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INTRODUCTION 
I, the Chairman, Estimates ,Committee having been authorised by 

the Committee to submit the Report on their behalf present this 
Thirty-first Report on the Ministry of Railways on the subject 
"Finance & Accounts". 

2. The Committee wish to express their thanks to the Chairman 
and Members of the Railway Board and other Officers of the J4inis.. 
try of Railways for placing before them the material and informa-
tion that they wanted in connection with the examination of the 
estimates. They also wish to thank the representatives of the 
Federation of Indian Chambers of Commerce and Industry, New 
Delhi, the All India Manufacturers' Organisation, Bombay, the All 
India Federation of Transport Users' Associations, Bombay, the 
National Federation of Indian Railwaymen, New Delhi, and 
Sarvashri H. N. Kunzru, M. P. Shanti Prasad Jain, L. P. Misra, 
K. C. Bakhle, I. S. Puri, V. P. Bhandarkar and B. B. Varma for 
giving their evidence and making valuable suggestions to the Com-
mittee. 

HALV ANTRAY G. MEHTA. 

NEW DELID; 
The 22nd March, 1956 . 

Chatrman, Esttmates Committe. 
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FUNCTIONS AND ORGANISATION 

Funetions 

The functions of the Accounts Department of a Railway are stated 
in the relevant Departmental Code to be as follows: . 

"The Accounts Department of a Railway is mainly responsible 
for-

(a) the internal check of transactions affecting the receipts 
and expenditure of the Railway; 

(b) the prompt settlement of proper claims against the 
Railway; 

(c) keeping the accounts of the Railway in accordance with 
the prescribed rules; 

(d) helping the administration and executive -officers of the 
Railway with advice whenever. required or found neces-
sary, in all matters involving Railway finance; and 

(e) seeing that there are no financial irregularities in the 
transactions of the Railway." 

Organisation 

2. The organisation of the Accounts Department is under the eon-
trol of the Financial Commissioner for Railways. OD each, Zonal 
Railway and for the Ganga Bridge Project there is a Financial 
Adviser and Chief Accounts Of1icer in the Senior Administrative 
rank, and in the case of the Chittaranjan Locomotive Works and the 
Integral Coach Factory, Perambur, there is for eaeh a separate Fin-
ancial Adviser and Chief Accounts Ofticer in Junior Administrative 
rank. 

Railway Board 

3. The organisation of the Railway Board in so far as Finance' & 
Accounts are concerned consists of the Financial Commissi(mer who 
is the representative of the Ministry of Finance fn-and is a fUll 
Member of-the Railway Board. lie is vested witn ~he tun powers 
of the Government of India to sanction railway expenditure, and is 
an ex-officio Secretary t6 the Government of Ind.ia in the MinIstrY 
of Railways in financial matters. No proposals inv:olving expe~di­
ture or. affecting Railway Revenues can be sanctioned without ·bis 
prior concurrence. He has the right to refer dire<;tly to the Finance 
Minister any financial issues on which he finds himself unable to 
agree with the views of the Minister in charge' 01 the Railway 
Ministry . 

. 4: For the purpose of assisting kim in the ftnancial scrutiny of all 
proposals lor expenditure on Establishment, Works, Rolling Stock . 
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etC. as well as Planning which require the sanction of the Ministry .. 
the organisational set-up in the Board's office consists at present of 
a Director, Finance (Expenditure), two Joint Directors one of 
whom is concerned with Planning, two Deputy Directors, Finance, 
and a number of staff at lower levels. Besides this, for the purpose 
of compilation of accounts and the Railway Budget, as well as for 
the general administration of the Accounts Department, he is assist-
ed by a Director, Finance (Accounts) a Joint Director, a Deputy 
Director and an assistant Director with a number of staff at lower 
. levels. 

5. The cost of the staff employed in the Railway Board on this 
organisation is not separately maintained as the organisation is 
treated as part of the Railway Board. The number of staff em-
ployed in the various years is, however, as follows: 

Years 

1951-5% 
195%-53 
1953-'4 
1954-55 

• • • 

Classes 
I & II 

18 
14 

• 16 
14 

Class Class 
III IV 

78 IS 
8% 16 
9Z 16 

106 19 

-_._---- ._--_ .. __ .•. __ .. _ ... --_ .. - .. ----_._----

Total 

III 
lIZ 
124 
139 

6. The Committee would recommend that for purposes of assess-
ing the exact cost of the Accounts and Financial organisation, the 
expenditure booked thereon should be separately maintained. 
Zonal Railways 

7. The Financial Adviser and Chief Accounts Officer of a Zonal 
Railway functions in a dual capacity, but he has two separate or-
ganisations under him for these purposes. 

8. To assist him in his function of financial scrutiny of all pro-
posals for expenditure on staff or Works and to give financial advice 
thereon, there is a Financial Wing under him consisting of a Junior 
Administrative Officer designated the Deputy Financial Adviser 
generally with one senior scale and one or more Assistant Officers 
and other staff under him. Moreover, the Deputy Financial Adviser 
under the supervision of F.A. & C.A.O. has also to co-ordinate and 
consolidate the budget estimates of the various Departments of the 
Railways and finalise all such estimates, such as the August Review, 
the Revised and Budget Estim.ates for submission to the Railway 
Board. The Deputy Financial Adviser is required to scrutinise the 
provisions asked for by the various Departments with reference to 
the explanations given by them for variations between the previous 
year's total and the current year's total and the current ye~s Bud-
ge~ Grant, as well as the variations between the Revised Estimates 
for the current year and the Budget Estimates for the next year. 
making suitable alterations wherever considered necessary in con-
sultation with the Departments. The Budget grant of a railway is 
distributed by him to the various departments, and he carries out 
,reviews of expenditure against tl:e grant during tbf course of.· the 
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year as well as the final modifications of the budget required to-
wards the end of the year. The Works Programmes are examined 
in the Finance Branch and their comments on each work are incor-
porated in the programmes before they are submitted to the Board. 
That Branch also carries out periodical reviews of works expendi-
ture as also provision for stores transactions. 

9. Besides this, it is the function of the Deputy Financial Adviser 
to assist the administration in the examination of all proposals of 
significant financial implications for expenditure on staff or on 
works, including the preliminaries for entering into contracts for 
works or purchase of stores like tenders, and the execution and 
discharge of these contracts and problems arising out of them. 

10. For the internal check on receipts and disbursements in prl!-
audit and the compilation of accounts, the F.A. & C.A.O. is assisted 
by two Deputies except in the case of the South Eastern and East-
ern Railways where there is only one Deputy. The scope of the 
accounts which extends both to receipts as well as disbursements of 
all expenditure is entirely pre-audited by the Accounts Department. 

11. A statement showing the number of staff and the expenditure 
incurred on them in the Accounts Department of the vanous Rail-
ways is placed at Appendix I. 



II 
CONTROL OVER EXPEJ.~DITURE 

(i) Ordinary Working Expenses 
12. In the context of the increasing tempo of Railway activities, 

the need for a strict economy is apt to be over-looked. But it is not 
a very wise policy to look for economy only in the years of financial 
difficulties. It is still less wise not to have the instruments for 
effecting economy ready, and to set about forging them only in the 
midst of a crisis. Railways ought not to adopt a complacent atti-
tude but to look ahead and be ready to meet any crisis that may 
arise. They should also realise that the money that has been made 
available for them now has been wrung from other sources. many of 
them of equal importance to national prosperity. 

13. The Ordinary Working Expenses in Railways have shown a 
steady increase since 1938-39 when they stood at '54.01 crores. In 
1954-55 they were 205.87 crores which excludes the element of 
freight on railway stores and coal. The following statement shows 
the ordinary working expenses since 1938-39: 

Year 

J938-39 
1939-40 

1940-4J 

1941-42 

1942-43 
1943-44 
1944-45 
1945-46 
1946-47 
1947-48 
1948-49 
1949-50 
1950-51 
;.,,1-52 
'1952-53 
1953-54 
t9S4-55 

" 

'*Piaures not furnished by the Railway Board. 

Ordinart orking 
Expenses 

(In Crores) 

54'01 
54'77 
55'62 
63'54 
68'98 
90' 10 

123'34 
14S'09 

* 
• 

160'41 

181'53 
180'23 
194'94 
187'96 
201'47 
2OS'87 
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It appears that about 65% of the increase of abo\lt B.s. 40.6 croTes 

during the period from 1950-51 to 1954-55 after subtracting from 
the 1950-51 fi~ures 15 crores, roughly representing the element of 
freight· on RaIlway stores is due to staff charges and the balance 
partly to increase under repairs and maintenance (other than the 
staff element) and partly to expenditure on fuel etc. 

