway Board were
not inclined to rely on their own past experience it would have been
much better to have the opinion of an expert well before the decision
to import 6 mobile units was taken.

447. The delay in taking a decision for keeping the welding
plants stationary to be fed with direct power from outside source
not only resulted in the avoidable import of power generating units
:maccl:l:’l“to :‘he welgntg;‘ plants but a!l‘s: enhanced the cost of welding

cheaper e extent of Rs. 5 to 6 per joint if power was
obtained from outside source of supply.
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4.48. The Committee also feel that the time taken for installing
and commissioning the plants was excessive in many cases. Although,
on the Western Railway, the plant was commissioned within a period
of about 9 months yet on other Railways it took a very long time
ranging between 1} years to nearly 4 years. Besides this there was
abnormal delay in taking up the question of power supply with the
respective State Electricity Boards, For example on Southern Rail-
way the plant was commissioned in August, 1965 but the correspon-
dence to obtain power from the State Electricity Board was initiated
on 18-6-70 i.e. after about 5 years,

Underutilisation of Sleeper Treatment Plants on the Railways
Audit Paragraph

4.49. Non-durable wooden sleepers are laid in the track only
after proper preservative treatment with creosote and furnace oil of
prescribed mixture. For ensuring adequate treatment of the non-
durable sleepers procured from the State Forest Departments, the
Ministry of Railways (Railway Board) established four sleeper
Treatment Plants on the Northern, North Eastern, North-east Fron-
tier and Southern Railways between 1923 and 1968 at a cost of
Rs. 88.49 lakhs to serve the different regions of the Indian Railways
with a capacity to treat nearly 2 lakh cubic metres or 22 lakh equat-
ed B.G. Sleepers per year.

450. The raw sleepers required for the treatment plants are pro-
cured from the adjacent state forests through the agency of the State
Forest Departments. It is observed that from 196465 (sleeper year)
there has been considerable fall in the offtake of raw sleepers by
the Railways. (Annexure* II(a) to this Report).

451. The quantity of raw sleepers treated and supplied to the
Railways for use in the track by the treatment plants have gone
down correspondingly to about 11 lakh equated B.G. sleepers in
1968-69. The cost of treatment sleepers per cubic metre has risen
from Rs. 47.00 in 1964-65 to Rs. 78.00 in 1968-69.

452. The reduction in the procurement of non-durable sleepers
is attributable directly to the policy of the Ministry of Railways
(Railway Board) to reduce the future use of the treated sleepers
(both broagd gauge and metre gauge) in track. While the wooden
sleepers of durable type are considered as satisfying all the techni-
cal requirements of sleepers and as most suitable for the track, the
non-durable sleepers have been considered by the Railway Board as
very unsatisfactory and as being the most expencive in view of its
short service life in track. Accordingly, the allotment of these types
of sleepers to the Railways have been reduced from year to year i.e.
29.06 lakhs Nos. in 1964-65 to 15 lakh Nos. in 1970-71,

453, In principle, the non-durable sleeper possesses all the
mechanical properties of the durable varieties of wood except that
unlike the naturally decay-resistant varietics, they are liable to decay
due to fungal and insect attack. But the decay could be considerably

®* See Appendix II.

LjJ(D)3L8S-- 10/a)




126

delayed and their service life in track prolonged by resorting to pro-
per preservative treatment with creosote oil mixed with fuel oi]
According to data published earlier by the Railway Board, some of
the non-durable species with a life period of 2 to 7 years when un-
treated, were found to give after treatment, a service life of 13 to 20
years. Investigations carried out at the Forest Research Institute in
Dehra Dun in collaboration with the Railways over a period of vears
have also similarly established the results of treatment.

4.54. In view of this the poor performance of treated sleepers on
the Indian Railways in recent years must by and large be attributed
to unsatisfactory treatment techniques and maintenance practices in

the Railways in India:

(i) Ineffective treatment: The Railway Board prepared and
issued in 1964, a manual for the creosoting of sleepers, in
view of the absence of such a set of instructions till then.
There has been improper treatment due to shortage in
indigenous supply of creosote oil. Although, there was ade-
quate indigenous potential, the present arrangement for
supply has not ensured a regular dependable supply every
year, the actual supplies fluctuating year to year from
4,800 tonnes in one year to 7,400 tonnes in other against
an annual requirement of 8,400 tonnes. Further, pressure
creosoting was hastily done without adequate air season-
ing to the required level of moisture content; inadequate
provision of equipment in the sleeper treatment plants
such as steam traps, condensors and controlling instru-
ments etc., also contributed to poor treatment. The average
absorption of the creosote mixture by the treated sleepers
at the treatment plants especially between 1961-62 and
1964-65 was between 1.8 and 3.5 lbs. against the required
quantity of 7 lbs. per cft.

(ii) The treated sleepers were previously laid in certain sec
tion without bearing plates though instructions regarding
the use of bearing plates on treated sleepers existed from
the beginning.

(iii) Assessment of service life of track sleepers have been
based upon the conditions of individual sleepers. whereas
in view of the individual peculiarities of a natural mate-
rial like wood, assessment of life should be based upon
analysis of life performance of groups of such sleepers.
As a corollary, replacement of wooden sleepers should
generally be undertaken on a casual renewal basis. But
the practice of casual rencwals with new wooden sleepers
have been practically stopped except with second hand

sleepers.

(iv) The practice of beater packing has been injurious to the
treated surface of such sleepers and better maintenance
practices like measured shovel packing have not been
introduced generally. It may be mentioned in this connec-
tion that sych improved practices are unavoidable for the
maintenance of tracks laid with the concrete sleepers also.
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455, The present policy of reduced intake of raw sleepers and
consequent under-utilisation of treatment plants, besides contribut-
ing to higher unit cost of treatment as referred to above has also
other financial implications:

(i) Lower initial cost as would be seen from comparative cost
with fittings (including cost of treatment in the case of
non-durable wood) of the various types of sleepers. (An-
nexure* II(b) of this Report.)

(ii) Annual cost of Service: On the assumption that a properly
treated non-durable sleeper gives nearly as much service
life as a durable sleeper, the average annual cost of service
of the various types of sleepers per track kilometre of
1,600 sleepers compare as in Annexuret II(c) of this
Report.

456. The Ministry of Railways (Railway Board) explained
(August, 1970) that while owing to the need to complete plan pro-
grammes, a large number of non-durable varieties of sleepers had to
be procured and treated with the available creosote, their experience
is that such sleepers have very short service life and that earlier
data must be consjdered outmoded. It may be mentioned in this
connection that in a recent meeting of Sub-Committee of the Central
Board of Forestry (August 1970) in which, the Ministry of Railways
were also represented. the assessment of very short service life of
the treated sleepers made by the Ministry of Railways (Railway
Board) has been disputed by the principal State Forest Officers and
the Forest Research Institute.

457. The Ministry further stated (August, 1970/January 1971)
that undependable and erratic supplies of creosote made the sustain-
ed utilisation of treatment plants as well as the planning and execu-
tion of treatment of sleepers most difficult. Economies in the opera-
tion of the treatment plants by reduction of staff, reduction in shifts.
etc. are stated to be under investigation. The Board further stated
that on the basis of annual cost of service the non-durable sleepers
are very much more expensive than both the C.S.T. 9 and Steel.

4.58. However, as brought out above, given proper treatment
and satisfactory maintenance on the track, the non-durable sleepers
can be made to serve as well as the durable varieties which com-
mand the highest priority in the Ministry's pglicy for procurement
of sleepers. The difference in annual cost of service as between
wooden durable and non-durable treated is not significantly large.
The non-durable sleepers are ranked cven lower than cast iron
sleepers in the Ministry's order of prefercnce for sleepers. At the
same time, it is found by the Ministry that the cast iron sleepers
are unsuitable for the trunk routes and main lines with the present
day speed for broad gauge and metre gauge. With increase in axle
load and traffic densities, wear takes place quicker at the rail seat

"“SeewAppendix II.
1 See Appendix 1V,
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and at rail joints wooden sleepers have to be used to save the raj}
ends from being damaged. It is also to be noted that the lowe;
annual cost of service of durable sleepers and C.L. sleepers is to
significant extent, due to the high scrap value commanded by them
under existing market conditions.
[Paragraph 41, Report of the Comptroller and Auditor Gene.
ral for the year 1969-70 on Railways.]

459. The Committee were informed that Sleeper Treatment
Plants are located at four places as follows:—

Dhilwan (Northern Railway).

Clutterbuckganj (North Eastern Railway).

Naharkatiya (Northeast Frontier Railway).

Olavakkot (Southern Railway).

The plant at Dhilwan was installed in 1923 by the former N.W.
Railway. The plant at Naharkatiya was installed in 1928 by the
erstwhile A-B Railway. A new plant was also installed in Naharka
tiva by the N.F. Railway in 1988. As regards Olavakkot, the plant

was installed in 1957 and the one at Clutterbuckganj was installed
in 1955.

4.60. The Railway Board stated that the actual installed annual
capacity of the plants is not readily available as they were all instal-
led vears ago. However, it is presumed that on the basis of the in.
terior volume of the cylinders at the four plants and taking some
ad hoc figures for time taken for treatment the following figures
appear to have been arrived at on single shift basis:—

EsTiMaTs
A per Az per wooden Slecpers
F.R.L Railway Board
Cts. oft. Cum,
Dhilwan .. . .. .. . 9,66,260  10,93,760 30,075
Naharkatiya . .. o .. 5,00,250 5,00,000 14,160
Olavakkot .. . . . 7,40,0825 8,25,000 7,700

Clutterbuckgunj .. o .. . 21,837,600  21,87,600 61,960

Statement showing year-wise planned and actual capacities of the
four Railway Sleeper Treatment Plants

Year Dhilwan  (lutterbuck. Olavakkot  Naharkatiya
(N. Rly.) ganj (8. Rly.) (N.F. Rly.)
Cum. (N.E. Rly.) Cum, Cum.
Cum.
1964-65—
Planned . . .. 50,396 67,960 35,673 24,063
Actual e . o 40,029 64,222 30,747 23,728
Peroentage Utilization . .. 80 9444 R6:19 oK
1965-66—~-
Planned . . .. 40,242 07,960 35,673 23,783
Actual .. ‘. e 39,427 48,352 28,373 24,682

Poroontage Utilization .. .. 8528 71-15 7054 108-6

— p—
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Year Dhilwan Clutterbuck- Olavakkot Naharkatiya
(N. Rly.) ]%nnj (8. Rly.) (N.F.RIly.)
Cum. (N.E.Rly) Cum. Cum.
Cum,
1966-67—
Planned .. e . 33,921 67,960 38,674 23,783
Actual RN . - 30,597 34,413 25,954 23,783
Poroentage Utilization .. 90-47 o0 64 6711 100
1967-68—
Planned .. .. .. 34,811 687,960 38,874 23,783
Aotual vees .. .. 33,360 32,600 11,928 24,843
Poroentage Utilization .. .. 9065 47-97 30- 84 10488
1968-69—
Planned . N .. 24,751 67,960 38,674 29,733
Actual e .. .. 21,986 29,0687 20,852 26,306
Percentage Utilization .. .. 8883 42-77 53-92 88:47
1969.70—
Planned . . .. 24,751 67,960 25,222 33,751
Aoctual .. .. e 23,872 27,933 22,007 37,854
Poreontage Utilization .. 96-43 41-11 87-26 111-75

461. From the information made available to the Committee it
is seen that the combined capacitv of the four plants previously
fixed at 2 lakh cu. metres was revised to 1.52 lakh cu. metres in 1971.
During evidence the Committee enquired how the figure of instal-
led capacity was revised. The Chairman, Railway Board deposed:
“This 2 lakh was fixed in relation to the absorption of creosote and
the time required for each operation according to the practice fol-
lowed earlier. Later, we changed the proportion of creosote and
fuel oil, and also the time of the operation has been increased so
that the absorption has been stepped from 5 pounds to 7 pounds.
This required more time and to that extent the capacity came
down.”

He added: “Installed capacity depends upon the number of
operations that can be done in one shift. If the time of operation
is increased duc to necessity of having more creosote absorbed. the
capacity will come down.”

462. As regards the revised assessment of the capacity, the
witness stated: “The assessment was in relation to the practice
that was followed originallv to the practice that was followed ori-
ginally at Dhilwan (N.W. Railway) and subsequently at Naharka-
tiya (A.B. Railway) and on that basis the installed capacity was
laid down. After going into the practice followed elsewhere the
absorption rate and altering the proportion of the mixture it was
found that each operation required more time: number of operations
per shift came down and that is why the installed capacitv has
been shown as having come down.”
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463. When the Committee draw attention to the reply given by
the Railway Board to the effect that the actual installed annual
capacity of the plants was not readily available, the Chairman, Rail-
way Board replied: “In the earlier vears, the sleeper plants were
operated by the railways and there was hardly any central direc-
tion particularly in the technical field at the Board level. It is only
for the last 8 vears that we had a proper timber officer appointed.
He went into the various things the techniques and a standard
manual was cvolved. On that basis, we have laid down certain pro-
cedures which are being enforced today.” e continued: “You wanted
to know the installed and that figure is 2 lakhs. This capacity can
be considered as the figurc accepted at that time. But subsequent
to that, we have had more education in this matter, we have studied
this matter in greater depth and we found that the practical capa-
city can be considered to be only about one and a half lakhs.”

464. In reply to another question, the witness stated: “Sir, as
far as the original capacity was concerned, it was fixed on the
interior volume of the shell, the volume of timber that could be
put in each charge, the perind of cach charge under pressure and
the number of such opcrations that could be done in one vear
worked out on the basis of reasonable experience.”

4.65. During the course of evidence, the Committee were inform-
ed that in 1970-71 when the capacity of the plants was revised from
2 {o 15 lakhs. it was done because of a change in the period of the
treatment of the sleepers. The period of the treatment was enhanced
“to permit a greater absorption of creosote mixture.” As to why
this change was brought about was explained by the Chairman,
Railway Board as under:

“It was considered after a study that the life of the treated tim-
ber would improve by having greater absorption of the creosote
mixture and also by changing the proportion of creosote and fuel
oil in the mixture.”

466. A representative of the Forest Research Institute, Dehra
Dun, however, informed the Committee that there was a preseribed
limit to which the slcepers should be treated with the creosote mix-
ture and it was not necessary to give different does for different
kinds of timber. In this connectlion he also added: “We have got a
code of practice for preservation of timber and we have given only
one absorption for all these and not two different absorptions.”

4.67. Referring to the statement (in para 460 above) showing
the planned and actual capacities of the four plants, the Committee
pointed out that the actual utilisation has consistently come down
as shown below:

1004.65 . .. .. . . .+ 1-58 Lakhcum,

1965.66 . . . . , L4 "
1966.67 . .. » . . S T8 T: T
196764 . .. . . . N O 2.
1968.69 . .. . . .. .. 0P8,

1969.70 .. . .. .. . .o 112 m
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4.68. In reply to a question, the Chairman, Railway Board stated
that due to short life of the treated non-durable sleepers as also
their unsatisfactory performance, the Railway Board have been as
a matter of deliberate policy reducing the use of treated timber
for sleepers. At page 4 of ‘Sleeper for B.G. Track—Policy and Pro-
gramme for procurement’ the Railway Board have stated:

“Taking the various aspects into consideration, the order of pre-
ference for sleepers would be as indicated below:—

(i) Wooden sleepers—durable tvpes, with elastic fastenings.
(ii) Concrete sleepers.

(iii) Steel sleepers, with elastic fastenings.

(iv) Cast iron sleepers.

(v) Wooden sleepers—non-durable types.”