14. During the course of the Second Five Year Plan, the expendi-
ture under ordinary working expenses will be further increased due 
to various staff concessions and on account of various other reasons 
such as increases in traffic, additional labour welfare works etc. 
An approximate estimate of this increase in expenditure may be 
placed at about 70 crores so that by the end of the year 1960-61 the 
Ordinary Working Expenses may well be over 275 crores. 

15. If, therefore, by a strict control of expenditure a saving of 
even 2% could be effected, the annual saving to the Railways would 
be about 5 crores. Since it is well known that the efficiency of 
working is very low at present on the Railways, the possibilities of 
effecting economy of this nature cannot be considered to be remote. 
The Committee have accordingly given careful attention to the 
procedure adopted for control of expenditure on Ordinary Working 
Expenses in the Railways. 

16. For the speedy disposal of public business, the Central Gov-
ernment have delegated most of the powers in financial matters to 
authorities subordinate to them with provision for re-delegation of 
their powers to lower authorities, and in order to provide such 
authority with funds to meet the expenditure during the financial 
year, specific sums (budget allotments) are placed at their disposal 
at the beginning of each financial year out of the grant voted by 
Parliament and the {lppropriation sanctioned by the President. 

17. While the powers to incur expenditure are vested in the 
eXk.Q(!utive officers and the responsibility for control of expenditure 
devolves upon the authority at whose disposal the allotment has been 
placed, it is an important function of the Accounts Officer in his 
capacity as a Financial Adviser to assist the controlling officers in 
the exercise of such control and to see that the canons of financial 
propriety are observed while incurring the expenditure. 

18. At present the expenditure on ordinary working expenses is 
. analysed further under sub-heads and detailed heads. Wherever 
possible the .expenditure for each unit of working such as the Dis-
trict, Region etc., is also booked separately. The total expenditure 
during 1954-55 under the various Abstracts of the Zonal Railways 
is shown at Appendix IL 

19. The Committee have carefully examined the procedure adopt-
ed for the control of ~penditure on the Railways and the)" are of 
the view that the procedure is unsatisfactory and requires ImprOVe-
ment. In respect of revenue expenditure, scrutiny of the money 
spent- and the control are at present limited to seeing that the budpt 
allotments are not exceeded, that the expenditure has been properly 
sanctioned and that the canons of financial propriety are observed. 
Control is, therefore, exercised largely with a view to ful1l1llng the 
requirements of Appropriation Auiiit. . . 

• 
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20. Even though the Budget estimates are framed and works 
sanctioned after the proposals for staff & works are scrutinised with 
reference to the anticipated requirements the expenditure actually 
incurred is not at present correlated to performance and scrutiny 
and control are not exercised so as to see whether an increase or 
decrease in performance is reflected in the related items of expendi-
ture. The services rendered by the Railways, namelr. transport, 
have a commercilll value, and are measurable in quantitative terms. 
They earn a revenue directly related to the quantum of the services. 
Managerial control would reveal wastage and ineffiCiency and would 
also help in a flexible adjustment of expenditure almost simulta-
neously with changes in performance. The nature of the Railway 
expenditure is therefore, such that it should be possible to control it 
with reference to the performance also, and not as in the case of 
other Government Departments merely against Budget allotments. 
This is referred to as managerial control, as opposed to the Budge-
tary Control at present being exercised. 

21. The first requirement of an efficient system of managerial con-
trol is a satisfactory system for analysing and compiling the various 
statistics of performance. In this respect though there' are many 
directions in which improvement is possible and will have to be 
undertaken in due course they are even now compiled in a form 
which could be readily utilised for introducing a system of mana-
gerial control over the Ordinary Working Expenses. 

22. A c;orrelation of the expenditure with performance is the 
next step' necessary. A mere comparison of the total expenses 
under any particular head either of the various units for the same 
period or of the same unit for different periods serves no useful 
purpose since these expenses are af£ected by very many varying 
factors. The volume of traffic, for examJ?le, would affect the ex-
penditure booked under the head "Operatmz Expenses" in the 
various Abstracts, and a comparison of such expenses without tak-
ing into consideration the corresponding volume of traffic would 
not yield any fruitful results. Similarly the expenses under Repairs 
and Maintenance are affected by, in the case of track for example, 
the nature of the traffic carried, the climatic and geographical con-
ditions etc. Again, General Administration is a head that is affect-
ed by the nAture of the organisation, that is, whether it is Divisional 
or District and so on. 

23. All expenditure should, therefore, as far as possible be ex-
pressed in terms of cost per unit of service. The difficulty, however, 
18 in determining the service unit which can be taken for the pur-
pose of comparison for any particular expenditure as various types 
of services are involved .. No satisfactory unit of comparison can be 
evolved in most cases but an attempt has already been made in 
this direction in the published Statistics Vol. II of the Annual Be-
ports on' Railways wherein various service units have been adopted 
depending in each case on the nature of the expenditure. For' ins-
tance, the cost of General Administration required for the Main-
tenance an~ Supply ~f l.ocomotives has been converted into the 
Cost. per Uclt Mile Yleldmg figures fairly comparable as between 
Railways and for the various years in the case of each RailwflY. 



7 

24. Though voluminous statistics of this nature are available in 
the Railway Board's statistical publication, they do not appear to 
have been put to any substantial use in the control of expenditure. 
The Committee ~ however, themselves undertaken a study of 
expenditure statistics for the year 1953-54 in this manner. Some 48 
items, pertaining both to the Broad Gauge and the Metre Gauge 
were examined.. 

The statements containing these statistics, the Committee's 0b-
servations thereon and the explanations of the Railway Ministry are 
not being reproduced in this Report as they form bulky material, but 
certain general conclusions arrived at b>" the Committee as a result 
of their study are given in the sucoeedmg paragraphs. 

25. Firstly, the study revealed wide variations in the cost of 
service under all the heads between the various Railways during the 
year 1953-54. 

26. Secondly, a comparison of the cost~r unit of service during 
1953-54 with 1938-39 revealed that while in the case of some services 
the increase has been only about 50% or so, in others the increase 
has been of the order of 400 to 500%. 

27. Thirdly, it was notioed that in almost all cases immediately 
after the integration of the Zonal Railways, the level of expenditure 
has generally risen to correspond to that of the less eftlcient inte-
grab..<>d. units. It appeared that steps were not taken at, the time of 
integration to make a comparative examination of the cost of service 
in the integrated units to ascertain the reasons for the better per-
formance of some of the units, and thereafter to see that the 
standard for performance for the better units became the standard 
for the integrating railways as a whole. 

28. Fourthly, the study also revealed that some of the Railways, 
have consistently poor performances to their credit in certain. ser-
vices. Attention has particularly to be focussed on these Railways 
and on these items of services, to ascertain the particular conditions 
prevailing on those Railways with a view to seeing how far they 
could be rectified. 

. 29. A number of explanations have been offered by the Ministry 
for these differences. But these are more or less in general terms, 
and a completely satisfactory explanation would only be possible by 
a detailed examination of the corresponding figures at lower levels 
of organisation. Moreover, a quantitative assessment of the causes 
affecting performance is not available, and a detailed exaplination by 
an expert is necessary so as to work out deviation factors for these 
causes by the application of which actual performance could be 
compared with standards. For example, in the case of the third point 
referred to above, it was explained that implementation of the Ad-
judicator's Award which was also being undertaken at the. same 
time as the integration of the Zonal Railwar.s had a considerable 
effect on the eXDenditure of the individual RaIlways. It has not; how-
ever, been shown to what exact extent the implementation of the 
Adjudicator's Award has affected the expenditure and in the 

. al>sence of this the explanation offered is difficult to accept in fulL 
• 
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80. There is one other reason why the present statistics compar-
ing expenditure with Performance are insufficient for an effective 
review. Such statistics are compiled only for the Zonal Railways as 
a whole, but the corresponding figures at the Regional, Divisional 
and District levels, are not available so that it is not possible to 
trace the cause operating at lower levels by an examination of the 
corresponding figures. The Committee consider that unless atten-
tion is given to performance at all levels including the lowest level, 
review at the h1ghest level by itself would be practically useless. 

31. The Committee realise that a number of steps will have to 
be taken before it is possible to institute a managerial control of 
this nature on expenditure under Ordinary Working Expens...."S. 
First of all. the items of expenditure will· have to be separately ana-
lysed as "controllable" and "non-controllable" that is, those which 
have a more or less direct relationship with performance stati~tics 
and those which have not. The second step would be to ascertain 
which statistics of performance should be correlated to the various 
items of expenditure. The next step would be to make an exhaus-
tive study of the various causes affecting each of these correlated 
performance units and to work out a procedure for making a 
quantitative assessment of their effect as far as possible. Moreover, 
at present the District is taken as the smallest unit for purposes of 
expenditure control. While this may be good enough for many items 
of expenditure, for many others, the major sheds, marshallinr yards, 
statfons etc., should be separately considered and individua atten-
tion paid to'them. 

32. The Committee wish to make it clear that they do not pro-
pose that this procedure should be adopted in substitution of the 
existing system of Appropriation Control which will have to 
continue so long as the present form of Budget continues. Pending 
reforms in the latter, therefore, the Dew procedure would be an 
addition necessary in the interests of economy of expenditure and 
efficiency of working. 

(in Works Expenditure 
33. As in the cage of revenue expenditure, the Accounts Depart-

ment is charged with the function of assisting the controlling autho-
rities in the control of expenditure of Works for which funds are 
provided under Grants Nos. 15, 16, 17, 18 and 12A and 12B. These 
Demands pertain to Capital, Depreciation Reserve Fund, Develop-
ment Fund and Open Line Works-Revenue. The expenditure in-
curred on such works since 1950-51 is shown below: 

Railtl'av Works Expenditure (i. e., Expenditure other than Ordinary WorkinJ.' 
- Expenses.) 

-~-'-'-'--'-'--------'-----, ---------_._-
Year 

19SOoS 1 

1.951-S2 
J952 -53 
1953-54 
19S4-S~ 

Amount (in crores) 

61' 31 
70'86 
60 0 18 
64'21 
95"76 

o. 
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34. The nature of day-to-day control over this Expenditure is 
the same except that beSides the general watch oVler Funds under 
Grants and Sub-heads of Grants, detailed estimates are required to 
be prepared for each of them., and separate accounts are maintained 
for each sanctioned Work, except in the case of small items. The 
justification for Works is also scrutinised br the Financial Adviser 
and Chief Accounts Officer whose approval IS necessary before suCh 
Works are sanctioned. 

35. The departmental rules provide that, besides these checks, 
the productivity of outlay on Works which have been sanctioned on 
financial grounds should be examined some three or four years after 
they have been put into commission. 

Such an examination is referred to as a Productivity Test and 
would apply only to Works charged to Capital. The purpose of 
this is to see that Works which have been undertaken on the ex-
pectation that they would yield a certain amount of return on the 
Capital invested do in fact give such a return. Unfortunately, how-
ever, since the outbreak of the last war. no work has so far been 
subjected to such a Test. It appears that due to conditions existing 
during the war, the application of these rules was held in abeyance 
then and they have not since been revived. The Committee fan to 
understand why the rule could not have. been revived at· least in 
1950. They have been assured that instructions wIll now be issued 
for undertaking the Productivity Tests. They would, however, 
suggest that the application of these Tests should not be confined 
only to items that come up now in the ordinary course, but should 
also apply to Works which would have come for scrutiny after 1950 
if the rules had not been held in abeyance, 

36. One such work whose productivity should be reviewed is the 
construction of quarters for officers in the officers' colony in the 
Diplomatic Enclave in New Delhi, where quarters have been cons-
tructed for officers of Northern Railway at a cost of Rs. 21'23 lakhs, 
but the rent on which is expected to be only Rs. 12,534 per annum, 
that is, less than I%of the capital cost. The Committee feel that 
tAis is a very low return on the capital cost invested and desire 
that a review should be undertaken of the expenditure on all such 
officers' quarters where the return at .present is very low. 

37. In this connection the Committee would observe that a very 
large number of new works at present undertaken on the Railways 
are on grounds other than financial. Such unremunerative items 
consist of passenger amenities, labour welfare, operating improve-
ments as also unremunerative new lines undertaken for the develop-
ment of the country and are charged to open Line Works (Revenue) 
and' Development Fund. The expenditure on unremunerative items 
during the last 7 years, beginning from 1948-49 is shown below. For 
purposes of comparison the net capital outlay during the year is also 
sho~. • . . 

• 



Year 

1948-49 
1949-50 
1950-51 
I951-5Z 
195Z-53 
1953-54 
1954-55 

10 

Total expenditure on Net Capital Outlay 
unremunerative items 

(In laths) 

Z32'58 
S()(\'96 
927'31 

u6S' 56 
12IS 04 
141S'92 
1769'73 

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

(In lubs) 

34'40 
34'2~ 

25'41 
Z3"2I 
7'oS 

II'8S 
32'25 

38. It will be seen that the total expenditure on unremunerative 
works is very large in comparison with the net Capital outlay and 
that as the rules stand at present the expenditure on the former 
does not come in for any sort of financial review. Statements show-
ing the details of this expenditure since 1950-51 under Staff Ameni-
ties, Staff Quarters, Operating Improvements, Passenger Amenities, 
Labour Welfare etc. are placed at Appendix III. 

39. 'l'he major portion of this expenditure it will be noticed, is 
on Operating Improvements. Since 1950-51 the expenditure incur-
red. on these is as follows:-

Year 

1950-51 
1951-52 
1952-53 
1953-54 
19S4-5!i 

Expenditure on Unremunerative Operating Improvements 

Open 
Une 

Works-
Revenue 

209'75 
2S(> 97 
z86'73 
320-12 
38S'88 

Develop- Total 
ment 
Fund 

(In lakhs of 
rupees) 

19'84 22.9' 59 
79'22 336' 19 

109'10 395'83 
189'46 509'!i8 
lIS' z8 501'16 

40. These works are undertaken for the purpose of improving the 
operational facilities and to remove bottlenecks in transport. They 
are not expected to yield any return on the expenditure directly but 
an improvement in operational performance is expected as a n:sult 

" of ,the expenditure. When such works are undertaklen, therefore, 
-- it should be possible to state what particular increase is expected in 

the statistics of performance of the unit such as Marshalling Yard, 
Operating Section etc. where the expenditure is incurred. ~ 
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should serve as a means for reviewing the expenditure when the 
works are put into commission and when the statistics of actual 
operating performance could be compared with the anticipations in 
this regard, 

41. The Committee, therefore. desire that a Productivity Review 
of such expenditure should also be carried out as in the case of the 
Productivity Tests, and that the rules should be amended accord-
ingly, 

42, The results of all such reviews should be mentioned in the 
Reports \ of the Railways and where the anticipations expected at 
the time of incurring the expenditure are not realised, the reasons 
therefor and the action proposed to be taken in the matter should 
also be mentioned, 

(iii)Construction of New Lines 

43, The Committee have examined the cost of construction of 
new lines at present, They are informed that taking 100 as the 
index of construction cost of railway lines in 1938-39, the indices 
for 1946-47 and 1955-56 WOUld, ~ approximately 350 and 450 res-
pectively, and that the rise in ~he two year periods in between may 
be taken as being in equal slabs, The derivation of an average cost 
of construction for any gauge of track is not possible as the condi-
tions prevailing on any two constructions vary widely. But the fol-
lowing figures may, the Committee are advised, be taken as a rough 
estimate: 

Unit Cost in Rs, (lakhs per mile:) 

Cost Classification Terrain 
Important Lines Feeder Lines 

Easy Difficult Easy Difficult 

Broad Gauge 6'0 9'0-14-0 ",0 7'0-10'0 

Metre Gauge 4'0 6'0-10-0 3'0 5'0-8'0 

Narrow Gauge 3'0 4'0-6-0 2'0 3'o-S'O 

._--------------_ ... _--_._--
44, The cost per mile of some constructions is given below: 

Gauge Projo.:t 

M. C;. 8il1upuram-Tri~hinopolv 
Assam-Rail Link . 
Gandhidham-Deesa 

8. G, . Chunar-Robcrtsganj 
Mukhcrian-Pathankot 

241 LS 

- .. _-------
Year of Length Co~t in Rs, 

comple- Miles (Lakhs) 
tion per mile. 