4,69, The Committee enquired whether views of all the Zonal
Railways were obtained prior to deciding on the order of preference
for sleepers relegating the non-durable wooden sleepers to the last
and whether the views of independent experts at the All India
level were obtained in this connection. In a written note, the Rail-
way Board have stated: “No specific views of Zonal Railways were
obtained prior to deciding on the order of preference of sleepers
but the experience of the Railways regarding the life and main-
tainability of different types of sleepers were available with the
Board.

4.70. As no experts at the all India level on track matters are
available outside the Railwavs, the question did not arised. No
specific field trials on the same route with different tvpes of slee-
pers were conducted and the decision was taken with the overall
oxperience available with the Railway.”

4.71. Giving reasons for the lesser utilisation of the plants, the
Chairman, Railway Board stated during evidence: “The present
practice that is followed for maintenance of track. packing the
sleepers with beaters and using non-elastic fastenings have given us
a comparatively poor life for these treated sleepers. We have to take
account of the fact that we are having heavier traffic and diesel
locomotives running over most of the sections. The safety factor
and improvement of line capacity have to be kept in view. In view
of this, we have decided to reduce the intake of non-durable species
selectively to a small number of species and put in more and more
elastic fastenings and improve our track which will eliminate the
possibility of physical damage to sleepers which at present takes
place due to beater packing. We may thereafter be able to improve
the intake of the non-durable sleepers for treatment.” He added:
“This life of the hardwood slecper is 13-14 vears, of the non-durable
type about 11-12 years. This is according to our normal concept. The
figures given by the Chicf Engineers on various Railways show that
the l’i'fe they have obtained is not even this much for treated slee-
pers,

4.72. It was pointed out that in foreign countries the non-dur-
able sleepers after treatment gave good service for a long time.
Asked as to the reasons for this, the witness replied: “Conditions



132

in foreign countries are very different. The species used, climate
fittings, methods of maintenance of track etc., are very different. So
it would not be correct to compare the two. Treated sleepers give
them 20—25 years; hardwood sleepers last 30 years. We get in our
country less than half of that.”

4.73. As regards the service life of the durable and the non-
durable timber sleeper, the representative of the Forest Research
Institute, Dehra Dun informed the Committee as under:

“Timber is of two types. One is the durable type and the other is
the non-durable type. Some of the non-durable types have the re-
quisite strength and not durability. The only reason for the lack of
durability is, that they are attacked by fungus and termite. This,
we are setting right after giving them preservative treatment in
which we are incorporating some toxic .chemicals which reduce the
attack. Non-durable timber, after preservative treatment, should
give as much service as durable timber without preservative treat-
ment.

4.74. The witness further added: “These railway sleepers, after
treatment, do not decay or are not subject to insect attack. They are
rejected mostly on the basis of mechanical defects. We are conduct-
ing some experiments on the railways for the last several years
and we find that out of 10 to 25 per cent sleepers rejected, none of
them have been rejected on account of attack; it may be on account
of fire or mechanical defects.”

4.75. In reply to a question, the Chairman, Railway Board stated
in evidence: “The service life of the sleepers laid on the field is ob-
served by the people who are in charge of maintenance of the per-
manen{ way at various levels, starting from the Assistant Perma-
nent Way Inspector right up to the Chief Engineer and when we
lay any species in the field, whether durable or non-durable, we
get from them their comments in regard to the service life of it
through special letters as well as through their proposals for re-
sleeping which are brought up annualy for approval to the Board.
It was on the basis of a number of discussion and conferences held
with the Chief Engineers that it was decided that certain species
like fir, mango etc., must not be accepted. These timbers have got
less of mechanical strength, and they were not able to hold the
gauge as well as we would like it to be held on the main line where
heavy traffic and high speed have to be faced. The number of sleeper
being reduced, naturally the number of non-durable species available
for treatment also became reduced. I do not say that we will not be
able to take in more non-durable species gradually once our method
of maintenance has been perfected so that beater packing is eliminated
and we put flexible fastenings which will reduce the pulling effect
in the fastenings from the sleepers which tends to make it logse.
Once it becomes loose, we cannot have another hole made in it in
the case of non-durable species for main line use. whereas in the
case of durable species we can make fresh holes at least three times
before we take them out to the loop line or a vard,”
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4.76. In regard to the policy of procurement of wooden sleepers,
the Chairman, Railway Board stated: “We have specific policy for
procurement of wooden sleepers. We have to consider what our ex-
perience is with regard to these sleepers because ultimately the res-
ponsibility for controlling safety is that of the railways. We cannot
involve any other expert body for the purpose of decision-making,
though they can be consulted”. He also added: “Thes¢ non-durable
species are not suitable for trunk routes where welded rails are
used. The performance of these sleepers on such track has not been
good and we have decided that these may be utilised only in areas
where there is not much of a high speed and where heavy traffic
is not to be faced, where long-welded rails are not used.”

477. So far as the use of durable sleepers was concerned, the
witness stated: “Sir, as far as durable species are concerned, we
would be happy to take them.

I would submit, Sir, that in America, the sleeper that is used
is much thicker, the number of sleepers is much more and they
are using heavier track structure and all their wagons are bogie
ones and there is more stability and less possibility of derailment.
Qur conditions are not the same but due to the inherent advantage
of durable sleepers, we would be very happy to take them if they
are available.”

4.78. The Committee desired to know whether before adopt-
ing the sleeper procurement policy the shortage of durable species
of sleepers was considered. In reply. the Chairman, Railway Board
stated: “Definitely, Sir. The shortage of durable species in this
country is a long problem. Before the last war, it was not so acute,
because there was not much of a demand in the non-railway spheres,
but since then there has been a lot of development and the demand
in the non-railway spheres has gone up and we are not able to get
the same in sufficient guantity.” He continued: “We took into con-
sideration the cost of service for each type of sleeper and we tried
to take what is more economical. Where the safetv is likelvy to be
endangered, we cannot go for that even if it is a little cheaper.”

4.79. The Committee called for information as to how the
treated wooden sleepers were considered as the most uneconomical
and the costliest. In this connection, the Railway Board have stated:
“The annual cost of service of different types of sleepers (excluding
cost of maintenance) appearing in the annexure II of the Audit
Para are as follows:—

B¢ MG

Rs, Rs.
() Wooden non-durable . ' . .. 7.992 4,374
(i5) Wooden durnble .. . .. .. . 7,684 3,718
{1#) CST.9 . . . .. .. 6,066 3,920
{iv) Bteel o . .. . . 7.786
(v) Concrete—
monoblook .. o .. .. . 10,335

2 block . . .. o . 11,081
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In assessing that wooden non-durable sleepers are least econo-
mical, comparison of items (i) to (iv) only has been taken into
account as 'gxese are fitted with conventional fastenings, Figures for
concrete sleepers are not taken into account as these are fitted with
elastic fastenings which provide improved track structure and bestow
further economic advantages on account of lesser maintenance of
track, rolling stock and reduction in traction cost (fuel consumption).
The latest cost of these four tvpes of sleepers have also been given.
These are:—

]1{? MG
. Ra.
(i) Wooden non-durable .. . o . . 0,219 5,622
{¥%i) Wooden durable R . . .. .. 6,484 3,604
{s¢é¢) CST-9 . . . . . 8,873 5,361
(§v) Steel . . . .. . Q538 .

It would again be seen that the wooden non-durable sleepers is
relatively least economical as per this comparison also.”

4.80. During evidence the Committee drew attention to the
fact that in the report entitled “Pressure Treatment of Wooden
Sleepers with creosote” by Mr. M. D. Chaturvedi, Timber Adviser,
Railway Board, which was published in 1958, it was stated that the
minimum life of untreated sleeper was 14 vears and after treatment
it goes to 20 years. Similarly in another report on ‘Pressure Treat-
ment of Wooden Sleepers with creosote’ published by the Railway
Board with a forward by the then Chairman. Railway Board, it was
argued that even in Europe and U.S.A., though thev have got the
facilities to go in for other sophisticated sleepers, wooden sleepers
were still being used because of their many sided advantages. Giv-
ing his reaction to these reports, the Chairman, Railway Board de-
posed during evidence: “These two Reports were written on the
basis of experience and evidence before 1964. At that time, we did
not run the traffic to the extent that we are doing today. We did not
have the diesel locomotives nor did we have the electrification. And
our trunk routes were not receiving the punishment on the track
to the extent thev are receiving today. As far as the American prac-
tice is concerned, there is plenty of timber available there and be-
cause timber sleeper is cheaper than concrete, they wanted to have
reduced investment. And the American Railways have not gone in for
concrete sleepers at all. But Europe has gone in for concrete in a
very big way despite the fact that timber is available in plenty. There
are advantages which the concrete sleepers have over wood in giving
a stable track. Where the concrete sleepers are used. and once they
get the bed. they are not easily disturbed. Thev give stabllity which
is very good for high speeds and heavy loads. And we can get good
service out of wood, if they are of durable tyne. But if it is a non-
durable one, under faster traffic and high sp~eds. it is not considered
desirable. This has been done on the basis of experience over the past
5 and 6 vears. And all the Chief Engincers were unanimous in regard
to this. They said that it would not be safe to have these on main
lines beyond a few years. For the first five vears. it may be good but
after that, the maintenance will be verv difficult,”
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4.81. In reply to another question, the witness remarked: “We
have taken into consideration the fact that some of the opinions that
are given outside are influenced by the opinion of the State Forest
Departments and the Stale Forest Departments have always been
pressing us to take more non-durable sleepers. Actually, they have
been making a condition that for every durable piece supplied to us,
we must take some non-durable sleepers proportionately. Since the
States were the people who had the expertise and the opinion that
would be given, would be taking into consideration the opinion and
needs of the suppliers rather than the needs of the users, we had to be
a little cautious in this respect. I can give you examples in this con-
nection. There are metallurgists in the steel plants. We sometimes
have difference of opinion with them; we are not able to agree with
them in many matters. Sometimes they ask us for relaxation and they
give some explanations for this, but we have to be little cautious be-
cause the opinion given by them is influenced by the fact that they
are on the side of the suppliers.”

4.82. As regards the use of wooden sleepers on the Indian Rail-
ways, the Inspector General of Forests informed the Committee as
under: “In 1962, the Deputy Railway Minister, Mr. Shahnawaz Khan,
himself asked us to make a special effort to produce railway sleepers
and he said that we must make use of the wooden sleepers for this
and we started a Sub-Committee for fixation of prices against the
wishes of all those States and we forced them to come an agreeable
price for all those sleepers in the country. In fact, our Management
plan has also been based for the production of railway sleepers be-
cause we have becen supplying lakh of sleepers to the railways. The
railways were prepared to take any number of sleepers at that time
and we held meetings of sub-committee from time to time. But later
on, the railways changed their mind about non-durable sleepers. For
the non-durable sleepers they say that the life is very much less: as
read out by the Chairman from the publication itself, the life has
already been given after some experience and the data show round
about 15 to 16 yecars in these cases too. So, the position is that the
railways still want durable sleepers because of the fact that they do
not need any treatment. But I submit to the Committee that durable
sleeper timbers are very few in the country. If we do not take non-
durable sleepers, we shall certainly e reducing the number of slee-
pers required for our use because sal, and some other varieties, for
example, are some of the durable timbers in which the quantities
are limited, and they cannot be completelv supplied all the time. So,
I may submit that non-durable timbers would have to play an impor-
tant role and that is where the preservative treatment comes into
play. It has been the policy of the department to brinF many of the
secondary species into use for various purposes not only for sleepers
but even for building construction, by giving preservative treatment,
s0 that we can increase their life twice, thrice or even ten times as
the case may be, dependent on the doses of the preservatives that
are used.

We have also been in collaboration with the railways since 1911
by conducting a large number of tests. We have prepared a list of
the various tests on the species. 1If the Committee would like, I can
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supply the list, but we have supplied it already as to what these re-
sults are for the various species. We are prepared to work again and
we want to co-operate with the railways in finding out more and more
uses of the non-durable timbers, so that we can have a better utilisa-
tion and greater up take of the timbers which are not being used at
the moment.

I would like to say also that as regards Dhilwan plant, which has
been discussed very much, that plant has been treating coniferous
timber which is got from the Himalayas. I am subject to correction
here. Coniferous timber has been mostly treated in the Dhilwan plant
as for example, chir, spruce, etc. Deodar does not need treatment
because deodar oil has got very good properties, and so is kail. We
have been supplying to the railways in the past chir, fir, spruce and
kail sleepers. But last time. they said they would not like to take fir
and spruce sleepers although according to our experts, with a little
modification and penetration, even these could be improved for the
purpose of sleepers, and preservative treatment could give them
durability and it has been worked out in the past. That has put some
of the departments in a tight corner, because suddenly a big demand
is going out of the market. We try to negotiate with the railways in
order that they could take these slecpers. If some treatment can be
given and some improvement in the incision methods is made, more
of these sleepers could be taken by them.” :

4.83. The Committee desired to know since when were the wooden
sleepers being treated and laid in tract and how it was ensured that
sleepers were properly treated. In a written note. the Railway Board
have stated:

“In India, the first commercial scale creosoting plant was estab-
lished in 1923 at Dhilwan on the erstwhile N.W. Railway. It may
therefore be surmised that treated sleepers are being used from about
that time. Before comprehensive instructions as laid down in the
‘Manual of Instructions for the Practice of Creosoting' were issued
in 1964, the treatment at the Railway plants was mainly guided on
the basis of instructions on the subject as contained in Chapter 8 of
the Railway Board's publication ‘Wooden Sleepers’. Prior to this
treatment appears to have been given under instructions of local
authority.”

4.84. Giving details of the treatment of sleepers, the Chairman,
Railway Board stated in evidence: “We require creosote and fuel
uil for making up the mixtire required for treatment. Previously,
we were using 409 creosote and 60'¢ fuel oil but a few years ago
we changed over to 507 creosote and 50 fuel oil. The method of
treatment now adopted, which takes in about 7 lbs. of the mixture,
is considered quite satisfactory in the light of the knowledge we
have got and the experience we have gained.”

4.85. The Committee desired to know the steps taken by the
Railwav to ensure supply of crecsote oil at the time of commission-
ing of the treatment plants and thereafter. The Railway Board have



137

furnished the following note on the subject:

“Information on steps taken at the time of commissioning of
Sieeper Treatment Plants to ensure the necessary supplies of creo-
sote oil for the plants is not readily available, as the plants were all
commissioned a long time back since 1923 and 1928. The supply of
creosote oil is an item which has to be tapped through the DGS&D.
In the past i.e. before indigenous supplies were made available, it
appears that even imports were undertaken by the Indian Stores
Department/DGS & D. With the Steel Plants of H.S.L. going into
production, it appears that there was no doubt that the crude tar
coming out of the coke ovens as a by-product would release ab-
undant supplies of creosote for utilisation as a wood preservative, at
reasonable price, The Ministry of Railways made references to the
DGS & D and the Ministry of Steel in 1967 since the supplies gradu-
ally started coming down from the neighbourhood of 7,000 tpnnes
to about 4,000 to 5,000 tonnes. During 1963-64, efforts were made to
¢ensure a supply of 700 tonnes per month. It was anticipated that
indigenous production of creosote would be about 10,200 tonnes
annually, of which at least 8,400 tonnes would be earmarked to the
Railways, the balance being allotted to the Defence and other small
indentors. The three major organizations producing creosote were
actually expected to produce as follows:—

Source Supplies per month

Mis 11 8.1, .. . . .. .. 500 tonnes
M8y Conl Tar Distiltlers . . .. . . 200 tonnes
M8, Durzapur Projects . . .. . . 150 tonnes

830 tonnes per
month or
10200
tounes an-
nually,
Of the above, 700 tonnes per month at least were to be earmarked
for the Railways. The details of requirements of creosote on the basis
of planned capacity and actual supplies of creosote oil vear by year
from 1964-65 to 1969-70 are furnished as follows: —

Yoar Manned Creosote Crensote

capacity required actually

supplied

lakh cft. Tonnes Tonnes

106 G5 .. . . .. 6290 10,000 7,386
F65-66 .. . .. .. 59- 33 0,440 7.1i8
11Mi6 67 .. . .. .. HR 04 09,234 4,897
196708 . .. .. .. 39 06 09.396 5,008
1068659 .. . - .. GUIRLY 9,053 6,214
196870 .. . .. . 53- 65 8,53 5,815

4.86. To a question whether the Railway Board were satisfied
with the technique of maintenance the witness replied: “As far as
the methods of maintenance are concerned we have been following
the methods of maintenance which the Indian Railways have been
following ever since they were laid, for the past 120 years. This
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is heavily labour oriented and it involves working in the open—sun
rain and so on—and digging deep 1o give a firm basis for the sleepers,
This does not become satisfactory under new conditions when we
have greater loads and frequent services, and short interval between
two trains in the section, which does not give adequate working
time, We are bringing a change over to new techniques which do not
require beater packing. For example, the measure shovel packing is
one system which does not require beater packing to be done., We
are extending this gradually in step with the expanding traffic. But
we have to take into consideration its effect on our labour also,
There may be a reduction in employment potential by our extend-
ing this too fast. Our programme is to do this for wooden sleepers
all over the country gradually and also to use elastic fastenings
which will not loosen the spike in the sleeper—as it is happening
at present.”