_ ... _-'--

1939 101'25 )'78 
1950 141'04 6'05 
19's': 17°'04 ':'67 

1954 46'97 4'90 
1952 2.6' 86 14'05 

_0 ______ - _ •• _._ •••• ______ 
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45. A further analysis of costs according to the detailed items 01 
expenditure, viz., Preliminary Expenses, Land, Permanent way etc. 
,is shown in Appendix IV. ' 

46. The Committee are very much concerned to note the very 
great increase in costs of construction. They have been anxious to 
ascertain whether it would not be possible to effect any reduction in 
the costs. They have been informed that the only aspect in which 
economy is possible is in the design features of the alignment and 
that once the lay-out and standard of construction is decided upon 
the scope for economy in execution is rather circumscr\bed. They 
have been told, for example, that "in regard to those portions of 
the construction that are generally executed by contract-earth-
work, building construction, foundation of bridges and their 
masonry-the tender system ensures that competitive rates are en-
tered into on all such works. The remaining part of the construc-
tion-linking of the permanent way, erection of bridge girders, in-
stallation of signalling and train control equipment is done depart-

. mentally and labour costs are the controlling factors". 

47. The Committee are not satisfied that the scope for economy 
and for reducing the cost of construction to a reasonable level is 
entirely limited. It is possible for example that considerable wastage 
in labour and material could be avoided by efficient working. A 
more careful analysis of the number of staff employed, the quan-
:tity of material used per mile of construction etc. may reveal some 

. sources of waste. A comparison of the contract rates with the pre-
vailing market rates of the area would also be necessary, so that if 
for any reason, say on account of the size of the works etc. competi-
tion is restricted, and rates raised thereby, the Railways may adopt 
other means of construction e.g., by undertaking the works depart-
mentally or seeking the aid of the State Governments etc. The 
Committee, therefore, recommend that a cost analysis of some of 
the new lines recently constructed should be undertaken to see what 
positive steps could be taken to reduce costs of construction. The 
quantity of ~aterial consumed and labour employed. on similar con-
structions in previous years should also De compared. The Com-
mittee would also like the form of construction accounts maintained 
at present to be examined by an experienced Accounts Officer to see 
what improvement could be effected therein for the efficient control 
of materials consumed and labour employed. The Committee con-
sider that such an examination would be worthwhile since even a 
reduction of even two per cent in costs would mean a saving of over 
a crore in the Second Five Year Plan. 

(iv) Workshops 
48. Allotments of funds are made to 'the Railway Administra-

tions for the operations carried on in their workshops. Such allot-
ments are made under the sub-head, "Manufacture SuspenS&" under 
Grant No. 16 Open Line Works (additions and the details thereof 
lire shown on the Debit Side of the statement of Manufacturing 
Operations.appearing at the end of the Works, Machinery and Roll-
ing Stock Programmes which are presented along with the Budget 
papers.) The total amount of the expenditure proposed in 1956-57 
under Manufacturing Operations'is 86.38 crores. 
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49. The nature of the control of expenditure in the workshops 
is somewhat the same as in the case of the Ordinary Working Ex-
penses, that is, it is mainly an appropriation or budgetary control. 
But there is one direction in which certain additional control mea· 
sures are possible even within the present set-up. 

SO. The problems of individual or job costing will be separately 
dealt with by the Committee who at this stage refer only to the 

. general control over the expenditure in the workshops. The struc-
ture of workshop accounts is such as to permit some sort of a gene-
ral performance control. Expenditure is analysed broadly under 
Direct Labour. Direct Stores and various on Cost Charges. The on 
cost, is further analysed into General Items pertaining to the work-
shop as a whole and those pertaining to individual shops, which form 
smaller organisational units within the workshops. Various statis· 
tics of performance such as the number of Rolling Stock subject-
ed to periodical overhaul every month, the average number of 
days taken for such repairs, the number of miles run by the Loco-
motives, the quantity and value of articles manufactured in the work-
shops are also maintained. A regular analysis of such statistics, 
not merely with reference to the performance in varying ~ods but 
also comparing the performance with that of another sunilar unit 
should be very useful in effecting economies and improving effi-
ciency. I 

51. With a view to carrying out such a broad survey the Com-
mittee had called for statistics in respect of such important matters 
as number of repairs carried out, average miles run by engines 
since last periodical overhaul, time required for repairs etc. The 
information was required in respect of all the major workshops 
and for all the years since 1938·39. 'The Committee learnt with 
surprise that many of these figures were not readily available and 
it took some considerable time for the Ministry to supply the in-
formation. Even then the information has not been complete. To 
give some examples, the Kanchrapara Workshops are not maintain-
ing any record of the average miles run by engines since last periodi-
cal overhaul while figures of the average cost of repairs per passenger 
carriage are not available in respect of years prior to 1945-46. Again. 
the st'atiatics furniShed in respect of Perambur, HubU and Golden 
Rock workshops pertl!in to the period after 1950-51 only. 

52. With the figures available to them the Committee have 
examined the performance in these workshops. The information 
collected will be separately presented. The general impressions 
gathered during the course of this analysis are. however, indicated in 
the note at Appendix V. 

53. The Committee note in this connection that the C9Sts of opera-
tion in certain workshops are less than elsewhere. They consider 
that ad~tage of this lower cost of production should be taken. by 
undertaking work for other ZQnal Railways in these workshops 
wherever possible. This point should also be borne in mind when 
locating workshops. especially those w~ch are likely :to. have spare 
capacity after meetmg the actual reqwrements of a partlCular Zone, 
so that as far as possible, they might be located in those areas where 
costs of working are comparativel'y lower. 
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M. The Committee find that there is at present no uniformity ia 
the statistics regarding performance maintained in the various 
workshops, and that full use is not being made of the information 
that is available. They are of the view that a detailed comparative 
examination of the nature proposed by them could lead to effective 
economies and increased .efficiency. The Committee recommend 
that in addition to the present budgetary appropriation control, 
expenditure in workshops should also in future be subjected 
regularly to performance control, and the results for each of the 
major workshops indicated in the various individual Administration 
Reports. A general survey should also be included in the Railway 
Board's Annual Report. : I 

55. There is one other direction in which there is scope for im-
provement in control of expenditure in workshops. Rallwaysincur 
a very large amount of expenditure on equipment and machinery. 
The total amount incurred since 1950-51 on this account including 
replacements expenditure is indicated below. Th~ major portion 
of this is incurred in the workshops. ; ! 

S"pendirure 0" Machinelj' under Capital Development Fund, Depreciation Reserve Fund 
alld Opm Li"e Workf Revtl1l!C 

Year 

1950-S1 
1951-S2 
195~-S3 

1953-S4 
J954-5S 
1955-56 

1956-57 

Amount (In crores) 

2'54 
2'03 
1 ' I~ 

2'34 
3'61 
5' 62 (Revised 

Estimates) 
5' 31 (Budget 

Estimates) 
._- ._._--- --------------------

The extent to which the installation of additional machinery has 
increased the output efficiency and capacity of the particular 
machinery as well as of the workshop as a whole should be constant-
ly watched. For this purpose the value of additional machinery 
installed in each of the various workshops year by year especially 
where new machinery is being bought for the first time or where 
substantial improvements are anticipated, should be maintained 
eeparately and it should be compared with the increase in output 
efficiency and capacity wherever such a comparison is possible. The 
results of such a comparison should also be indicated in the various 
Administration Reports for each of the workshops. 

. ·56. Another method would be to apply the principles of' Pro-
ductivity Test, which the Committee have referred to elsewhere, to 
the expenditure on additional equipment also. Whenever new 
machinery is installed. by way of addition, or costly machinery 
involving improvements are brought in to replace eiisiing 



15 

machinery, the justification therefor should indicate the nature and 
extent of additional output expected. Thereafter when the work is 
brought into commission, the outturn should be watched to see that 
the anticipations in this regard have been fulfilled. 

57. After making due allowances for the increase in output due 
10 expenditure on additional machinery and improvement in lay-
out, the periodical variations in outturn should be compared with 
the increase or decrease in the staff under various categories. There-
by, it would be possible to work out the efficiency of labour output, 
which would in tum enable improvement in efficiency and reduction 
in expenditure. The results of such an analysis in each of the major 
workshops should also be indicated in the various Administration 
Beports and the Report of the Railway Board. 



m 
COSTS OF TRANSPORT SERVICES AND RATES AND CHARGES 

58. In any competitive industry or commercial organisation, it is 
very necessary to know, as fairly accurately as possible, the cost 
incurred on each separate activity of the organisation and the 
retW'ns accruing from it. This is required not merely for the pur-
pose of price-fixing but also for assessing the comparative efflciency 
of operations. Costing as an instrument of managerial control has, 
therefore, become a p~rmanent feature of efficient commercial work-, 
ing. " 

59. But monopoly businesses, strongly entrenched as they are in 
their power to vary their charges without fear of competition when-
,ever their operational or working costs go up, fail to utilise cost 
finding methods for purposes of controlling their expenditure and of 
eliminating inefficient methods of working. When their cosJs go up, 
they are unable to ascertain the particular services in which the 
loss occurs and the steps to be taken for eliminating them either by 
improving the existing services or taking up new services. In order 
to cover their losses, they immediately look round for ways and 
means of increasing the rates and fares. And if their rate structure 
itself is very complicated, they have no means of ascertaining what 
would be the exact financial effect of any particular increase in the 
rates. The result is that the increase finally adopted has inevitably 
to be somewhat arbitrary, and sometimes even harmfuL in the long 
run to the business. 

60. The application of the principles of Costing to Railway Opera-
ti<.\l1 and Management is a complicated affair, but in recent years, 
vast changes have occurred in the forms and methods of Railway 
accounting adopted in foreign countries. It appears, for example, 
that under pressure of road competition, "the British Railways 
after a hundred years of.,averaging their costs over the whole Rail-
way system and charging 'what the traffic would bear' are now 
looking more closely at the cost of particular traffics and services". 
Again, the Committee understand from the Report of the Economic 
Adviser to the Railway Board who was deputed to study the con-
ditions on .,.the American and Canadian Railways that, by a process 
of continuo!:';" research over the last twenty or thirty years, the 
Railways in \;hose countries have developed a system of accounting 
and analysisi"hich enables them to ascertain with a fair measure 
of accuracy th~ costs of the various services separately. They are, 
for example, ab!t'." to ascertain the separate costs of individual mar-
shalling yards and.. handling depots etc. With the aid of this know-
ledge the foreign l¥i1ways are able to work out a flexible structure 
of rates and charge~ Thereby they are in a position tD assess the 
~ative value to the~selves of the various services renderC!d, and 
J~ Jevy that charge oil them which gives a fair return. Services 
)~ch become too hea~ a burden requiring excessive subsidies CaD 

\ 
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then be curtailed or even done away with. The forei~ Railways. 
are, therefore, well armed to maintain an efficient service, eliminate 
uneconomic working as far as possible, and meet competition from 
whatever source it comes to the best of their ability. 

61. Railway rating is a problem the solution of which requires 
the co-operation of the Statistician, the Accountant and the Com-
mercial Manager. The Statistician has to analyse the various aspects 
of the transport services and compile statistics of actual perfor-
mance. The Accountant has to analyse the expenditure into its. 
various constituent elements, and to work out the costs of the res-
pective services. Similarly in respect of the earnings, he has to. 
ascertain the earnings from the individual services. The Commer-
cial Manager with his knowledge of the conditions of trade and 
general commerce should be in a position to ascertain what would 
be the effect of variation in rates on the transport of particular com-
modities, and in co-operation wHft the Accountant work out that 
tate which within the general framework of the rate structure 
would offer the optimum return to the Railway .. 

62. As far as competition is concerned, the Indian Railways are 
at present in a very advantageous position. There has been so little 
development of other modes of transport in the country that t~ 
Railways face practically no competition. Consequently, their 
statistical and accounting techniques have not only not kept pace 
vith modern developments, but even the need for doing so is not 
~enerally recognised, The application of such techniques in actual 
vorking takes considerable time-in America it took years-and - a 
time is bound to come when faced with competition from other 
modes of transport, the Railways will be handicapped. in their 
operation and management for want of such techniques. Even now 
they could be of great help to the Railways in determining to what 
extent the frequent alteration in fares and rates are reasonably 
apportioned. For exampie, the Railway Board was unable to fur-
nish to the Committee information regarding the net cost of the 
airconditioned services which was required for examining the ex-
tent to which these services are subsidised at the expense of the 
other classes of passe~gers. Railways ought, therefore, to set about 
even now reorganising the techniques of their accounting and to 
adapt the modern refinements to the extent suitable to tneir con-
ditions of working. As far as the changes in the nature of statistics 
compiled by the Railways are concerned, the recommendations of 
the Committee are contained in their Report on Statistics. The 
Committee would now recommend that simultaneously a procedure 
should be worked out by an experienced Accounts Officer to imple-
ment the recommendations regarding the necessary refinements in 
accounting techniques. 

63. The Committee would also stress in this connect;on that 
these recommendations do not necessarily involve a conflict w.ith 
the present requirements of Appropriation Audit. The Committee 
feel that the changes necessitated by application of modern' Cost 
Accounting ideas can well be undertaken along with the present 
forms of accounting, until such time as it may be found to be pos-
sible to modify the latter also. 
. . 
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64. There are, however,. many services for which costs could, 
and should, be worked out even within the framework of the 
present structure of . accounts. The Committee have already 
referred to the costs of statistical compilation as one example. 
There are other instances such as caterin~ services, local delivery 
and collection services, publicity and pubbcations etc. In all such 
cases it cannot be too difficuTt to work out the total costs including 
the indirect charges, and after deducting them to ascertain the 
net loss or profit. Even if this could not be worked out as separate 
accounts within the main accounts, proforma accounts could be 
maintained. But whatever method is adopted, the results of 
working should be shown in the Administration Reports of the 
Zonal Railways as well as of the Railway Board. 



COSTING IN WORKSHOPS 

65. The need for applying costing principles to Railway 
workshop accounting was stressed as long ago as 192-! by Sir 
Arthur Dick\nson and successive. Committees of Inquiry iOuch as 
the Raven Committee in 1929, the Wedgwood Committee in 1937 
and the Kunzru Committee in 1947 have repeated these recom-
mendations. Not much progress has, however. been made in this 
regard so far. It has been stated by the Ministry of Railways that a 
proper Cost ~ccounting System has been introduced in the 
Chittaranjan Locomotive Workshops; this matter will also be 
referred to in the Report of the Committee on illlpDrtant Projects. 
In the Integral Coach Factory at Perambur which went into 
production since October, 1955, a proper system o{ Cost Accounting 
has been introduced only in April 1956, even though it was more 
than two year.s ago that an officer of the Railways was specially 
deputed to Switzerland to study the system of cost accounting 
prevailing in the Schileren Works who are the manufacturers 
associated in the set-up of the Integral Coach. Factory. No 
satisfactory system of cost accounting, has, however, yet been 
introduced in any of the Workshops of the various Zonal Railways. 

66. Railway workshops constitute a service department where 
rolling stock are repaired and maintained. Considerable amounts 
of spare parts valued at approximately over Rs. 5 crores are also 
manufactured in these workshops. 

67. The advantages that would accrue from the adoption of 
costing in the Railway workshops are many. 'Railways maintain 
varied types of rolling stock and due to the severe usc to which 
they are put during the course of operation they require periodical 
overhauls and frequently special repairs. The lives of the stock 
are also limited being e.g., about 40 years in the case of B.G. 
locomotives and wagons. It is a constantly recurring problems 
therefore, whether a locomotive or wagon etc., should be replaced, 
or re-conditioned ctc. For all these purposes, fairly reliable 
cst'imatcs 'Of costs arc necessary. Moreover, it is very essential to 
know the costs or manufacture of spare parts in the various 
workshops so that rationalisation of methods could be adopted. 
Besides all this there is the additional advantage that through 
costing, inefficiency and waste could be traced and eliminated. 

68. A former Financial Adviser and Chief Accounts Officer 
has been placed on Special duty with effect from the 14th October. 
1955 to examine, inter-a.lia, the procedure to be adopted for 
introducing a satisfactory system of costing in these workshops. He 
has 59 far submitted preliminary reports on,six work::hl)ps. The 
Committee. however, note that ,the tenns of refl't'ence to ihia 
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officer are very vast, inasmuch as he has to examine the conditions 
in all the major workshops. His terms of reference are:-

(i) To make a critical study of the present system of costing 
including that for PE>H and IOH of each type of stock 
in force in major railway wQfkshops and . provisions 
in this respect in the Mechanical Code and 
recommend a unified system based on modern 
practice; . 