4.87. Asked whether there was no scope for improvement in the
treatment method, the Chairman, Railway Board replied: *“The treat-
ment method we have adopted is the best known to us today and
there is always scope for improvement and we are willing to change.
(Now we have changed from old to newer methods and we may
change over to stil] newer ones.”

4.68. The Committee enquired if there was an improvement in
the method of treatment, will the Railway Board be willing to use
more non-durable sleepers. In this connection, the Chairman, Rail-
way Board stated: “We shall definitely try to observe the perfor-
mance of the non-durable sleepers under these conditions and if they
give us a longer life, we will consider using them because, after all,
they are produced in our own countiy.”

4.89. Later on the Committee were informed that the Railway
Board have set vp a Committee under the chairmanship of Director
Standards (Civil) R.D.S.O. to go intu the entire question. The terms
of reference of the Committee inter alia provide:

“The Committee will go through the entire policy regarding use
of treated wooden sleepers; examine the use of different species of
timber as wooden sleepers: considering their strength properties,
durability. scasoning bchaviour, treatability and such other tech-
nical characteristics under present conditions obtaining on the Indian
Railways, and suggest any improvements in the treatment technique
as may be considered nccessary.

490, The Committee will also examine the treatment capacity
available and fix up the single and double shift capacity of the in-
dividural railway creosoting plants for the various species chosen as
acceptable, indicating the associated processes of treatment and
schedules to be adopted.”

491. The Committee note that as a matter of deliberate policy
the Railways have been gradually reducing the use of non-durable
wooden sleepers. This has resulted in a lesser off take of raw sleepers
by the Railways from the available sources such as state forests and
consequently ihe four sleeper treatment plants of the Railways estab-
lished at a cost of Rs. 88.49 lakhs are not being utilised to the maxi-
mum extent possible. Because of under-utilisation of the plants the
cost of treatment of sleepers per cubic metre has risen from Rs. 47.00
in 1964-65 to Rs. 78.00 in 1968-69. ‘
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492, According to the Railway Board whereas the wooden
sleepers of durable type are considered as satisfying all the technical
requirements of sleepers and as mos{ suitable for the track, the
non-durable sleepers do not give satisfactory service and are com-
paratively expensive because of their short life. The assessment of
ghort service life of treated sleepers made by the Railway Board
has been disputed by the principal State Forest Officers and the
Forest Research Institute

4.93. During evidence the Committee were apprised that because
of bettéer maintenance technique followed and differences in con-
ditions in foreign countries the non-durable sleepers after treat-
ment gave good service for long time. It was also brought to the
netice of the Committee by the Inspector General of Forests, Gov-
ernment of India that because of the policy of Railway Board the
State Forests were facing a shrinkage in the demand of non-durable
wooden sleepers.

4.94. In view of the above the Committee feel that there is need
for reappraisal of the Railways' policy in regard fo use of non-du-
rable wooden sleepers. The Committee are informed that the Rail-
way Board have set up an expert Committee to go into the entire
question. The Committee hope that a suitable policy will be evolv-
ed as a result of the Expert Committee’s deliberations. They would
like to be apprised of the decisions taken in due course.

LiJ{D)8LYY-wl ]



CHAPTER V

OTHER TOPICS
Metropolitan Transport Projects—Calcutta and Bombay

Audit Paragraph

5.1. During the year under report the Railways have undertaken
the following three surveys in connection with the improvement of
metropolitan transport and to provide mass rapid transit system to
the computers of Calcutta and Bombay cities at an estimated cost of
Rs. 20.00 lakhs:—

Particulars of Surveys {Amount in
lakhs)
1. Peasibility and economic studies for a third terminal station at Rallard Estate,
Bombay City for the Metropolitan Transport, Central Railway . .. 400
2. Final location survey and preparation of project report and detailed estimates
for the suburban dispersal line from Dum Dum to I'rincep Ghat for Motropo-

litan Transport, Kastern Railway .. . .. o 15 00
8. Techno-economic feasibility for massrapid transit system including underground
Railways in Caleutta City for Metropolitan Transport, Fastern Railway .. 1w
Torar o 20 00

5.2. It was stated in the “Works Machinery and Rolling Stock
Programme for 1969-70¢ (Part I-Summary)” presented to Parliament
with the Budget for 1969-70 that Railways had most of the technical
know-how and expertise required for the investigation, preparation
of project reports and execution of such projects and consequently
the feasibility studies in this connection as well as the execution of
such projects but that the funds required for these projects had to
be made available to them outside the normal capital allocation to
the Railways and the Railway finances did not have to bear these
costs. The Railway Board have subsequently explained to Audit that
this had meant so far only that a specific allotment of provision for
the Fourth Plan expenditure was made to the Railways by the
Planning Commission in respect of stch expenditure and that the
question of dividend liability and other matters regarding Railways'
financia] liability for the construction and operation of Metropolitan
Transport Service was still under discussion with the Planning Com-
mission and the Ministry of Finance. It may also be mentioned that
in departure from the normal procedure as prescribed in the codes
according to which expenditure on surveys is treated as ‘Miscellan-
eous Expenditure’ (thereby affecting also the surplus or deficit posi-
tion of Railways’ finances in that year) and is capitalised anly if the
scrvey is followed by actual execution of the project, the expenditure
f’“ éﬂetm{)olitan Transport Project survey has been directly debited
to Capital.

[Paragraph 10, Report of the Comptroller and Auditor Gene-
ral for the year 1968-70 on Railways.]
140
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5.3. The Committee enquired why a deviation had been made
from the normal procedure by debiting the expenditure on surveys in
connection with the Metropolitan Transport Projects to Capital Ac-
count imstead of treating it as ‘Miscellaneous Expenditure’. The Fin-
ancial Commissioner for Railways stated in reply: “The question of
the Railways undertaking projects in respect of Metropolitan Trans-
port was under discussion by the Planning Commission. It was argu-
ed by the Railways that the metropolitan transport was a losing pro-
position in most cities and they should be subsidised by either the
Municipality or the State Government or the Federation or by a
combination of all these three. The Planning Commission and this
Ministry were not able to come to a decision straightaway. They
said when you take up the projects and the Project Report is avail-
able, we will decide as to what should be the financial arrangements.
So it was agreed that we should maintain separate accounts. So we
have kept all the accounts separate. We felt that accounts for the
survey work associated with the projects should also be kept sepa-
rately. The question of financing it is also before the Railway Con-
vention Committee. They will probably be considering this matter
also."”

5.4. In reply to a question, the Financial Commissioner for Rail-
ways clarified that the Railways were functioning only as agents in
so far as the Metropolitan Transport Project was concerned and the
expenditure incurred in connection therewith was not being debited
to Railways’ Capital Account but was being kept separately. Asked
whether the expenditure was being debited to a National Railway
Capital, the witness stated: “Yes, we have calculated dividend on
this amount. As in 1970-71 we spent Rs. 58 lakhs and in the adjust-
ment of dividend we have not paid dividend on this 58 lakhs.”

5.5. As regards the present position of the Metropolitan Trans-
port Project, the Financial Commissioner for Railways explained:
“The present position is that in April 1971 the Planning Commission
decided that the suburban dispersal line for Calcutta should be drop-
ped and that the officer should submit the project report by October
1971. We have received the project report and are examining it, We
are also to get some Russian experts to give technical assistance.
Unfortunately, there has been delav. They are expected in the last
in the 1st week of November and after they visit the cities of
Madras, Bombay and Delhi they will start a study. They have ap-
pointed an officer and they are making detailed studies.”

5.6. He further added: “Actually, our own people make all these
detailed studies and the Russain exverts come onlv fpr particular
fields. They agreed with our experts that the underground line would
be the most feasible solution because the suburban dispersal line
was satisfying only a small percentage of the inter-city traftic. They
have accepted all our reasons and the Planning Commission has
also accepted them and have dropped the suburban dispersal line
project. They have asked us to give a detailed project report for this
project and we have to examine all these things, including financial
implications, and submit it to the Planning Commission.”
LIJ(D)sLBS—11(s) .
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5.7. In a written note furnished at the instance of the Committee
the Railway Board have stated: “A Soviet Team of 5 Technical Con-
sultants assisted Metropolitan Transport Project (Railways) Organi-
sation, Calcutta from the middle of November 1970 to middle of
January 1971 in conducting surveys and studies of the Metropolitan
Railway Transport Project there. The Team submitted their Report
by the middle of January 1971 to the Ministry of Railways. They
strongly recommended construction of an underground Railway of
16.5 hms length from Dum-Dum in the north to Tollygunge in the
south at an estimated cost of Rs. 120 crores. The Team did not favour
the construction of Suburban Dispersal Line ............... The Team
opined that vnderground system would take 5 to 7 years for con-
struction against 5 years required for Suburban Dispersal Line (SDL)
at an estimated cost of Rs. 44 crores.

5.8. The above recommendations of the Soviet Team were con-
sidered first by the Railway Board and then amongst the representa.
tives of the Planning Commission, Ministry of Railways and Min-
istry of Finance in a meeting held on 19-4-71 when the following
conclusions were reached: —

(a) As proposed by the Railway Board, the proposal for SDL
may be dropped.

(b) The Railways will commence construction of the Dum-
Dum-Tollvgunge rapid transit system after a Project Re-
port had been prepared giving the necessary data regard-
ing subsoil conditions and economics of the Project. The
Railways agreed to submit the Report by October, 1971,

{c) A view on the question whether and to what extent it was
necessary for Government to give subsidy on the system
would be considered after the Project Report had been
prepared and financial implications and economics of the
proposals have been analysed.

5.9. Consequent to the above decisions, the M.T.P. (Railways)
compiled a Project Report and submitted the same to the Planning
Commission in January 1972 after giving careful consideration and
also after taking advantage of the benefit of advice of the Second
Team of 7 Soviet Consultants who remained here from middle of
November 1971 to end of January 1972. The Report had established
the technical feasibility of the proposed underground Railway at
an estimated cost of Rs. 140.00 crcres with a foreign exchange ele-
ment of Rs. 23.7 crores. It was also established that it would take
about 7 years for completion and the Project would not be financially
viable. The extent of subsidy required would depend upon fixation
of fare structure. With 20 paise ard 30 paise fare/journey subsidy
would be Rs. 6.8 crores and Rs. (.98 crores respectively.

5.10. The Project Repourt was considered in an inter-Ministerial
meeting amongst the representatives of the Ministry of Railways.
Planning Commission and the Ministry of Finance and Ministry of
Shipping and Transport held in January 1972 when the Project Re-
port was accepted and it was decided to approach the Cabinet for
final approval of this Project. Case is being processed for approval
zf the Cabinet after which the Government's decision will be

nown."”
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5.11. The Committee note that during 1970-71 the Railways spent
Rs. 58 lakhs on various projects connected with metropolitan trans-
port. The Committee desire that a decision should soon be taken in
consiltation with Audit, if necessary, as to how the expenditure in
connection with the Metropolitan Transport Projects is to be shown
in the fina] accounts of the Railways concerned.

5.12. The Committee attach great importance to development of
adequate transport facilities in metropolitan areas and would like
Government to give highest priority to drawing up and implement-
ing integrated plans for meeting the transport requirements of com-
mon man in these densely populated areas.

Western Railway—Loss of revenue owing to unnecessary continuance
of special concessional rate allowed to a firm

Audit Paragraph

5.13. A cement manufacturing company had been allowed a spe-
cial concessional station to station rate since February, 1954, for the
transport of limestone from Rawanjna Dungar to Sawai Madhopur.
The rate had been revised from time to time, consistent with
changes in freight rates in gencral, but continued to be below the
normal tariff rates. In May, 1965, the Western Railway Administra-
tion recommended to the Ministry of Railways (Railway Board) that
the then existing rate of Rs. 4.50 per tonne should be reduced fur-
ther to Rs. 4.30 per tonne. The main considerations for this recom-
mendation were (1) the alternative modes of transport such as
ropeway which the firm was considering, (2) the anticipated increase
in earnings likely to be realised {rom the increased lime-stone
traffic consequent on the firm’s projected expansion programme, and
(3) also the demand of the firm to levy freight rate on the basis of
the actual distance of 16 Kms. over which traffic was being carried
instead of on the basis of th¢ minimum distance of charge of 40
Kms. The Ministry of Railwavs (Railway Board) did not agree to
the proposed reduction and advised the Railway accordingly, in
November, 1966, However. in August, 1967, Ministry of Railways
(Railway Board), on a representation from the firm made in Octo-
her, 1966, decided to reduce the special rate from Rs. 450 to Rs. 4.30
por tonne (as had been recommended by the Local Administration
carlier in May, 1965) with effect from 1st September, 1967. The main
considerations for this were that the levy of freight for a minimum
distance of 40 Kms. as against the actual distance of 16 Kms. had
oncrated very adversely on this particular cement factorv, that the
firm apprared to be seriously considering adoption of alternative
means of traffic like ropewav etc that the terminal operations per-
formed were minimal in view of block rake movements, and that as
the traffic was exnected to @o up from 115 lakh tonnes to 13 lakh
tonnes per annum. a reduction of freight from Rs. 450 to Rs. 4.30
nor tonne would keep the total freight earnings intact. On receipt
of th~ formal orders to this effect, the Western Railway Administra-
tion wrote back to the Railway Board that the circumstances under
whirh the Railwav had earlier madce the recommendation for reduc-
tion in rate, in May, 1965. had thercafter altered. The Railwav Board
‘nformed the Western Railwnav Administration that  the decision
taken by the Railway Board was independent of the earlier recom-
mendations of the Western Railwav Administration and that the



144

manner in which the circumstances had since altered, should be
made known to the Board. This was followed by protracted oorres-
pondence between the Ministry of Railways (Railway Board) and
the Western Railway Administration. The Railway Administration
explained inter alia that the projected expansion programme of the
firm, which was one of the main considerations on which the reduc-
tion in freight was recommended, had not materialised at all, and
that there was little likelihood of the firm resorting to ropeway, as
the cost involved was prohibitive. Besides, the enquiry made from
the local revenue authorities also revealed that the firm had not ap-
proached them for the acquisition of land needed for the construction
of ropeway, and even if they approached now, the process of acquisi-
tion of land would take three to four years.

5.14. The Ministry of Railways (Railway Board) finally decided
in June, 1970, to revise the special rate to Rs. 500 per tonne (the
original rate of Rs. 4.50 in force, in 1965, plus supplementary charges
at 9 per cent levied subsequently and merged in freight rates with
effect from 1st April, 1970 yielding, Rs. 4.91 or Rs. 5.00 when round-
ed off). The revised rate was enforced from 1st July, 1970. The spe-
cial concessional rate of Rs. 4.30 per tonne levied during the period
from September, 1967 to June, 1970 but withdrawn thereafter, had
resulted in loss of revenue to the extent of Rs. 5.85 lakhs.

[Paragraph 36, Report of the Comptroller and Auditor
General for the year 1969-70 on Railways.)

5.15. During evidence the Committee enquired about the cir-
cumstances under which the proposal made by the Western Rail-
way in May. 1965 for the further reduction in the then existing con-
cesisonal rate for the firm was rejected in the first instance but was
agreed to later on. The representative of the Railway Board depos-
2d: “In the case of Jaipur Udyog Lid.. in 1965, the Western Railway
made a recommendation that the existing concessional rate which
had been allowed to the company earlier when it was set up should
be reduced further {o a certain extent, The reasons were that the
factory had a programme of expansion which would bring more
traffic in lime stone. Further, though the actual distance was about
16 kilometres, the company was paying the freight on the minimum
distance for charge of 40 kms. They were thinking of alternative
modes of transport, particularly a ropeway angd that would have
deprived the railways of this traffic. These were the main considra-
tions on the basis of which the Western Railway recommended re-
duction in the rates.

5.16. The Railway Board considered this but did not accept the
recommendations. The Board felt that the concession which had al-
ready been given and allowed to the company was sufficient and
that the minimum distance charged was a feature which is appli-
cable to other short distance movement and that no further consi-
deration may be given to the proposal.

5.17. After this rejection of the Western Railway proposal
when the Company found that its representation at the Yower level
did not succeed, they made a representation at governmental level.
and the matter was reconsidered and reviewed de novo. At this
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stage when the representation was made to the Government, the
considerations which had been put up earlier were again reviewed
and the Railway Ministry felt that in order to keep this traffic, we
.might reconsider the matter. It was a very easy traffic for us to
carry; it was moving in block rakes, no special terminal services,
and facilities were needed, no shunting, marshalling required etc.
In view of these considerations, the Board reconsidered the matter
and decided that the concession may be allowed. The concession has
-varied from time to time as the normal tariff rate has gone up. The
concession has been correspondingly increased so that the gap bet-
ween the normal tariff and the concession was., more or less, the
same. The concession has not yet been withdrawn, we have periodi-
cal review to see whether the concessions given in such cases should
be withdrawn, reduced or amended and we are considering and
feeling now that the stage has reached when we may consider the
withdrawal of this concession and we propose to do so shortly.”

5.18. It is seen from the Audit paragraph that first reference for
reduction in the concessional rate allowed to the firm was made by
the Western Railway in May. 1965 The final decision in the case
was taken by the Railway Board in June. 1970. From the informa-
tion available with the Committee, the following chronological se-
auence of events has been worked out:

4-5-65 .. Western Railway recommends further reduction in the conces-
sional rate.

29-9-66 .. The Joint Director Traffic (Rates) recommends to Additional
Member (Commercial) that the proposal be rejected.

20-10-66 .. The representatives of the firm met the Minister of State for
Railwavs when Joint Director Traffic (Rates) was also present,

21-10-66 .. The Additional Member (Commercial) agrees that there is no
case for quoting further concessional rate for the firm.

5-10-66 .. The Joint Director Traffic (Rates) sees Additional Member

(Commercial)’s orders and signs the file without making any
reference to the meeting of the representative of the firm
with the Minister of State for Railwavs where he was also
present.

4-11-68 .. Decision of Additional Member (Commercial) communicated to
Western Railway.

19-6-67 .. Joint Director Traffic (Rates) records a note relating to the
meeting of 20-10-66 and to some meetings in November and
December, 1966 which he held with the representatives of tha
firm and recommends a rate of Rs. 3-65 per tonne as against
the then existing rate of Rs. 4-50 per tonne. No reference to the
orders of Additional Members (Commercial) dated 21-10-66 is
made in the note.
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30-8-67 .. The Additional Member (Commercial) who is different from the
officer who issued the earlier orders on 21-10-66, agrees that the
rate may be reduced to Rs. 4-50 per tonne.

31-8-67 .. Joint Director Traffic (Rates) notes the orders of Additional
Member (Commercial) which are also conveyed to the Western
Railway by wireless message.

16-9-67 .. Western Railway writes to the Joint Director Traffic (Rates)
stating that the circumstances h1d altered since the issue of
their earlier letter of 4-5-65.

26-9-67 .. Joint Director Traffic (Rates) writes to the Western Railway
asking about the manner in which circumstances had altered.

10-7-68 .. Reply received from the Western Railway giving details of
changes in the conditions.

22-5-69 .. DBoard repliesto Western Railway asking for a definite recommen-
dation for revision of the existing rate of Rs. 4-30 per tonne.

27-9-69 .. Western Railway replies expressing inability to make a definite
recommendation. It was however suggested that Board might
take a decision in the light of facts given in Western Railway
letter of 10-7-68.

16-5-70 .. Joint Director Traffic (Rates) (a different incumbent from the
ane who wrote the letter on 26-9-67) suggests that the speoial
rate be brought back to the level existing prior to 31-8-67.

29-5-70 .. Additional Member (Commercial) agrees to the increase to be
brought into force from 1-7-1970.

14-870 .. Western Railway suggests withdrawal of the concessional rate

1-6-71 .. Western Railway advised of Boards decision to increase the
rate to Rs. 5:50 per tonue with effect from 1.7-1971 for
implementa:ion.

3.19. From the above the f{ullowing facts emerge:—

(i) On the recommendatiun made by the Western Railway on
4-5-65, the Railway Board's decision not {o agree with the recom-
mendation was conveyed to the Western Railway on 4-11-66 i.e,
exactly after 14 years.

(ii) The representative of the tirm made a representation to the
Minister of State for Railwavs on 20-10-86 in the presence of Joint
Director Traffic (Rates). On 25-10-66, the Joint Director noted the
orders of Additional member (Commercial) on his earlier recom-
mendation that there is no case for quoting further concesisonal rate
for the firm, without recording that firms’ representation had met
the Minister of State for Railways on 20-10-66 where he was present.
The orders of the Additional Member (Commercial) were conveyed
to the Western Railway on 4-11-66. In this connection the Chairman,
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Railway Board stated during evidence: “The Western Railway's
representation was being dealt with in a separate file and the deci-
sion was taken that their recommendation suggesting reduction of
rates should not be accepted—and that date more or less tallies
with 20th October, 1966.”

520, The Committee enquired how the two references could not
be linked. The representative of the Railway Board replied, “The
earlier reference was finalised in one file and the later representa-
tion at the higher level was dealt with in another file. The Joint
Director who was the same man dealing with both the cases first
rejected it and laler reviewed. When he first proposed the rejection,
he made a note on it on 29-9-66. Later he met the representative
after interview with the Minister on 20th October, and from the de--
tails of the conversations that took place it appears that the case
was reviewed.”

5.21. He added: “The officer concerned, 1 agree, should have
linked and referred to at the timc when the later representation
was made and when review was undertaken. [ agree with you.”

5.22. Later on in a written note submitted at the instance of the
Committee, the Railway Board have intimated: “In early fifties, the
Railway quoted a concessional rate in favour of Digviiav Cement
Co. and to keep out of a charge of undue reference, they also quot-
ed a concessional rate for.Jaipur Udvog Ltd. The Railway’'s propo-
sal under examination in 1966 was that the rate in favour of Dig-
vijay Cement Co. be withdrawn and an increased concession granted
in favour of Jaipur Udyog 1.td. The order passed by Additional
Member, Commercial, on 21-10-1966 was that ng further concesison
be granted to Jaipur Udyog Ltd.. and the Railway be asked to make
their considered recommendations as regards withdrawal of the
special rate granted to Digviiay Cement Co.. after consulting their
Law Officer. This order had the effect of maintaining. for the time
being, the status guo. There appeared. therefore, no need for men-
tioning that the Minister of State for Railwavs had, on a personal
representation made to him by Jaipur Udvog Ltd.. desired further
examination of the matter.

2. The Minister had expressed no opinion for or against the
firm's request being granted; he had onlv directed further examina-
tion of the case. The order passed by Additional Member, Commer-
cial would not. in any manner, preclude such further examination.
On the other hand, that the Minister had desire further examination
of the matter did not constitute any rcason for not taking, mean-
\\_'h]ile. action on the order passed by Additiona] Member, Commer-
cial.”

5.23. In reply to another question as to why the decision taken
on 21-10-1966 by the Additional Member (Commercial) was not
hrought to the notice of the Minister to whom representation had
been made by the firm. the Railway Board have stated: “It would
be noticed from varacraphs 2 to 4 of the note of Joint Director,
Traffic, Rates dated 19-6-1967 that during the meeting of the firm’s
reoresentatives with the Minister, he countered the arguments ad-
vanced by them. To quote from his note. "M.S.R. desired that 1 fur-
ther examine this matter af'er having a look at the agreement and
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whatever other material the firm might have to reduce.” (Empha.
sis supplied). It may be repeated that the Minister had not express-
ed any view for or against the grant of the increased concession
asked for; he had only desired the matter to be further examined,
To apprise the Minister a few days after the meetincf of the firm’s
representatives with him of the decision taken by Additional Mem-
ber, Commercial, would have amounted to advising him that sub-
sequent to that meeting but on the basis of an examination made
prior to it, it had been decided to turn down the request, but as de-
sired by him the matter would be further examined. It will, it is
hoped, be appreciated that this would have served little purpose.
In fact, the Minister would, with good reason, have taken exception
to that decision of the Board being put up to him “for present infor-
mation.”

5.24. The Committee were also informed that after the firm's
representatives met the Minister of State for Railways on 20-10-66
in the presence of the Joint Director, Traffic Rates. no noting was
made by the Joint Director Traffic (Rates) before 19-6-1967. In this
regard the Chairman, Railway Board stated during evidence: “This
is a lapse in procedure I accept.”

(iit) On the basis of a note recorded by the Joint Director Tra-
ffic (Rates) on 19-6-67 the Additional Member (Commercial) (who
is different from the officer who issued orders on 21-10-66 agrees on
30-8-67 that the rate chargeable from the firm may be reduced.
These orders are conveved to the Western Railway on 31-8-67,

5.25. In the note of 19-6-67 recorded by the Joint Director Tra-
ffic (Rates) no mention was made of the earlier orders given on
21-10-66 by the previous Additiona] Member (Commercial). As to
whgv this was not done has been explained by the Railway Board as
under:

“There was no particular reason for not making a mention of
the earlier orders. On the other hand. however, the matter had been
re-examined at length and mention of the earlier orders of Addi-
tional Member, Commercial, would not have made any difference
to the decision taken in August, 1967

It may be mentioned that while dealing with the note of Joint
Director, Traffic (Rates) Finance took notice of his earlier note on
which Additional Member, Commercial, had passed the order dated
21-10-1966 and that note was put up to Additional Member, Commer-
cial along with the later note of Joint Director Traffic (Rates) and
the comments of Finance on the proposal made by him.”

5.26. The Committee also enquired that considering the time
that had lapsed since the issue of the earlier orders in 1966 and the
fact that the orders were being revised more or less on the same
facts. why the Joint Director did not consult the Western Railway
authorities before recommending a change in the freight rate and
why the matter was not brought to the notice of the Minister as it
was at the instance of the previous Minister that a review leading
to the change was undertaken. In a written note the Railway Board
have stated: “There had been no significant change so far as the
farts of the case were concerned, and as the note of Joint Director
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Traffic (Rates) brings it out, he was in possession of complete facts
of the c¢ase, For detailed examination of the aspects on which the
firm had laid special stress, the material required was available in

the Rallway Board Office. He did not, therefore, feel the need for
consulting the Railway,

527. It may be mentioned that even though the Railway were
not consulted at this stage, the material put up by them earlier was
given due considemation before Additional Member, Commerdial,
took the decision. In fact, the rate finally settled for was the rate
recommended earlier by the Railway.

5.28. As for the matter not having been placed before the new
Minister, it may be pointed out that even though the earlier Minister
had desired the matter to be further examined, he had not indicat-
ed that it be put up to him for a decision. He had left it entirely
to the Railway Board to settle it. In fact, he did not even ask for
the outcome of the further examination to be advised to him. (It
is, in this context, significant that from 20-10-1966 up to 12-3-1967,
when he relinquished charge of the post of H.S.R.. he did not even
once make any enquiry concerning this matter). The decision was
taken by the Board strictly on the merits of the case. If the same
Minister had continued papers might perhaps have been put up
to him for information. There appeared no need for the new Minis-
ter being advised of the decision taken.”

(iv) On receipt of the Board's orders dated 31-8-67, the West-
ern Railway writes to the Board on 16-9-67 that the circumstances
had altered since the issue of their earlier letter of 4-5-1965 in which
they had recommended a reduction in the freight rate. There is
protacted correspondence between the Board and the Western Rail-
way and on 29-5-70 the Additional Member (Commercial) agrees to
an increase in the freight rate to be brought into force from 1-7-1970.
The decision arrived at took a period of about 2 years and 8 months.

(v) On 14-8-70, after the new rate had become effective, the
Western Railwav again approached the Railway Board with the
suggestion that the concessional rate allowed to the firm may be
totally withdrawn. The Railway Board's decision to further en-
hancing the rate chargeable to the firm was conveyed to the West-
ern Railway on 1-6-71 ie. after a lapsc of about 10 months.

5.29. The Committee desired to know whether any decision has
been taken on the proposal regarding withdrawal of the concession
given to the firm which was stated to be under consideration. In
this connection the Railway Board intimated: “From 1st January.
1972, the concession was withdrawn. However. the firm has filed a
writ petition in the Rajasthan High Court against this withdrawal
and the Court has issued a stay order.

As the firm had enjoyed the benefit of thjs lower rate for a
sufficiently long time and as the lower rate which had been in exis-
tence for M/s. Digvijay Cement Co.. Sika had been withdrawn, it
was decided to withdraw this rate also.”

. 530. In reply to another question, it has been stated that “No
similar concessions to any firm for carriage of raw material are in
force today.”
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. :5.31.. From the chronelogical sequence of the various orders pass.
ed and the action {aken by the Railway Board and the Western Rail.
way the Committee find that the time taken in arriving at certain de.
cisions was unduly long. For example, the first reference from the
Western Railway recommending further reduction in the concession
rate was issued on 4-5-65 while a decision of the Railwsstz' Board on this
was communicated io the Western Railway on 4-11-66 ie. exactly
after 1} years. Similarly on another letter sent by the Western Rail-
way on 16-9-67 in which it had been pleaded that there was no case
for further reduction in the concese'on rate because of change in cir:
cumstances, the Railway Board could finalise their -deecision on
20-5-70 j,e. after a lapse of 2 years. Again a proposal regarding com-
plete withdrawal of concession made by the Western Rallway on
14-8-710 was agreed "to by the Railway Board on 1-6-71 ie, atter a
period of more than nine months. This does not speak well of g com-
mercial organisation like the Railways. Since any delay is taking a
decision has its financial implications, the Committee need hardly
emphasize that decisions should be taken without any avoidable loss
of time. As has been pointed out by Audit the special- concessional
rate of Rs. 430 per tonne levied during the period from September,
1967 to June, 1970 (when the matter remained under censideration)
but withdrawn thereafter had resulted in loss of revenue to the ex-
tent of Rs. 5.85 lakhs, The Commitiee takes a serious note of this and
would like to recommend that suitable instructions be issued to all
concerned to obviate recurrence of such cases.