(U) to examine generally· th,e.methoc;ls 'of production, plan· 
ning and control' in use in the workshops. and to· 
determine whether they are adequate for ensuring an 
efficient control over costs o~ manufacture and repairs 
and if not what improvements are required; 

(iii) 

(Iv) 

(v) 

(vi) 

to standardise the procedure for' determination of costs 
of manufacture of various common items of stores and 
components in the various railway workshops to 
enable a 'comparison being made betwe.en the work-
shops as well as with the trade prices of similar items 
of indigenous manufacture: 
~ examine the various incentive schemes which are now 
in force in the railway workshops and t6 consider 
the . feaslbility of the progressive introduction of 
incentive schemes for the various operations in all 
workshops to obtain the maximum possible outturn; 

to examine the availability of requisite trained person· 
nel in workshops, both on the planning and production, 
control side as well as on the Accounts side,. with the 
help of which a proper Planning and Cost Accounts 
Section can be set up; in 'case the requisite personnel, 
both on the Executive and Accounts side, is not 
available, what steps should be taken to make good 
the shortage in the shortest possible time; 

to . consider whether the existing system of planning 
production control, ~gressilli ana costing , as laid 
down in the;Code ,or 11l actual operation. requires any 
change. It so. now this change is to be effected so that 
the correct ,(:psts of repair or manufacture are avail-
able at the· earliest possible time. 

89. The scope of this examination is therefore. very exhaustive, 
and the Committee are convinced that it may take some consider-
able time before the officer would be in a position to complete his 
work. . Thereafter further time would be taken by the Board for 
fonnulating their decisions thereon and implementing them. . The 
Committee suggest, therefore, that in order to hasten the work. the 
followin~ steps should be taken:- . 

\<P The officer should be assisted by other officers ,in his 
-:";., work. The Committee understood that two officers 

have been deputed recently to foreign -countries to 
undergo special courses in cost accounting and to study 
the systems adopted in various foreign workshops. 
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The experience gained by these officers could,. there-
fore. be well utilised if they are also associated. in the 
work assigned to the officer on special duty; and 

(U) the implementation of their recommendations should be 
carried out simult~neously with the work as and when 
the interim reports are received. For this purpose the 
Board should take their decision immediately on 
receipt of the preliminary reports, as far 'as possible 
without .waiting for the final report. 



V 
STRUCTURE OF ACCOUNTS AND CLASSIFICATION OF 

EXPENDITURE 
70. The general pattern of accounts structure has remained more 

or less unaffected by the various changes that have occurred recently 
in the organisation of the Railways. Due, however, to the changes 
in the rules of allocations introduced with a view to preventing 
over~capitalization, two new heads of accounts have been introduced 
and are in operation namely, the Open Line Works (Revenue) and 
the Development Fund. Consequently also Capital Statement 
which formerly showed only the total capital borrowed from the 
General Revenues and the manner of its utilisation in the acquisi~ 
tion of various assets was replaced with effect from 1950 by a Block 
Account and a Capital Statement showing the value of all additional 
assets whether acquired from borrowed Capital or any other source. 

71. The Demands for Grants underwent a major change in 1947, 
when the Demands for the Working Expenses which till then had 
corresponded to the Departments of the Railways were revised so 
that each Demalld covered only expenditure falling under a well~ 
-defined group, e.g., Administration, Repairs and Maintenance, 
Operating Expenses (Fuel) etc. Subsequently, with the introduction 
of the Development Fund and Open Line Works (Revenue) heads 
of accounts, certain additional Demand Heads were also introduced. 
Moreover Grants are now being obtained from Parliament for the 
Gross Expenditure so that advantage is not taken of unanticipated 
credits and recoveries. 

72. As a measure of economy, after the integration of the Rail-
ways into one undertaking divided into 6 (now 7) Zones, apportion~ 
ment of earnings between the different Zones was abolished with 
effect from 1952-53. This hasty step has had to be re-traced, how-
-ever, soon after and apportionment has been re-introduced with 
effect from 1-4-1954 though on a simplified basis without involving 
meticulous calculations as was previously the case. 

73. As regards adjustments on account of freight on railway. 
materials and other inter-departmeptal and inter-railway adjust-
ments the changes effected since 1950-51 are shown in Appendix VI. 

74. The following major changes in the classification of expendi-
'ture have been effected since 1950-51: 

(i) A major head "15-K Dividend payable to General 
Revenues" was introduced to record payments of the-
fixed dividend of 4 per cent. on the loan capital invested 
in the Railways undertakings. Previous to this this ex-
penditure was booked as interest on Debt under "l5;-A/B 

r , Indian Government Railways-Commercial/Stratep: 
Lines". 
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(ii) Credits and recoveries which used to be taken as "deduc-
tions" under the Demands for Grants presented to 
Parliament, were excluded from the scope thereof with 
effect from 1952-53. This pecessitated separate collec-
tion of actual credits and recoveries in accounts and for 
this purpose, suitable detailed heads were introduced 
in various Abstracts A to H under the major head 
"XV-AlB Revenue Working Expenses" and under the 
minor heads under the major head "l5-I-Open Line 
Works Revenues". 

75. A new Abstract J-has been introduced under the major head 
"XV-A Indian Railways deduct-Working Expenses" to record ex-
penditure on the Signal and Tele-communication° Department. This 
expenditure was previously booked under Abstracts A and H. 

76. A new Abstract K-has been introduced under the major 
head "XV-A Indian Railways-deduct Working kpenses" to record 
expenditure on the Appropriation to Depreciation Reserve Fund; 
previously this expenditure was recorded under Abstracts A, B, C, 
D and H. 

77. The main purpose of classification of expenditure in accounts 
is to group together, as far as possible, all expenses of a sImilar 
nature. To fulfil the requirements of Appropriation Audit it has 
also to show how far amounts appropriated for specific purposes 
have been actually utilised on those services. Besides these, a sati~­
factory system of classification should analyse expenditure in such 
a manner that all information required for purposes of management 
is readily available especially where the expenditure booked under 
a main head of account is very large. 

78. The Committee have examined the present system of classi-
fication of expenditure in Railway Accounts. They find that in 
many respects the analysis is not sufficient and requires improve-. 
ment. 

79. The recent changes in the allocation rules introduced with a 
view to avoiding over-capitalisation have resulted in the major 
portion of the expenditure incurred currently in the acquisition, of 

,new assets being charged to Development Fund, Open Line Works 
(Revenue) and Depreciation Reserve Fund, and by comparison, the 
debit to Capital is very much less. The total expenditure incurred 
(on the Commercial Lines only) during the year 1953-54 under 
these heads analysed further, according to the nature of the expendi-
ture is shown below: 
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80. The classification of assets shown above is as far as the ex-

penditure under DepreciatJion Reserve Fund is concerned, not 
8l\alysed further. Capital exPenditure is, however, split up further 
under detailed heads, the Structural Engineering Works, for 
example, being further divided into Station Buildings, Permanent 
Way etc. The expenditure financed from other sources is not, how-
ever, analysed further in this manner, but the expenditure under 
Open Line Works (Revenue) and the Development Fund is further 
sub-divided under the heads Passenger Amenities, Staff Amenities, 
Staff Quarters, Operating Improvements, Labour Welfare etc. The 
.corresponding figures for the year 1953-54 will be seen from the 

. statement placed at. Appendix III. The head 'Passenger Amenities' 
is further classified according to the nature of the amenities 8S will 
be seen from the Jlgures for 1953-54 shown in. Appendi.x VII. But 
the expenditure under Staff Amenities, Labour Welfare and Un-
remunerative Operating Improvements which altogether was oYiar 
7 crores in the year 1953-54 are not further a.naly§ed accorcling to 
the nature of the amenities or works, though of course broadly .the 
nature of the amenities or the improvements is known. Thus the 
following expenditures are not shown in further details in' the final 
compiled accounts: . . 

Item Expenditure in 
1953-54 

Rs. 
1. Structural Engineering Works, expenditure on improvcmcill 

of replaced assets incurred under Depreciation Reserve 
Fund. 

II. Statf Amenities incurred ulldcr Open Line Works Re\'enuc 
.III. Labour Welfare from the Development Fund 

1,45,75,893 
3~,46,ooo 

·1,59.97.000 
IV. Unremunerative Operating Improvements 

(a) Development Fund 
(b) Open Linc Works Revenue 

1,89>46.000 
3,~O,12,000 

81. The Committee consider that for a proper appreciation of the 
'nature of improvements effected by such expenditure, further detail-
ed classification is necessary. The Committee have in mind a detail-
ed analysis of the following nature:~ 
.... _ .......... _-_ .. _----------

Main Oassification 

1. Staff amenities . 

~. Labour Welfare • • • 
3. Unremunerative Opct'Jting Impco\'c-

ments 

Suggested details 

HOIIpitals, Dispensaries, Schools, Institutes, 
Maternity and Child Weitarc Gentrei 
etc. 

Do. 
Marshalling Yards, Transhipment Sheds, 

Lengthening of Loops, Doubling of 
Lines, Strengtherung of Bridges. etc. 

The Committee understand that in most of these cases where 
individual works are sanctioned, the expenditure on each work is 
separately booked. It should nat be very difficult. therefore. to 
eornpile detailed information as suggested by the Committee. 
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82. In this connection the Committee would point out that at the 

time of presenting the Budget the works expenditure is shown in 
the Rolling Stock, Works and Machinery Programme under cer:t;ain 
broad categories. For example, the provision of Rs. 37.40 crores in 
the Works Programme for the year 1953-54 was shown in the Budget 
Papers for that year as follows:-

(Figures in thousanes) 
___ .. _____ 0. ----

Depre- Develop- Open 
Capital ciation ment Line Total 

Fund Fund Works 
(Revenue) 

J'Tnck . 5>46 12,88,71 9,$3 6,30 13,10.00 
2. Bridses . • 20.28 93,II .. 5,49 1,18,88 
3. TrafBc facilities. 1.07,07 5,64 1,22,82 1,54,69 3,90,22 
4. SisnaUing and inter-locking 1,10 21.3° 8,69 56,zS 87,37 
5. Workshops 1.43>45 2,75 44,51 62,81 2,53,52 
6. Elcc:trlc installations . 47,87 21,63 45 17,03 86,98 
7. Staff quarters 1,$6,73 33 1,37,19 85,85 3,80,10 
8. Staff welfare ,works . 65,33 40:.35 1,05,68 
9. Amenities for pauenacrs "j.( 3,00,00 ·3,00,00 

10. Office and Station Buildings 
and other works • . 42,76 31,17 19,53 1,27>49 2,20,95 

J 1. Construction of New lines 
and Restorations 1,71,61 5 4,97,77 6,69>43· 

12. State Railway Collieries . 30,54 30,54 
13. Ports 25,30 25,30-
14. IDcreasc/decrClllk! in stores 

balances and Manufacture 
operations -2,30,56 -2,30,56-

J 5. Purchase price of Railway 
linea 1,88,99 1,88,99 

16. Credits or Recoveries. -14,10 -1,83,50 --4 -19 -1,97,83 

TOTAL 5,°7,51 la,8I,1l' 13,94.77 5,56,10 37,39,57 

• Includes 2 relating to "Machinery and Plant". 
83. But, as already stat...<>d, due to the insufficiency of classification 

of expenditure referred to elsewhere, the actual expenditure for the 
year 1953-54 cannot be brought out under the same detailed heads 
as shown in the Programme. The Committee consider this a defect 
which should be rectified early. 

84. The Committee desire that detailed information in the 
manner indicated by them should be shown separately for each of 
the Railways in the Administra1lion Reports of the concerned Rail-
ways and of the Railway Board. To the extent possible the Zonal 
Railways should show the expenditure separately for each unit of 
working such as the Distlrict, Division or Region. Attempts should 
also be made to show the amount incurred on major stations, mar-
shallingyards, transhipment and goods sheds etc. 

85. There are many other minor matters in which certain changes 
in classification are required. The Committee consider that an 
examination of all such matters should be undertaken in detaif and 
necessary changes in classification rules effected early. 
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BUDGET AND PARLIAMENTARY CONTROL 

86. The form in which the Railway Budget is presented to the 
Parliament at present suffers from the same defects as have been 
pointed out in the case of Departmental Control of Expenditure. 
The Railway Budget is, as in the case of the Civil Budget, a mere 
appropriation of funds for certain i~ms of expenditure grouped to-
gether under Demands without reference to the quantum of service 
to be performed with the aid of those funds. In the case of the 
Capital Demands no doubt a list of the major items of expenditure 
is given in the Works, Machinery and Rolling Stock Programme. 
But Government have full powers of reappropriation within the 
Capital Grants as in the case of the Revenue Grants, and the pro-
gress of works is not shown otherwise than in monetary terms. 

87. Considered as the Budget of a Commercial Organisation, 
therefore, the main defect in the Railway Budget is that the funds 
provided in the Budget are not correlated to performance. The 
result is that when Parliament sanctions the Budget it is not aware 
of the quantum of service that will be rendered in the various aspects 
of Railway activity covered by the Demands, and there is no 
assurance that if the performance falls short of the anticipations at 
the time of the Budget, the excess funds will be surrendered and 
will not be wasted by inefficient working. 

88. A Budget for a commercial organisation like the Railways 
should be a flexible one, with the estimates of expenditure closely 
linkied with estimates of performance. Such a Budget would be 
more useful for a managerial control than the present form. To 
take an example the quantity of coal to be consumed in the Budget 
year, the rate at which it is expected to be purchased, the total 
volume of traffic to be moved expressed in Gross Ton Miles, and the 
target of consumption, viz., pounds per 1000 G.T.M. should be stated 
~long with Demand No.7-Operating Fuel, together with such other 
relevant information as affect this Head. 

89. The Committee appreciate that a number of accounting 
changes are necessary as mentioned by them elsewhere before the 
form of the Railway Budget could be changed from a financial to 
a managerial one. Nevertheless they desire that the Ministry 
should undertake without delay an examination of the matter and 
take suitable preliminary steps to that end. 

90. The Committee, however, consider that there is no reason 
why such information regarding anticipations of performance should 
not find a place in the Explanatory Memoranda even now. They have 
examined the detailed procedure adopted in the Ministry for the 
compilation of the Budget and find that such information is in fact 

~7 

241 LS 
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utilised to a large extent in framing the Budget. It is, therefore, 
merely a question of reproducing all such information, viz., perfor-
mance targets, the anticipated variations in traffic in detail, the 
changes in the number of staff required in various categories etc., in 
the Explanatory Memorandum against the concerned items of 
expenditure. 

91. The Committee desire also that the periods covered in the 
Explanatory Memoranda should be increased so that the trends of 
expenditure over a longjr period under the Demands and their 
sub-Heads, are readily available for comparison purposes. At 
present only three years are covered viz., the Budget year, the year 
under review and the preceding year. The number of years pre-
ceding the year under review to be covered in the Memorandum 
should be at least five. The Financial Commissioner with whom 
this subject was discussed has already agreed to effect the necessary 
changes in future. 



VB 
FINAL CONCLUSIONS 

92. In conclusion, the Committee would state that the present 
procedure for financial scrutiny and expenditure control requires 
vast changes with a view to improving the efficiency of working, 
reducing the incidence of expenditure and increasing the earnings 
of the Railways. They consider that the Accounts Department on 
whom this responsibility devolves should adopt modern techniques 
for this purpose, which are being consltantly evolved .elsewhere, 
with the necessary modifications to suit conditions on the Indian 
Railways. They realise that the changes cannot be introduced all 
at once but nevertheless a beginning should be made without delay. 

93. The Committee have examined whether the present organisa-
tion on the Zonal Railways for the compilation of budget and 
accounts, and for rendering financial advice to the administrations 
is satis.factory. They have noticed, that the organisation on the 
Zonal Railways has not been geared to meet the conditions arising 
from the two Five Year Plans. A statement showing the total 
expenditure on Capital, Depreciation Reserve Fund, Development 
Fund, Open Line Works Revenue and the total Earnings of the 
Railways since 1949-50 is shown in the next page. 
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95. As the Second Five Year Plan develops the figures of earnings 
and expenditure of the individual Zonal Railways will increase con.: 
siderably and in many cases they will probably be even doubled.. 

96. The Committee doubt the wisdom, of placing the entire 
burden of compiling the accounts, framing the budget and render-
ing financial advice on a single officer. It would be difficult for 
any single individual to cope with all these duties involving such 
large volumes of expenditure and earnings, especially if at the 
same time the various suggestions for the improvement of the 
departmental procedure are to be implemented by him. 

97. The Committee are, therefore, of the view that the functions 
at present attached to the office of the Financial Adviser and Chief 
Accounts Officer should be bifurcated. There should be two separ~te 
Heads of Departments, the Chief Accounts Officer being concerned 
only with the compilation of the accounts according to the pres-
cribed rules and for effecting the necessary check on the receipts 
and expenditure. Relieved of his financial functions, the Chief 
Accounts Officer would then be in a position to devote his entire 
attention to pulling up the arrears in compilation, including the 
Provident Fund, effect early settlement of all outstanding claims, 
including purchase Bills etc., and see that the accounts are avail-
able in time for the administration to make an effective use of them 
for the control of Expenditure, in all of which matters the position 
has been repeatedly pointed out in Audit to be unsatisfactory. The 
Chief Accounts Officer can also then take uJ? the question of training 
of the staff required for the increasing activities consequent on the 
implementation of the two Plans. 