5.32. The Committee are also unhappy about the serious proce-
dural lapses at various stages that have come to their notice. In this
connection they would like to point out that although the reptesen-
tative of the firm had met the Minister on 20-10-66 and the Joint
Director (Rates) was present at the meeting the latter recorded a
note relating to the meeting on 19-6-67 after eight months. The Chair-
man, Railway Board admitted that this was a procedural lapse. The
Committee would like that the officer concerned should be asked to
give an explanation for this omission and appropriate action shounld be
taken. Suitable instructions should also be issued to avoid recurrence
of such omisisons. ‘

Central Railway—Works started on Urgency Certificates
Audit Paragraph a

5.33. As per extent rules, no work mav be commenced and no
liability on expenditure incurred on a wark until a detailed estimate
s sanctioned and requisite funds allotted by the competent autho-
rity. However, as an exception, works considered necessary to safe-
guard life, property or to repair damages to the line caused bv floods,
accidents etc. and those required to meet immediate needs of traffic
could onlv be started withovt such sanction.

5.34. The Railway Administration in order to increase the line
capacity to cater to the increase in traffic anticipated at the end of
Third Five Year Plan. sanctioned doubling works on Itarsi-Jabalpur
section on urgency certificates. Qut of 152 miles of this section patch
doubling in respect of 71 miles as a first phase was included in the
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werks. programme upto 1962-63. For Doubling of the remaining por-
tion, the 'Railway Administration approached Railway Board in
Jurie/July, 1962 for the sanction of urgency certificates to which the
Railway Board did not agree. However, on repeated representations by
the Railway Administration, the Railway Board sanctioned Urgency
Certificates in June/July, 1963 for patch doubling of about 166.29
Kms. of Itarsi-Jabalpur section, even though earlier, in December,
1962 the Board had stated that if the works were to be taken against
budget provision to be made in 1963-64, there was no necessity for the
Urgency Certificate and that there was enough time for the prepara-
tion of Abstract Estimates for the work.

"+ . 535. In spite of the plea of urgency, there were delays of more
than a year in 8 out of the 17 cases in the preparation of Abstract
Estimates and delays ranging from 6 months to 35 months in the
opening of some of the seetions to traffic with reference to the origi-
nal target dates. The execution of contracts in a few cases was delay-
ed due to large increases in the quantities of work, delay in acquisi-~
tion of land, finalisation of plans and drawings, slowing down of
works due to paucity of funds etc. The tenders for most of these
works were invited on the basis of inadeyuate data in the absence of
defailed estimates which resulted in abnormal variations in quanti-
ties in some cases during actual execution of works.

5.36. The variations in quantities gave rise to claims for extra
payment from contractors and sum of Rs. 4.58 lakhs was paid to
three contractors on this account. In addition a sum of Rs. 1.22 lakhs
was paid to one contractor as a result of arbitration.

- 537, In other sections of the Railway also. where works were
sanctioned on urgency certificatcs, there were delays in preparation
of Abstract Estimates (about 2 years) in some cases and in opening
of the section to traffic (from 3$ months to 24 months) in some cases.
As the tenders were floated on inaccurate data, there were large vari-
ations in the guantities in some cases even to the extent of 5000 per
cent in one item. Due to abnormal variations in the quantities and
inordinate delays in the preparation of plamnds etc. the execution of
works was delayed from ¢ to 24 months. Additional payment to the
tune of Rs. 4.55 lakhs had to be made to the contractors in two cases
in sejtlement of their claims for mnecreascd rates for the additional
guantities, Further claims amounting w Rs. 15.63 lakhs for various
other reasons were preferred by the contractors out of which Rs, 9.13
lakhs have been awarded by the arbitrators to the contractors. A
sum of Rs. 2.48 lakhs has already been paid in satisfaction of awards
in other two cases.

_ [Paragraph 46, Report of the Comptroller and Auditor Gene-
ral for the vear 1969-70 on Railwavs.]

.. -3.38. The Commitice enquired under what circumstances and
conditions urgency certificates were issued, The Chairman, Railway
Board informed the Committee that "Urgency Certificates are sanc-
tioned in the following circumstances as per the code: (a) works
which are considered to be urgentlv necessary to safeguard life or
property or repair damage to the line caused by flood accident or
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other unforeseen contingencies so as to restore or maintain through
communication; (b) works considered urgent but not falling within
(a) above, as for instance, works required to meet the immediate
needs of traffic which are considered so urgent that they must be
started before the earliest date by which detailed estimates could be
preparcd.”

5.39. Asked whether either of the two conditions was applicable
to the sanctioning of doubling works on Itarsi-Jabalpur section on ur-
gency certificates, the witness replied: “On the basis of evidence
available at the time and the criticism faced by the Railways in 1860-
61, when there was not enough transport capacity for movement of
coal, the works were considered to be of such a nature that they had
to be started immediately.”

5.40. The Audit para states that for doubling of a portion of Itarsi.
Jabalpur section when the Railway Administration approached the
Railway Board in July, 1962, for the sanction of urgency certificates,
the Railway Board did not agree. However, the Railway Board sanc-
tioned the urgency certificates a year later, i.e, in July, 1963. During
evidence when the Committee desired to know the reasons for this
the Chairman, Railway Board, stated: “This was as a result of the
observations made by the P.A.C. in their 40th Report that urgency
certificate must not be sanctioned ordinarily as Railways had been
sanctioning such certificates rather liberally. They took a very strict
view. Later when the G.M. pointed that the lead time for complet-
ing this work is much and there would be serious difficulty in mov-
ing coal if traffic materialised, the Board were persuaded to sanction
the urgency certificates.”

5.41. In reply to another question, the witness added : “I would
only submit that it would have been wiser to have sanctioned this in
1962 itself, but having faced these criticisms and seen the observations
of the Public Accounts Committee perhaps there was a little caution
in dealing with this issue.”

5.42. The Committee were informed during evidence that accord-
ing to the Railway Code only small works were taken up under
urgency certificates and the time normally allowed for sending an
estimate after the sanction of urgencv certificate was conventionally
a short period, It was also stated that the doubling of Itarsi-Jabalpur
section was not a small work. As to why this work, which was not
a small work, was sanctioned on urgency certificate was explained
by the Chairman, Railway Board, as follows: “I can only say that
the General Manager, in the first instance, asked for this to be sanc-
tioned on urgency certificate. At that time, the Railway Ministry had
already spent its Plan funds under that head and it was waiting
for this work to be taken up in the next Plan peripd. But as time was
passing, the General Manager pointed out that the work to be done
was of such a big nature that one must make some allowance for
some little things to be delayed and this work must be sanctioned
under an urgency certificate, otherwise one clear year might be lost
and there might be adverse repercussions on the capacity if the traffic
did materialise as anticipated.”

5.43. Explaining the reasons for the delay in the preparation of
Abstract Estimates as pointed out in the Audit paragraph, the Chair-
man. Railway Board. stated during evidence : “As for the second
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aspect of delay in estimates, the normal procedure for making out an
estimate is when we are dealing with a large work or several works
costing Rs. 2 crores, 24 crores etc. we sanction a survey estimate for
carrying out a survey and preparation of a detailed estimate. This
normally takes 15—18 months. If all the works are sanctioned at the
same time for the purpose of survey and preparing detailed estimates,
we have to expect that since all the works have to be taken up to-
gether, it will take anything upto 2 years. Since the work had to be
done immediately and the urgency certificate was sanctioned. How-
ever, the time required for preparation of the estimate was itself
upto about 2 years, In the urgency certificate the date fixed for sub-
mission of the estimate was, I submit, not very realistic. It must bear
some relation to the time required for a detailed survey and for pre-
aration of detailed estimate which has got to be checked at various
evels, i.e, at the divisiona] level, divisional accounts level, head-
quarters level, headquarters accounts level and then sent to the
Board.”

5.44. As regards the delay in the opening of some of the sec-
tions to traffic with reference to the original target dates, the
Chairman, Railway Board deposed: “As far as delay in the comple-
tion of the work is concerned, at the time we started this work.
nobody foresaw the hostilities of 1965 or the two droughts of 195-66
and 1966-67. The railways had spent a very substantial part of allot-
ted funds for the Third Plan and due to the difficult conditions of
Indo-pak hostilities and the two drought years, the Board were not
in a position to sanction funds to the extent required for progressing
the work. We also had difficulty in getting p.w. materials and some
matching steel for girders. But despite these, work was completed
by the date the detailed estimates were finally sanctioned, complet-
ed in 3 sections—in one section 65 per cent, in another 50 per cent,
in the third 40 per cent and two sections 30 per cent. So by sanction
of the urgency certificates, we were able to get this much percen-
tage of work completed before the estimates were actually received
and sanctioned.”

5.45. The Committee desired to know what kind of fiinancial
control was exercised by the Railways when works which are likely
to take long time were sanctioned under urgency certificates. In
this connection the Committee also pointed out that there may be
cases where the works are sanctioned under emergency provisions
but the funds are not provided for or expenditure may be incurred
which ultimately proves to be unnecessary. In replv. the Financial
Commissioner for Railway stated during evidence: “You have quite
correctly mentioned the purpose of sanctioning emergency works.
In that view, 1 think there is a good deal of force in the criticism
made in the Audit Report. The Board also is aware of it gpd over
the vears we have tightened this procedure. Statistics will show
that the number of works sanctioned on urgency certificates has come
down considerably. In 1963-64, 31 works were sanctioned: in 1962-63
it was 28; in 1964-65 it came down to 2; in 196566 it was 1; in 1966-67
it was 2; 1967-68 it was 3; and in 1968-69 it was 3. So, the criticism
made is appreciated. Moreover, it is also a sybjective view. Those
sanctioning sometimes feel that it has to be sanctioned under urgency
certificates, whereas some others mayv not feel the same wav. but the
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point made by you I think has been realized as will be seen from
the fact that in subsequent vears the number of works sanctioned on
urgency certificates has come down to one or two.”

5.46. Referring to the large number of cases sanctioned under
emergency certificates in earlier years, as compared to the few cases
sanctioned in recent years, the Committee enquired whether the cases
in the past had been sanctioned without consideding the urgency of
the matter. The Chairman, Railway Board stated: “I submit that
this is because the traffic has not been matenahsmg according to
expectation, and we have been more careful in sanctioning urgency
certificates due to that reason. It is not that there is no urgency; if
there is an urgency to do a work, we still have to sanction it on
urgency certificate. Because of our experience that traffic had not
materialised in some cases, we have to be careful.

-~ As 1 explained, in 1960-61, we faced a transport crisis in the
movement of coal and we cannot afford to have another crisis of
that nature. We have to plan and take the figures of traffic as anti-
cipated. And it is only towards the end of the Third Plan that we
saw that the traffic expected was not materialised and we have been
very careful since then.”

5.47. The Committee note that as a result of the recommenda-
tions made by them in para 11 of their 40th Report (Second Lok
Sabha) and in Para 95 of the First Report (Third Lok Sabha) the
number of works sanctioned under urgency certificates has been
considerably brought down from year to year, The Committee desire
that Railway Board should exeroise utmost care hefore sanctioning
works under emergency provisions. As a rule only small works of
really emergent nature should be sanctioned under urgency ocertifi-
cates. The Committee feel that under no circomstances huge works
costing erores of rupees and requiring years for eomplctlon should
he sanctioned under urgency certificate unless the Board is other-
wise satisfied that the work s really urgent. Even in such cases esti-
mates should be finalised on urgent basis and no expenditure should
be incurred before the estimates are properly sanctioned.

General

5.48. The Committee have not made recommendations/observa-

tions in respect of some of the paragraphs of the Report of the Com-
ptroller and Auditor General of India for the year 1969-70—Central

Government (Railways). They expect that the Ministry of Rallways
(Railway Board) will take note of the contents of the other para-
graphs dealt within the Audit Report and take suitable remedial
action in consultation with audit where necessary.

New Dersr;
April 24, 1972
Vaisakha 4, 1894 (S)

ERA SEZHIYAN.
Chairman.

Public Accounts Committee.



APPENDIX I

(See para 1.115 of Report)
Background

There was a significant increase during this period in road kilo-
meterage and goods vehicles. As against a kilometerage of 4.15 lakhs
of allweather motorable roads at the end of 1960-61, the figure was
6.16 lakhs km. or an increase of 29.7 per cent at the end of 1968-69.
During the same period the number of goods vehicles increased from
1.68 lakhs to 3.06 lakhs i.e. an increase of 83.2 per cent.

2. Railways have a statutory obligation to carry all traffic offered
at scheduled freight rates irrespective of the net return to Railways
in carrying it. Road carriers, however, can and do pick and choose
the commodities and routes and can also vary their freight charges
according to prevailing conditions. Besides, road transport has the
advantage of door to door service and quicker transit.

3. The result was that while the total originating revenue earn-
ing goods traffic moved by Indian Railways increased from 119.8
million tonnes in 1960-61 to 173.8 million tonnes in 1968-69, the per-
centage of traffic other than low rated traffic (low rated traffic is
traffic in coal. ores, marble and stones. salt. foodgrains, fertilizers.
fodder) to total revenue earning goods traffic decreased from 34.2 per
cent to 27.2 per cent dvring the same period.

Setting up of Marketing and Sales Organisation on Indian Railways

4. Various measures have been taken by Indian Railwavs to arrest
this trend and to get back high rated traffic to rail. One of the princi-
pal steps was the setting up in June 1967 of a Marketing and Sales
Organisation. In the Railway Board., this organisation functions
under a Joint Director, who co-ordinates the working of Marketing
and Sales Superintendents, provided on each Zonal Railway.

5. Officers and men possessing qualities of salesmanship. drive
and initiative and having flair for traffic canvassing, rail road com-
petition. rating etc. were selected to man this organisation. By and
large Marketing and Sales Organisations on Zonal Railways were
created by re-organisation of existing cadres and not bv creation of
new posts,

6. Railway Minister had referred to the setting up of this Organi-
sation in his Budget Speech in February. 1968.
Objectives and functions of this Organisation

7. The functions of this Organisation are, as under:

{a) Maintaining close liaison with manufactvrers and trading
interests to ascertain and trv to solve their problems in
connection with expeditious and safe transnortation of
their goods by rail.

(b) Marketing & Research. prospecting and development,

(¢) Commodity/road surveys to ascertain commoditywise
pattern of traffic moving by road and the points between
which this traffic moved with a view to assess as to which
of this traffic could be brought to railwavs with advantage,

1L

L/ J(D)388 12



156

(d) Measures for meeting rail-road competition.

Activities of Marketing and Sales Organisation to achieve the Ob-
jectives—(i) Container Services ‘

8. Container services were provided to give facility of safe trans-
port of goods from the premises of the consignor to the premises of
the consignee without any handling at railway goods sheds. The use
of the containers eliminated the need for elaborate packing and the
incidence of pilferage and damage during transit. These containers
were moved by nominated express goods trains. The first container
service was introduced between Bombay and Ahmedabad in January
1966 with 4.5 tonne containers. Later, 5-tonne containers were provid-
ed. The service has become very popular particularly for high valued
cargo on Western, Central and Northern Railways. The routes on
which container services are operating now are as under:—

Service Date of introduction
Bombay-—Ahmedabad . o .. January, 1966
Bombay —New Dethi .. .. .. November, 1087
Madras—Bangalore .. . .. January, 1969
Howrah—New Dethi - . .. March, 198%

Bombay —Madras . .. .. April, 1989
Bombay—Secunderabad .. . .o June, 1969
Bombay—Rangalore .. . .. November, 1969
Calcutta—Madras . . v« November, 1970

Bombayv—C(alcutta o N .. April, 1871

9. Large scale expansion of these services is planned during the
ensuing years and it is expected by the end of 4th Plan the services
would be available between 20 stations or points.

(ii) Provision of
(a) City Booking offices
(b) Out-Agencies (in towns not connected by rail).
(c) Street collection & delivery services and mobile booking offices

10. 127 City Booking Agencies/Offices and 183 Out-Agencies are
presently functioning on Indian Railways.

11. With a view to provide door to door service to rail users in
respect of non-containerised traffic, 28 street collection and delivery
services have been provided in principal towns in the country. The
Railway receipts for goods thus collected are delivered to the con-
signors at goods sheds.

12. In addition, mobile booking services where not only the goods
are collected/delivered at users’ premises but railway receipts arc
also issued at their premises have been set up at Calcutta, Delhi.
Bombay, Madras and Poona.

(iii) Freight Forwarder Schemes

13. Freight Forwarders are appointed by railways to collect
goods consignments from the premises of individval manufacturers/
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trading interests and to offer them in wagon loads at the principal
goods depots for certain selected destinations. At the destinations,
these consignments are again taken delivery of by the freight for-
warders and delivered at the consignees’ premises. Railways secured
the following advantages from this system:—

(a) Elimination of handling of “Smalls” (less than wagon
load) consignments at booking and destination stations
and intermediate repacking points en-route, thus eliminat-
ing chances of pilferage, damage. etc. and reducing transit
time,

(b) securing better payload for wagons.

14. This system was first introduced in July. 1969 and has in a
very short time become very popular. It is now available between
the following points:—

(i) Bombay and Calcutta
(ii) Calcutta and Madras
(iii) Ahmedabad and Calcutta
(iv) Bombay to Tatanagar (one wayv only)
(v) Cochin to Calcutta {one way only)
(vi) Cochin to Kharagpur (one way only)
(vii) Madras to Kharagpur (one way only)
(viii) Cochin to New Delhi (one way only)
(ix) Madras to New Delhi (one way only)
{x) Madras to Bombay (one way only)
(xi) Madras to Tatanagar (one way only).

(iv) Super Express Goods Services

15. With a view to ensure speedy transit of goods between princi-
pal towns of India and stations en-route connecting these towns,
super express goods trains were started from 1965 and now run bet-
ween most of the important towns in India. These super express
gouds trains run to fixed timings notified in time-tables. The points
between which these trains are running are as under:—

(a) Bombay (Sarnac Bridge) to New Dethi and vice-versa.
(b) Bombay (Wadi Bunder) to Madras (Salt Cotaurs) and vice-
versa,
{c) Bombay (Wadi Bunder) to Calcutta (Shalimar) and vice-
versa,
{d) New Delhi to Calcutta (Howrah) and vice-versa.
(e} Madras (Salt Cotaurs) to Calcutta (Shalimar) and vice-
versa,
(f) New Delhi to Madras (Salt Cotaurs) and vice-versa.
(v) Quick transit rervice
16. These services were first introduced in April 1956, between
specific points. Under this svstem. targets transit time is fixed for
wagon load consignments booked from one specific point to another
and a small Quick Transit Service charge is levied (3 per cent of the
LIy D3L88—12(4)
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total freight upto 15th October 1871 and now raised to 5 per cent) on
consignments moving -under this scheme. This charge is refunded if
the consignments do not arrive at destination within the target time,

17. Road-wise/commodity-wisg surveys of road traffic are being
undertaken by Marketing and Sales Organisation of Zonal Railways.
The objectives of these surveys are:

(a) analysing the pattern of traffic moving by road,

(b) determining as to which of this traffic would it be finan-
cially remunerative for railways to move,

(¢) steps and freight concessions, necessary, to give such of
this traffic back to railways as is financially profitable for
railways to move.

A list of the principal commodity/route surveys conducted by
the railways is enclosed (Annexure).

Review of priority schedule

18. A review of priority schedule (for movement of goods and
wagon supply) is being done with a view to provide higher priority
of movement for profitable traffic and its quicker clearance.

Liaison and contact with Trade and Industry

19. Marketing and Sales Supdt. also keep liaison and contact with
trade and industry. Special attention is paid to important users and
(non-captive) streams of traffic to ascertain and try to solve their
problems in connection with expeditious and safe transport of their
goods by rail. The traffic which is specially watched has been identi-
fied by each railway taking into account the volume from particular
station, area or industry freight earnings and vulnerability to read
competition, special efforts are made for prompt clearance of the
traffic and its quick transit. Monthly figures of loading and earnings
are also compiled and compared.

Better facilities for movement of parcels traffic

20. Close liaison is maintained with trade and industry for move-
ment by parcels of commodities like medicines, automobiles, toilet
goods, fruits and vegetables.

Restriction free booking from important Goods Depots

21. Booking of goods traffic from selected important stations on
each Zonal Railway is exempted from operational restrictions. This
facility is now available at the following goods depots:—

Central—Wadi Bunder (Bombay), Belanganj (Agra) and
Faridabad (including Ballabagarh siding).
Eastern—Calcutta (Howrah and Chitpur) and Patna.

Northern—Kanpur, Amritsar and Delhi Lahor! Gate.

North Eastern—Kanpur Cooperganj, Hathras City, Raxaul
{(i.e. rail head for Nepal).

Southern—Madras (Salt Cotaurs), Bangalore and Coimbatore.
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South Eastern—Calcutta (Shalimar), Tatanagar and Cuttack.

Western—Bombay (Carnac Bridge), Ahmedabad, Jaipur and
Mandsaur. .

Exemption of high rated commodities from operational restrictions

22. High rated commodities classified at class 60 and above are
normally exempted from operational restrictions since last year.

Results Achieved:
(i) Increase in high-rated traffic

23. The percentage of traffic other than low rated to total origi-
nating revenue earning goods traffic increased from 27.2 per cent
in 1968-69 to 32.3 per cent in 1970-71.

24. The quantum of increase in 1970-71 vis-a-vis 1969-70 in origi-
nating loading and earnings of 47 selected high-rated commodities
susceptible to diversion to road transport on Indian Railways was
3.1 per cent and 8 per cent respectively.

25. The increase in traffic in selected high-rated commodities
was particularly significant on North Eastern, Northern, Southern
and Western Railway as will be seen from the following figures:

Y, increase in 1970-71 vis.a-vis

1969.70
r —A -
in guantum of in qunantum of
Ruilwars originating earnings
traflic
North Frstern .. .. .. .. . 98 1947
Northorn . - . .. .. g3 1045
Western et 88
73 136

Sou hern
26. The increase in originating loading and earnings of selected
high rated commodities referred to above is particularly significant
when comnared to a 3 per cent reduction in total originating reve-
nue earning traffic on Indian Railways and an increase of 3.5 per
cent in earnings therefrom during the same period.
(ii) Increase in containerised traffic
27. The loading of containers and earnings therefrom have
shown a remarkable increase during the last five years as will be
seen from the following table:—

T - - No. of Freight
Y containers earned
il loaded un all
services

(Rs. lakhs)
10 b8 . . .. .. .. 1,864 368
{:gfz.ag . e . AN . 3,54V .9-34
116860 o . .. B ‘9,-“?6 MN
1969-70 . o . .. . 20,484 7518
197071 . N . .. 25,683 7. 98
197172 Ny . . - FLHOR 106+ 72

(approvirately)

(Upto Decomber 1971) e e TR
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98. The earnings per container 6wned by Indian Railways have

shown a constant improvement as will be seen from the following
figures:

Earnings in Ra.
Year ) er container
owned by Indian
Railways

1988.69 . - . e .. e - 11,804
1964 Tu . e o .. . .. . 14,121
1970-71 ve . .o s o e o 16,607
1971-72 (Upto Dee, 1971) . . NS .. . . 20,000

(upproximately)

(iii) Increase in traffic booked by freight forwarders

29. The success of freight forwarder schemes referred to earlier
can be judged from the following figures: —

No. of wagons  Freight

Year loaded earned
(Rs. Lakh~)
1069-70 .e . . . .. 4486 | IRKRH
1970.71 2305 fithe 2%
1971.72 .. . .. o . 2,086 R+ 2%

(Upto December 1071)

(iv) Quick Transit Service Scheme

30. 77.1 per cent of the consignments booked under Quick
Transit Service reached destination within target time in 1969-70
despite the disturbed conditions in Eastern part of the covntry, This
was an improvement over the achievement of 1968-69 when 73.2 ner
cent of these consignmen's arrived destination within target time.
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ANNEXURE

List of principal commodity[route surveys conducted by raslways

Central Railway
Eastern Railway
Northern Railway

North Eastern Railway ..

Northeast Frontier Railway
South-Central Rly.

South Eastern Rly.

C'entral Railway

Northern Railway

North Eastern Rly.
Southern Railway
South Central Riy.

South Fastern Rly,

Western Railwayv

Commeodity Surveys
Textiles, Cotton, Bidi, Sugar.
Jute Raw, Rubber manufactured.
Sugar and Cotton (full and half pressed and loose)

Grains and Pulses, Oil Seeds, Wood Unwrought
and Jute

Petroleum products.
Sugar.

Fertiliser, Oxygen & Acetylene Gas, Ferro Silicon.
Jute Manufactured and Raw,

Route Surveys

At Panvel for Bombayv —Madras Bangalore/Se-
cutclerabad traffic.

At Thana for traffic from or towards Delhi/Cal-
cutta,

Kanpur Howrah  route,  Pathankot. Mandi
Dabwali (Punjab),

Avodhva Bridge over river Saravu, Basi.
Kanjikode {Kerala State) Checkpost,
Secunderabad.

Katlaghat Bridge for traflic between (aloutta and
South ‘Southwest, Uluberia Check post.

Road survey on Bassein Bridge for tratic between
Bombay and Gujarat, M.P.. Rajasthan, Western
U.P., Delhi, Punjab, Haryana, Himachal Pra-
desh and Jammu & Kashmir.



APPENDIX II
(See para 4.51 of Report)

Details of quantity of wooden sleepers procured from State Forest
areas by the Indian Railways

Qty. prooured in
terms of lacs oft.
State Forest Area ———m e

1064-A5 1067.68
Assam & Nagaland . - o . NN 17:42 8: 57
Uttar Pradesh . . o - .. 920 LIIP)
Mysare . . .. .. . 13-04 635
Kerala . . . .. . 1-26 026
Himachal Pradesh N .. . .. o 2.58 1-86
Jamww & Kashmir .. . v .. o 13:7¢ , 1380
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APPENDIX HI
(See para 4.55 of Report)
Details of initial cost of sleepers of various types with fittings ete.

Cost of sleeper with
Type of slecper

fittings and other inci-

dental charges Hemarks
Rs. Rs.
B.G. M.G.
1. Wooden slesper non-durable o e 55 32
2. (f) Wooden durable . . . 16 21
(1) Wooden durable with hearing plates €1 32

i, Cast Iron CHT-9 slecpers ..

T6(02)*(b) 45(55)%(L)  *(h) Revised cost as

per latest cost data.
4. Steel pleepors .. . .. o B0(92)(b)
5. Concrete sloepers

{§) Mono block

.. . 134 ..
(s¢) Two block . e .. 152




APPENDIX IV

(See para 4.55 of Report)

Details of annual cost of service of various types of sleepers

Type of sleeper

Annual cost of servico
(éxcluding the mainte-

Remarks

nanoce cort of all types of

sleepers)
B.G. M.G.
Rs, Rs.
1. Wooden sleeper (Non-durable) . .. 7,992 4,374
2. Wonden sleeper durable 7,584 3718
3. Cast Tron CNT.9 sleepers .. . 6,968 3.020
R.720 5.008
(a) (a) (8) As per latest cost
data, .
4. Steol slecpers .. . . . 7.786 .
7.4 (a)
#, Conerete sleeper:
{f} Mono block () R 10,335 (h Entiroly pew iten.
11,061 incidenee of develop-

{i7) Two hlock (b}

los

ment expenses, inte.
rest on eapital, cost
of handling equip-
ments, automnti
track machines et
not  taken  into
account.



APPENDIX V
Summary of the main conclusions/recommendations

§l. Para Ministry/ Recommendation
NO‘. NO- Deptt.

conoerned
1 2 3 4

1 114 Rly. The Committee note with concern that for the Fourth
year in succession the working of the Railways showed
a deficit in 1969-70 also. Against a nominal surplus
of Rs. 1-92 crores anticipated in the Budget, the
accounts for the year closed with a deficit of Rs. 9:83
crores, Apart from the unsatisfactory state of
Railway finances which is reflected in the working
results during the year under review i.e. 1969-70, the
Committee feel that the methods employed for esti-
mation of earnings and expenditure require
further improvement. During the past four years
over-estimation of goods traffic and goods earnings
and under-estimation of the revenue expenditure
scems to have been the most sigmificant recurring
feature of the Railway Budgets. The over-estima-
tion of goods traffic and goods earnings can only mean
that the anticipations of traffic given out by various
Ministries/Departments of Government of India
are not scrutinised in the light of experience at the
initial stages with the utmost carc they deserve.
The Committee are of the view that with the vast
experience and elaborate planning machinery which
they have, the Railway Board should bein a pos'tion
to exercise a judicious check on the traffic anticipa-
tions by other Ministries/Departments so as to
arrive at realistic targets for achievement. In this
connection the Committee would also like to draw
sttention to para 125 of their 116th Report (Fourth
Lok Sabha) wherein it was ecmphasised that the
estimation of traflic requirements should be done on
a more realistic basis.

2 1-28 Rly. The Conunittee note that during 1969-70, because of
the Revenue Reserve Fund having been depleted,
the Railways were obliged to take a loan of Rs. 8-86
crores from the General Revenues for meeting their
dividend  liability. This iz decidedly an undesi-
rable phenomenon which needs to be curbed.

3 1.4 Besides this the Railways have also taken loans of
the arder of Rs. 43-45 crores till the end of 1969-70

165
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4

4 1-25 Rly.

5 1-42 Rly.

for meating the cost of works charged to. Develop.
ment Fund and over and above these they are indeh.
ted to the General Revenues to the extent of Rs. 56-89
orores on aocount of deferred dividend on the ney
lines. During the year 1969-70 deferred dividend of
Rs. 1804 orores became due for payment but coulg
not be paid owing te-inadequate surplus in the work.
ing of the new lines ooncerned. The Committee desire
that action sheuld be taken to ensure that revenue
expenditure on these lines is reduced to the minimun
and that earnings are augmented by attracting
more traffio 8o that the arrears of dividend get paid
and not extingunished after 20 years of opening when
the liability to pay arrears ceases.

During evidence it was stated that due to inorease in
prices over the years the cost of staff and various
inputs such as fuel and other materials like iron and
steel had gone upto a very great extent as compared
to the increases in the fares and freight rates charged
by the Railways and therefore the Railways conti-
nued to be in the red. The Committee would like
to stress that in these circumstances all out efforts
should be made to cut out avoidable expenditure
and attract more traffic to Railways by improving
the service. The Cammittee note that the Railway
Convention Committee are currently examining the
working of Railways with special reference to their
obligations to the general exchequer and would he
Ppresenting in due course their Report on the subject,

During evidence it was made out that one of the reasons
for the growing deficit on Railways was the increased
cost of social burdens borne by them. From the
information made available to the Committee it
is seen that in 1970-71 out of a total loss of about
Rs. 123 crores attributable to social burdens loss ou
non-suburban passenger traffic and other ooaching
traffic taken together was estimated at Re. 47 crorcs.
The Committee were, however, surprised to learn
that the costing of various services such as passenger,
peroel and other cosching traffic has not boen under-
taken 80 far. The economic of different services il
passenger: trains such as lst Class, Aissoonditioned,
Third|Class eto., huve also not been worked out.
Only now some data are being colleoted for evalus

g
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6 1-50 Rly.

7 160 Rly.

8 1.71 Rly.

tion purposes. While the Committee do not want
to make any detailed suggestions in this behalf be-
cause the Railway Convention Committee may be
going into the entire question of social burdens, they
would nevertheless suggest that passenger trains which
are unremunerative and the classes of services like
Air-conditioned and First Class which do not pay
for themselves should be expeditiously identified with
8 view to taking remedial action and reducing the
loss to the minimum.

The Committee view with concern that in 1969-70
besides the three Railways namely Bouthern, North
Eastern and Northeast Frontier which had been
running into deficits, the working of the S8outh Central
Railway also showed a deficit. During the year
under review the financial results of working of the
Southern and South Central Railways showed marked
deterioration as compared to the previous year. The
increase in the working expenses on Eastern, South-
ern and South Central Railways was much more than
increase in receipts and the increases in earnings on
Northern, Northeast Frontier and North Eastern
Railwaye was not adequate to meet the deficits on
acoount of inorease in working expenses. There is
thus need for improving operations on these Rail-
ways a8 also of effecting economies,

The Committee note that even thongh the position
of net revenmes as a ratio to capital-at-charge has
shown an upward trend in 1968-69 and 1969-70, the
deficits are increasing primarily as a result of grow-
ing payments to General Revenues arising from
sdditional capital investment, of which the current
investment oconstitutes a major portion. The Com-
mittee bave repeatedly emphasised the need for
great selectivity in incurring capital expenditure on
Railways. If the additions to capital are not made
with & view to ensuring overall remunerativeness
the deficits mey grow. The Committee would there-
fore like that all investment proposals should be
thoroughly sorvtinised so as not to accentuate the
difficult financial position of the Railways.

The Committes find that about Ra. 26 crores have been
invested by the Railways in various Btate Road
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9 182 Rly.

0 1-97 Rly.

Transport Corporations primarily with a view to
regulate rail-road coordination. Even though the
Ralways are getting adequate return on their nvest-
ment in the form of fixed rate of interest, the ain,
of rail-road coordination has not been achieve.
The basic reason for this is that the representation
of the Railway Board on the Boards of Directors of
these Undertakings is not effective enough, The
Committec recommend that the Railway Board
should in concert with the Ministry of Transport and
State Governments review the position to devise
methods for making the Railways’ participation more
.effective.

The Committee note that the availability of gagons
for movement of coal deteriorated considerablv
from September, 1970 and this position persisted tiil
about July. 1971. The deterioration has been attri.
buted to a strike for some days on the Eastern Railway
and the unsatisfactory law and order conditions in
the West Bengal area. These difficulties were, how-
ever, got over as a result of the concerted drive ins-
tituted by the Railways in cooperation with the
State Government and consequently the position
returned to normal from August, 1971 onwards. The
Comumittee feel that efforts to restore normaly in
the movement of coal should have been initiated much
carlier, For the future the Committee would suggest
that particular care should be taken at all levels to
ensure that the movement of coal does not suffer he-
cause of non- availability of wagons.

The Committee regret to ohserve that the operating
ratios of the Southern, SBouth Central and Western
Railways are steadily deteriorating from year to
year. The North Eastern and North East Frontier
Railways which have very high operating ratios are,
however, showing some improvement in that their
operating ratios are gradually coming down. Where-
asit may not be quite appropriate tocompare the
working results of one Railway with another because
of the circumstances peculiar to each Railway, the
Committee feel that comparison of performance of
each Railway from year to year should reflect the
result of measures taken to effect improvements and
economies in the working of the Railways. The
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Committee would therefore like the Railway Board
to continuously review the working of each Railway
and take prompt remed al measures to augment
earnings by improving quality of servrce and effect-

ing all possible economies by more efficient opera-
tions.

11 1-118 Rly.  In para 1-75 of their 11th Report (Fifth Lok Sabha)
the Committee had pointed out that there had been
steep decline in the percentage of rail movement of
sugar and cotton manufactures to their total produc-
tion. From the available information it is seen
that even though the Railways continue to be by
far the main carriers of the bulk of production of the

. basic and heavy industries like coal, ores, cement and
iron and steel, the relative share of the Railways in
the ocarriage of these ocommodities has appreciably
come down. In the case of other commodities such
as oil-seeds, raw cotton, salt and paper and paper
boards etc., the percentage of rail movement is also
steadily coming down from year to year. The Com-
mittee would like Railways to carry out a systematic
analysis and take necessary measures to retain and
increase their share in the transport of these com-
modities.

12 1-119 Rly.  The Committee take note of the work done by the
Marketing and Sales Organisation through its various
services and agencies. They would, however, suggest
that through proper studies the economies of each
service such as Container Service, Freight Forwar-
ders Soheme, Super Express (Goods Services, eto.,
should be evaluated so that necessary measures
could be taken to improve the services and extend
them in the interest of attracting more traffic to
Railways.

13 1136 Rly. The Committee note that against 178 locomotives antie
cipated to be produced at Chittaranjan Locomotive

Works in 1969-70 only 98 locomotives of different

types were manufactured. Similarly in the Diesel

Locomotive Works, Varanasi, only 82 locomotives

were produced in 1969-70 against an anticipated pro-

duotion of 105 locomotives, The short fall in the

production has been attributed to non-materialisa-

' tion of anticipations in regard to supplies of ruw
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meterials and components from local as well as
foreign sources. In the case of DLW besides other
extraneous factors, the release of foreign exchange
for import of vital components was delayed, which
necessitated slowing down of production. So far as
supplies of raw materials and components are con-
cerned, the Committee would urge better planning
and advanted procurement so that these do not
hold wup production schedule. The Committee are
perturbed to note the delay of 4 to 6 months in
the release of foreign exchange for imports of compo-
nents which affected adversely the produetion pro-
gramme. The Committee desire that there should be
better coordination and advanced planning to secure
foreign exchange alloeations in order to impert in
time the requisite ocomponments to sustain the pro-
duction programme.

The Committee feel that any shortfall in the targetted
production which is always related to the installed
capacity of a production wnit, not only adds to the
overall cest of production but also results in under-
utilisation of the installed capacity. As against the
projected production of 325 locomotives during the
period from 1966-67 to 1970-71, the actual production
of only 216 locomotives at CLW during the same
period would mean that a portion of the capital in-
vestment remamed unutilised during this period.
This could also in a way imply over-capitalisation
with allits attendant disadvantages. The Committec
would therefore like that all out efforts be made
to ensure that the installed capacity of the produc-
tion units is utilised to the optimum level.

As regards the marked inorease in 1969-70 when com-
pared to 1968-69 in the cost of production of W.G.
Steam locos and ACFT electric locos produced by
CLW, the Committee are not convinved with the
ressons given such as inoresse in the oost of labour
and raw materials eto. whivh are common factors in
sll the produotion unitsa. The natural inference
therefore wounld be that beoause of shortfall in pro-
dootion the overhesd expenses debitable to each
unit sotually produeed got enhanced and henoce the
overall production cost hss gone up. To that extent
the ocontention that the shortfall in production has
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13 1-141 Rly.
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2 2-16 Rlv.

not affected the absorption of overhead costs does
not sound convincing,

Aunother point on which the Committee would like to
comment ix that although the cost of production of
locomotives or ccaches may not be comparable to
similar locomotives and coaches imported earlier, an
attempt should be made 16 find out the ex-works cost
of similar or comparable units heing turned ont by
the collaborutors in their own countrv as alwg the
prices prevailing for comparable relling stock turned
out by leading mwanufacturers in the world.

The Committes are eonfident thar with sustained efforts
it should be possible to bring down our costs furthef
and thus improve our competitive  position in the
export market,

The Commirtee would like that the comparative studv
of the perfurmance of the die-l locomnrives prudu('e-d
by DLW and eleetrie locomot ves produced by CLW
vixs-ris the imported locomor ves should he .Comple-
ted atan varly date <o a< 1o effeet improvements in
our Iocomutives.

Coneerted efforts should also be made to progressivels
increase the indigenous contents of the Ilr::rl:ﬁnxr‘i:lei
manufacture! i CLW and DLW, There .shoul&
he a time bound programme for developing  manu-
facture of suck components whick are at pre<ent being
imported, so that we can artain self-reliance at the
earliest,

The Committre note thit the Benres of surplus of loca-
motives as ealeulated bv Audit are not Leing aceepted
by the Railway Board now and it was plvm"l(’d by the
Chairman, Railway Board. during evidence that an
opportuity might be given 1o give the eorrect Hueures,
From the written note furnished to the Comuittee by
the Railway Board it is observed that the figures in
n-;_v;frd to reguieenient and surplus of jocomotives
during [966-67 to [968-G9 have still not been furnishied.
The Committes would, therefore. ke that the complete
information inheating the method of caleulation of
locomotive holdings, requirements and surplus for all
these vears may be furnishied duly vetted by Audit.

L{J(D)3LSs—13
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21 217 Rly. However, coming to the specific quesiton of locomotive
holdings on the Railways, the Committee would like
to emphasise that as the assessments of locomotive
requirements made from time to time form the basis
for their procurement in future, these caleulations
should always he hased on realistic norms, The Railway
Board should glso evolve a sitisfactory basis for future
planning and acquisition of locomotives.

22 2:29 RIy. The Committee regret to ohserve that the scheme for
improvement of water supply at Suratgarh approved
in 1959 could fructifv only in 1971 i.c. after more than
eleven years. The time taken in sanctioning the detailed
estimates a8 also in starting the work was considerable.
The Committee feel that delay at various stages could
have been avoided with proper planning and codtdina-
tion,

23 2:30 Rlv. It has been stated that the main cause for the non-
completion of the work was delay in getting possession
of the land from the State Government. This ind cates
that the question of acquisition of land was pursued
by the Ratlway Administration with the State Govern-
ment in a routine manner. If the matter had been taken
up at the appropriate higher level. the land could have
been acquired much earlier and delay in the completion
of the work avoided. The Committee would like that
the whole matter should be thoroughly investigated
with a view to fixing responsibility for delay at different
stages,

24 245 Ely. The Comm'ttee note that a thitd goods termninal
]\'urukk pet in Madras was bu It at a cost of about
Rs. 1405 crores in December. 1965 on the ground that
the : gprcpate traffic m Madras area world be about
240 wagons. The Committee. however, find that the
total i mbor of wagois handled o Madras ares since
1965 hove remuisied on an average less than 170 il
F970-71 1 1t wes only i the fisst s x months of 1971-72
that there was all cTease to 186 Wagons ot all average
per duy.  The Corunittes alse find that despite the
constroct o of the thrd term'nal goods shed. there hus
been no mrked reduction in the average detention to
WAL,

[
ot
[$e]

‘46 Rly. The Committee note thut the Ratlways are carrying out
an evaluation of the facilities provided at Korukkuput
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terminal goods shed. The Committee would be interest-
ed to know the findings.

26 247 Rly.  The Committee have no object'on to development of
adequate facilities for handling traffic (passenger or
goods), particularly in metropolitan arcas. provided
these are fully justified on economic considerations.
The Committee would like Railways to remember
that any capital investment by wayv of provision for
additional goods shed etc. carries  obligation to pay
dividend to the exchequer. and decision for invest-
ment, therefore. should he made after most careful
consideration of all factors,

2-48 Rly. The Committer note that the Railways have explained
during evidence that the figures mentioned in the Audit
Paragraph about the peak handling of wagons at Salt
Cotaurs are inclusive of the coal load~ meant for the
Madras Electricity Siding and loco coal wagons for
Basin Bridge Loco Shed ete. The ommittee wish
that the necessary clarification should have been
given to Audit at the time the draft Audit Paragraph
was received by the Railways, The Committee would
like Railways to make sure that in future great care is
tuken in processing the draft Audit paragraphs and
that all relevant facts are brought fully to the notice
of Audit without delay.

to
-1

28 263 Rly. The Conmmittee find that the decision taken in October,
1866 to continue use of diesels on the Sahibganj Loop
which bhad been introduced as & temporary  measure
was based on the consideration that the cost of invest-
ment on the hine capacity works required for haulage
of the expected trathie by steam traction would be
much more as compared to the expenditure involved
in retaining the diesels on a permanent basis. It s
however, seen that before taking a decision no  realistic
appraisal of the traflic requirements was made. The
traffic projections made in 1964 in regard to the level of
traflic on different sections of the hmp in 1970-71 had
remained unrealised. During the period 1961-65 to
1966 67 thy trafic had comained more or  less
stationary  amnd  hence  the  augmentation  of
line  capacity  was not at all necessarv,  Had
this aspect been taken into account it would have
been realised that the trafhie on the section could well
be managed with steam traction without provision of
any new line capacity works. As the Audit have pointed
out that even upto 1969-70, most of the traffic in sec.
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31 2-74
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tions beyond Barbarwa to Kiul was being managey
mostly bv steami traction. Although the Ra:l\\d\
Board have not furnished details of traffic bemg haulig
Ly steam and diesel traction separately it can 1.
presumed that only few diesels are deployed on 1},
section. The Railwa 1y Board have also accepted tiys
“as a matter of polmy. wherever possible on econonic
and operational grounds, more of steam traction tluy
diesel should be used on Eastern Railway. than «y
sections of Nouthern and Western Railways.”

In view of the atiove, the Committee would recomme
that the whole question may be re-examined with
view to find out wheiher the qamall portion of
traffie on the Rahibgan] Loop heing hauled by dies i
cannot be managed with steam traction and ulw
whether the diesels deploved on this seetign canno
niore advantageously he pressed into service on ot
important sections of  Railways where the  dived
traction is more ccononiecal,

The Commnutter rearet 1o observe that the ( hunur Yt
remodelled at a cost of R 28 luklis, with a view 1,
dead with the additiomad trathic anticipated to nuate
rialise. has now been found to be avordable, 7Ti.
Committee cannot but deprecate the huge investnoon
made on the remodelling work,

The Connitter recomtuend that as a natter of polc
before deciding on a Jarge mvestment on najor vari
the possibility of rationalising the operations at b
connected vands, terminals cte should be investignto!
i depth, Suck an exercise should e faet form
essetitial part of the justification which shoull 1
eritically gone into Iwfore acconling sanction.

The Conmuttee would also recommend that  efforr

should now be made to derive muxinum benefit fron
the Chunar Yard by en-uring that 3t = put to oprinen
e,

The Coranitter pote that us the supplies o § transfore o
frome Heavye Elegtricel (Indiay Limited, Bliopal o»
whom orders for 118 transfomuers were placed betwe s
auary 1965 auud Beptember, 1966 bud not n.ntorin}iwd
to the extent promised. the Raibway Board decided 1
Nevenber, 1967 to import 40 traformers to buihi o
Fuffer stock and uvoid any break in the production ot
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locomotives. 1t is seen that in the ivitial stages due to
som - teething troubles Heavy Eleotricals (India)
Limited, Bhopal were not able.to keep up the supplies
as promised but from January, 1968 the supplies were
more or less according to the schedule indicated by the
Chairman and Managing Director of HEIL, Bhopal in
his letter of st January, 1968, As against this the actual
production of locomotives did not materialise according
to anticipations, Against a target of 21 locomotives
only 156 locomotives were turned out by CLW between
1967-68 to 1970-71. Thus although the decision to
import transformers was based only upon the shortfall
in the production of transforners the other equally
important factor namely the production programme of
locomotives  which would  determine the need for
transforiners was neglected. In the circunistances the
supplies of  transformers from Heavy Electrical
(India) Limited, Bhopal would have proved adequate
for the manufacturing progrinume of A.C. locomotives

by C.L.W.

The Committee are foreed to the conclus’on that there
waa o [aflure on the part of CLW/Railway Board (1)
to make a realistic appra’sal of the prduction targets
of the A. C. lveomotives. and (i) to estmate the
availabilty of transformers from mdigenour, source
to match with their production programme. This
resulted 0 an avoidable import of tranformers
costing Bs. 60°52 lakhs in foreign exchange besides an
extra  Rupee expenditure of Rs. 22701 Jakhs compared
to the cost of mdigenous transformers. The Committee
woulil hke the Railway Board/manufacturing units
to take a lescon from this instance and ensure that
machinery and equipment are imported from abroad
only if these are required in the interest of sustaining
a realistic manufacturing programme.

The Committee are disappointed with the mauner in
which the case for indigenous development of an
intricate sighalling istrument namely token-less block
instrument for single line was dealt with by the Rail-
way Board. In the first instance it is seen that after
the rubm’s<ion of the prototypr of the instrument by
thefirm on the 19th Novaber, 1965, & firm contract
was required to be placed on the firm within four
months i.e. by 18th March, 1966. Even though the
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tests on the prototype were completed in February,
1966, the Railway Board failed to plsce the order on
the firm by the due date or to seek extension of time or
to cc mmunicate with the firm about the modifications
sugges cd in the prototype. As admitted by the
representative of the Railway Board during evidenge
this was a serious lapse for whuch the Committee would
like the responsibility to be fixed.

36 3-54 Rly. Secondly there i no indieation that after the finn
rfused to acoept the contract any negotintions were
held with them about the priee and other terms and
conditions in order 1o resolve the matter. The dis-
cussions held with the firm on 24-6-66 ard 27-6-66
only attempted to convey to the firm, "‘the conrequen-
ces f not accepting the price and other terns.’” In the
sontext of devaluation and inerease in the prives which
were known to Railway Board it was only reasonable
that the matter should have been fully gone into, The
haste with which new tender was floated on 14-7-66
only indicates that the Railway Board did not care
to negotiate with the finm who according to them had
shown an ‘‘unbusiness-like attitude.”

37 38.55 Rly. Thirdly when the same firm made a fresh offer in res
ponse to the new tenders floated on 14-7-66, it was not
considered because this was not the lowest. However,
while aceepting the lowest offer {from another firm, the
Railway Board overlooked certain important points,
These were:—

() No proper investigation into the eapahility of the firm
whose offer was the lowest, was made. This was of
particular importance because the Railway Board
were well aware that the instrument was a compli-
cated one and the previous firm had taken ubout
two years to produce an aceceptable prototype.

{#2) The price quoted by the firm whose offer was ac-
cepted was not realistic in the context of other offers
received. The Railway Board have admitted that
between 1964 and 1966 the extent of price increase
ranged between 209 to 1389, It would also be
pertinent to mention that the firm in question (whose
offer was not considered) while offering a reduction
in the price quoted by them earlier suggested to the
Railway Board to fix the price taking into considera-
tion the cost of produotion and a permissible profit.
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38 3-56 Rly. Trom the foregoing the Committee are led to the

b P

39 3-93 Rly.

10 3.94 Rly.

conclusion that the case has not been handled in the
hest interest of Government. Had the Railway Board
considered the realities of the situation they would
have entered into meaningful negotiations with the
defaulting firm, whose merits they fully realised, and
artived at mutually acceptable terms. Their failure
to do so has cost the exchequer some valuable foreign
exchange and the indigenous development of the
instrument has also suffered a set-back. The Commit-
tee would like the Railway Board to ensure, that the
present and anticipated requirements of Railways for
tokenless instruments are fully met by indigenous
services and at most eompetitive prices. The Com-
mittee would like to be informed of the actual progress
made in this behalf.

The Committee are distressed to note that following a
spate of fractures on the imported rails laid on the
Northeast Frontier Railway, all the rails had to be
replaced within a period of 10 to 12 years agdinst the
normal code life of 60 years. The premature replace-
ment has cost about Rs, 1 crore,

From the available material it is noticed that despite

several enquiries at different stages it has not been
possible to fix the responsibility on the manufacturers
for manufacturing defects, This is partly due to the
fact that because of the divergent views about the
causes of fractures given by the Chemist and Metal-
lurgist, North Eastern Railway, Joint Director
(Chemioal and Metallurgieal) Chittaranjan and RDSO,
no firm conclusions were drawn well in time. The
(ommittee regret that the Railway Board failed to
make any conclusive investigations into the real causes
of the fractures noticed on the North Eastern Railway
-during 1961, In view of the conflicting views held
by the experts about the causes of the fractures it was

~ only appropriate that detailed investigations should

have been ordered to establish whether the defects
could be attributed to deficiencies in manufacture.
-At this stage the Committee can only deplore the

“'manner in which the matter was gone into which
. ultimately led to a loss of a crote of rupees on account
“Z:of .premature replacement of rails besides carrying
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with it serious risk of loss of life and pmpe‘nty before
the defective rails were replaced.

The Committee would like the Railway Board to carefully
analyse the case and evolve a procedure by which cases
of premature failure of rails are thoroughly investigat-
ed so as to take timely action against suppliers,

The Committee regret to observe that though the Rail-
way Board initiated action in 1964 for procurement
of concrete sleepers by inviting global tenders, drawingg
and specifications for the inserts which were to be
cast along with concrete sleepers were finalised only
in Octobher, 1967. The two firms ‘A’ and ‘B’ on whom
orders for supply of 4 lakh’ inserts were placed in May,
1968 and who were required to complete the supplies
by April, 1969 could commence their producfidn only
after July, 1969 when the modifications in the speci-
fications of the inserts were finalised with the help of
Research, Design and Standards Organisation.

It is secn that at the time of first tender out of the
97 firms in the country who tendered and who were
known to possess capacity for manufacture of these
fittings only 2 firms ‘A’ and ‘B’ could be selected for
placing orders for production of inserts and in the
second tender opened in April, 1969 out of the 18 firms
which tendered, the sample of only one firm, viz
firm ‘A’ on whom orders had already been placed on
the basis of earlier tender, was found satisfactory.
This only indicates that the item was difficult to manu-
facture and hence there was need for advance planning.

During evidence the Chairman, Railway Board stated
that the possibility of getting these inserts manufac-
tured departmentally was explored but in the absence
of advance planning and provision of connected equip-
ments it was not found possible to meet the urgent
needs and therefore they agreed to the price increases
asked for by the two firms even though they had not kept
up the delivery schedule. The Committee find that
in view of the developmental difficulties the production
of concrete sleepers had not yet picked up. In fact,
against an expected production of 20,000 sleepers by
December, 1969 only 3,942 sleepers were actually pro-
duced. In view of the very slow progress in the manu-

facture of concrete sleepers, the element of urgency
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pleaded for the increase in the rates allowed to the two
firms does not look very convincing. Had a realistic
assessment of the requirements of inserts been made
the additional order for 3 lakh inserts placed on the
firm ‘A’ after agreeing to the enhanced rates could
have been postponed. The Committee would like
the Railways to learn a lesson from this lapse and
ensure that such instances do not oceur.

46 3-141 Rly.  The Committee are unhappy to observe that in complete
disregard of Section 480 of the Railway Code, an un-
usual condition specified by the tenderer in his offer
for purchase of scrap was accepted without adequate
scrutiny. Besides this, no formal agreement providing
for essential safeguards like sale at the risk and cost
of the contractor in the event of default by the con-
tractor was executed. During evidence the Chairman,
Railway Board admitted that there was a lapse in this
case and promised to institute an enquiry into the
whole affuir. The Committee are informed that an
enquiry committee has since been constituted. The
Committee would like to be apprised at an early date
of the action taken for fixing responsibility on the
basis of the findings of the enquiry committee,

46 4-45 Rly. The Committee regret to observe that prior to place-
ment of import orders for mobile flash butt welding
sets in May, 1962 detailed investigations were not
made by the Railway Board to find out whether mobile
plants with their own generating sets or fixed plants
which could be fed with outside power would be more
suitable for their requirements. The desirability of
importing the welding sets without power equipment
was brought to the notice of the Rallway Board both
by the suppliers of the equipment and the Eastern
Railway Administration well before the placement of
order and even otherwise the Railways had previous
experienoe of working both mobile as well as stati
type of welding plants but still it was decided to go in
for mobile units with power equipment. It is further
seen that in February, 1963 the Railway Board issued
instructions to keep the mobile units mounted on
stagings instead of on special wagons as it was felt
that the plants would not require frequent shifting,
Following this decision the South Eastern Railway
Administration was allowed to run the imported imobije
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plant as stationary unit fed with power from the State
Electricity Board. The policy of ordering mobile
units was, however, not subjected to & review nor
were any instructions given to Western & Southern
Railways who were yet to receive the imported plants,
about the desirability of working the plants with
direct power.

47 446 Rly. The Committee further note that in the periodical meet-
ings of the Railway welding pfant engineers held in
September, 1963 and May, 1964, the question of savings
antieipated in running the welding plants with power
obtained from outside source of supply w.s considered
and brought to the notice of the Railway Board through
the minutes of the meetings.  Despite this  the
Railway Board did not make any change in the order
for the fwither thiee sets placed in” Ap.il, F%2. A
final decision abour keeping all the welding Iplants
stationary w s, however, taken in August, 1967 after
the report of a French xpeit who visited all the {Flash
Butt welding plants on the Indian Railways.  The
Commm.ttee fee. th.t if the Railway Board were not
inclined to rely on their own past experience it would
have been much better to have the opinion of an expert
well before the decision to import. 6 mobile units was
taken,

48 447 Rly.  'he delay in tuking a decision for keeping the welding
plants stationary to be fed with direct power from out-
side source not only resulted in the avoidable import
of power generating units attached to the welding
plants Lut also enhanced the cost of welding which was
cheaper to the extent of Rs. 5 to 6 per joint if power
was obtained {rom outside source of supply.

49 4.4 Rly. The Committee alsg feol that the time taken for in-
stalling and commissioning the plants was exoessive
in many cases,  Although, on the Western Railway
the plant was commissioned within a period of about
9 months yet on other Railways it took a very long
time ranging between 14 years to nearly 4 years, Be-
sides this there was abnormal delay in taking the ques-
tion of power supply with the respective State Electri-

- city Boards. For example on Soutliern Railway the
plant was commiseic ned 1 Auguss. 1965 but the corres-
pondence to obtain power from the State Electricity
Board was initiated on 18-6-70 i.e. after about 5 years
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©°50 4-91 Rly.

51 4'92 Rly.

52 4-93 Rly.

53 1-94 Rly.

54 511 Rly.

The Committee note that as a matter of deliberate
policy the}Railways havelbeen gradually reducing the
use of non-durable wooden sleepers. This has resulted
in a lesser off take of raw sleepers by the {Railways from
the availabl: sources such as state forests and conse-
quently the four sleeper treatment plants of the Rail-
ways established at a cost of Rs. 88-49 lakhs are not
being utilised to the maximum extent possible. Be-
cause of under-utilisation of the plants the cost of
treatment of sleepers per cubic metre bas risen from
Ra. 47-00in 1964-65 to Rs. 7800 in 1968-69,

According to the Railway Board whereas the wooden
g'eepers of durable type are considered as satisfying
all the technical requirements of slecpers and as most
suitable for the track, the non-durable sleepers do not
give satisfactory service and arc comparatively ex-
pensive because of their short life. The assessment
of short service life of treated sieepers made by the
Railway Board has been disputed by the principal
Stite Forest Officers and the Forest Research Insti-
tute,

During evidence the Committee were apprised that
because of better maintenance technique followed and
differences in conditions in foreign countries the non-
durable sleepers after trcatment gave good service
for long time. It was also brought to the notice of
the Committes by the Inspector Gencial of Forests
Government of India that because of the policy of
Railway Board the State Forests were facing a shrink-
age in the demand of non-durable wooden sleepers.

In view of the above the Committee feel that there is
need for reappraisal of the Railways™ policy in regard
to use of non-durable wooden sleepers. The Commit-
tee are informed that the Railway Board have set
up an expert Committee to go into the entire questions
The Committee hope that a suitable policy will be
evolved a . a result of the Expert Conmittee’s delibera-
tions. They would like to be apprised of the decisions
taken in due course.

The Committee note that during 1970-71 the Railways
spent Rs. 58 lakhs on various projects connected with
metropolitan transport. The Committee d es're that a
decision should scon be taken i consultation with
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Audit, if necessary, as to how the expenditure in con-
nection with the Metropolitan Transport Projects is to
be shown in the final accounts of the Railways con-
cerned.

56 5'12 Rly. The Committee attach great importance to development
of adequate transport facilities in metropolitan areas
and would like Government to give highest priority
to drawing up and implementing integrated plans for
meeting the transport requirements of common man
in these densely populated areas.

5 5:31 Rly. Trom the chronological sequence of the various orders
passed and the action taken by the Railway Board and
the Western Railway the Committee find that the
time taken in arriving at certain declsions watHhduly
long. For example the first reference from the Wes-
tern Railway recommending further reduction in the
concession rate was issued on 4-5-65 while a decision
of the Railway Board on this was communicated to the
Western Railway on 4-11-66 ¢.c. exactly after 1} years.
Similatly on another letter sent by the Western Rail-
way on 16-9-67 in which it had been pleaded that there
was no case for further reduction in the concession rate
because of change in circumstances, the Railway Board
could finalise their decision on 16-5-70 4. ¢, after a
lapse of 2% years. Again a proposal regarding com-
plete withdrawal of concession made by the Western
Railway on 14-8-70 was agreed to by the Railway
Board on 1-6-71 i.c, after a period of more than nine
months. This does not speak well of a commercial orga-
nisation like the Railways. Since any delay in taking a
decision has its financial implications, the Committee
need hardly emphasize that decisions should be taken
without any avoidable loss of time. As has been point-
ed out by Audit the special concessional rate of Rs.
4+30 per tonne levied during the period from September,
1967 to June, 1970 (when the matter remained under
consideration) but withdrawn thereafter had resulted
in loss of revenue to the extent of Rs. 5-85 lakhs., The
Committee takes a serious note of this and would like
to recommend that suitable instructions be issued to
all concerned to abviate recurrence of such cases.

57 5-32 Rly. The Committee are also unhappy about the serious
procedural lapses at various stages that have come to
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their notice. In this connection they would like to
point out that although the representative of the firm
had met the Minister on 20-10-66 and the Joint Direc-
tor (Rates) was present at the meeting the latter re-
corded a note relating to the meeting on 19-6-67 after
cight months, The Chairman, Railway Board ad-
mitted that this was a procedural lapse. The Com-
mitteo would like that the officer concerned should
be asked to give an explanation for this omission and
appropriate action should be taken. Suitable instruc-
tions should also be issued to avoid recurrence of such

ormissions,
68 5.47 Rly. The Committee note that as a result of the recommenda-
—— . tipns made by them in pava 11 of their 40th Report
T (Second Lok Sabla) and in Para 95 of the First Report

(Third Lok Sabha) the nunber of works sanctioned
under urgeney certificates has been considerably brought
down from year to year. The Committee desire that
Railway Board should exercise utmost care before
sanetioning works under cmergeney provisions, As
a rule only small works of really emergent nature
should be sanctioned under urgency certificates. The
Committee feel that under no circumstances huge works
costing crores of rupecs and requiring years for gom-
pletion should be sanctioned under urgency certificate
unless the Board is otherwise satisfied that the work is
really urgent. Even in such cases estimates should
be finalised on urgent basis and no expenditure should
be incurred before the estimates are properly sanc-
tioned.

General

59 5'48 Rly.  The Committee have not made recommendations/ob-
servations in respect of some of the paragraphs of the
Report of the Comptroller & Auditor General of India
for the wvear 1969-70-—Central Government (Rail-
ways). They expect that the Ministry of Railways
(Railway Board) will take note of the contents of the
other paragraphs dealt with in the Audit Report and
take suitable remedial action in consultation with
audit where necessary.

LJ3(D)8L,88 —~1,250 —28.5-72—G1PS
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