98. As for the Financial Adviser, relieved of the increasing day 
to day problems of compilation of accounts and prompt payment 
of dues, he will be in a position to see that effective financial advice 
is available to the administration and that the Budget is compiled 
promptly, and without overlooking the important factors affecting 
it. He will be able to devote his attention to a close control and 
review of expenditure and to the application of improved techniques 
such as correlation of expenditure with performance etc. for this 
purpose. He will also be able to effect without delay all the 
changes in forms and procedure :in accounting and finance that 
have now become necessary. Moreover, the transport economic 
research cells which are proposed to be created under his control 
would need his close supervision if they are to develop on useful 
lines. These very important functions cannot be well left to an 
officer of the Junior Administrative rank as at present. 

99. In this new scheme the cadres of staff need not be separated, 
and in fact it may be quite essential to have a common cadre, but 
in the day to day working the two should constitute separate Depart-
ments. 

100. The Committee hope !that with this major organisational 
change the Departments would be in a position to effect an 
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improvement in the control of expenditure, etc., which the Com-
mittee have recommended elsewhere. If even one per cent of 
economy of expenditure and increase in earnings eould be accom-
plished the total gain to the Railways would be over 5 crores 
annually. 

NEW DELHI; 
The 22nd March, 1956. 

BALVANTRAY G. MEHTA, 
Chairman, Estimates Committee. 
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.APPENDIX I 

No. and colt of Staff of Raihoay Accounts Depa"ment 

No. of Staff 

Railways 

Class I 
Class II Class III Class IV Total 

---... -".---~- ... -----.. -... - ... -
(Antral 

J95 1-52 22 2,383 269 2,674 
1952-53 22 2,228 244 2.494 
1953-54 24 2.523 224 2.771 
1954-55 26 2.726 216 2,968 

Eastern 

1951-52 53 4,717 558 5,328 
1952-53 47 4,708 542 S,297 
1953-54 46 4,667 541 5.254 
1954-55 49 4,887 587 s.523 

Northern 

19!;X-52 33 2.748 460 3,241 
1952-53 32 2.683 449 3,164 
1953-54 34 3.4II 662 4,107 
1954-55 32 3,606 674 4.312 

North-Eastern 

1951-52 25 2,747 514 3,286 
1952-53 25 2,291 333 2,649 
1953-54 29 2.446 401 2,876 
1954-55 28 2,739 438 3,205 

Sout"',n 

1951-52 27 3.735 681 4,443 
1952-53 30 3,662 ~t,1 4.435 
1953-54 33 3,935 4.676 
1954-55 36 4,032 687 4,755 

Western 

1951-52 30 2,461 289 2.780 
1952-53 29 2.345 316 2,690 
1953-54 . 29 2,609 330 2,968 
1954-5S 32 2,76S 336 3,133 

Railway BOQf'd 

1951-52 18 ,8 15 III 
1952-53 ~~ 82. 16 112 
1953-54 92 16 124 
1954-55 14 106 19 139 

Cost All 
Classes I to 

IV 

61.42.715 
59,]4,846 
62.07.899 
68.35,997 

1,31,05,492 
1.11,08,814 
1,26,57.955 
1,35,61.279 

48,25,072 
60,94,017 
77.75,065 
85,99,177 

56,16.498 
53,45,647 
55, II. 882 
61,10,009 

82,53,461 
82.72,463 
90,24.210 
95.99,311 

54,56.553 
5S,so.843 
61.08,037 
67,40,434 

Not available. 
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APPENDIX III 

Stat"""" Ilwfuing th, Expenditur, boolud uneUr Open Line Works RIfJ_ duri", ,. 
5 y,ars commencing from 1950-51. 

Staff Staff 
Ycar Amenities Quarters 

1950-51 58,oS 1.24070 
1951-52 31.48 1.09.73 
1952-53 34.21 83.88 
1953-54 32.46 85.40 
1954-55 31.05 74051 

Opcrating 
Improvements 

2,09.75 
2.56.97 
2.86,73 
3.20.12 
3.85.88 

(Figures in thousands) 

Othcr 
Works 

Total 

3.92,53 
3.98.18 
4004.b 
4.37.98 
4.91.44 

Statement IIwr.t1itw Expmditrn', iPlCU1'!,d from DftIIloImmt Fund dunn, rhe sJ yearl 
C/,m""ncltw from 1950-51. 

(Figures in thousands) 

Pa.~ Labour Operating Ncw Total 
Year AmcniUCB Welfarc Improvement Lince 

1950-51 2.73,39 68.19 19.84 1.73.36 5.34.78 
1951-52 2.44.96 1.50.72 79.22 2.95.48 7.70.38 
1952-53 2.33.90 1.28,67 1,09.10 3.38.55 8.10.22 
1953-54 2046.87 1.59.97 1.89.46 3,84.~ 9.80.94 
1954-56 3,02,68 1.98,87 1.15.28 6.61.4 12.78•29 
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APPENDIX IV 

AMlysis qf Costs of Rai/way ProjldJ 

COSTS PER MILE 

DelCripdon M.G. M.G. B.G. B.G. Chunnar-
Vilupuram RaiC- Rupur- Mukerian- Robertl-
Trichnopoly Chi pur Talaura Pathankot gani 

( 1938) ( 1948) (1948) (1950-52) (1952-54) 
101·25 23·04 24. 85 26·85 46·97 
miles miles miles miles miles 

Pre!. Exp. 1.282 1,995 1,664 20048 6.787 
Land 22,731 28,054 21,234 99,3°3 13,319 
Formation 14,303 57,749 81,024 1.29.4°7 1,18,091 
Bridp Worta 65.347 53,6431. 1,19.752 21.621 71.933 
Fencing 3.851 8.694 1.090 4.600 2.921 
Permanent Way 39.448 97.935 65,210 J. S8. 719 1.38,791 
Stations & Buildinl8 n.520 32,437 31,903 1.00,401 47.062-
Equipment 428 2.716 S9 s.60S 2,054-
General Charges 12.928 34.722 18.937 83,339 89.435 
Junction arrangements 6,633 19,500 

TOTAL 1,78.471 3,37,445 3.40.873 14,°5,043 4090,399 
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APPENDIX V 
Analysis of Cmain:WOf'kshop Statistics 

The following is an analysis of the workshop statistics supplied to the 
Committee. Some of the Statistics relating to Western Railways Account 
were received too late to be included in this analysis. 

/. Number of repairs carried out durin.g the year.. 
The number of repairs carried OUt depends upon the size and 

capacity of each workshop but there are wide variations in the figures of 
unit repairs carried OUt in the same workshop from year to year. :\ few 
statistics are given below : ---_._ .. __ ._---------------------_. 

Locomotive workshop ... paIn 
Broad Gauge 

Name of Workshop 

Jamalpur workshop 

Kanchrapa" 

M ,tre GatII' 

Jodhpur Workshop 

Kanchrapara" 

:PalMapI' carrtap workahop repaln. 
Broad Gauge 

Kanchrapara . 

Lillooah 

M,tr, G~ • 

... Jodhpor 

Go~iw 

• 

} 

Years No. of repairs 

1953·54 389'6 
1954-55 498'0 
1939-40 145'2 
1940-41 104'3 
1941.42 24'78 
1942-43 18'4 
1943-44 39'02 
1946-47 87'7 
1950.51 lIO'5 
1953-54 14~'0 

1949-50 IS'05 
1950-51 10'64 
1951-52 19'0 
19S2 -53 39·S2. 

1943-44 3'06 
1944-45 32':-
1945-46 42.·S 
1946-47 18'4 
1947-48 6·83 
19S1·52. 2.4'4 
1952-53 3. 83 
1953-54 38'5 

1941-42. 1622 
1942.·43 389 
1943-44 30 
1944-45 23 
1945-46 36~ 
1950.51 1,116 
1949-50 1,406 
1950.51 896 

1951-52. 276 
1952-53 425 
1941-42 1,219 
1942-43 591 
1949-So 638 
1950-S1 98 
19S1-S2 692 
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Other coachlal veblcle worklhop repaln 

Broad Gauge 

Kanchrapara 

WqoD Worklbop npelrl 

Broad GaUle 

Kanchrapara 

LiUooah 

Metre Gauge 

Jodhpur 

Izamagar 

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

· 

· 

· 
· 

Yean No. of repairs 

1942-43 
1943-44 
1944-45 
1946-47 

19041-42 
1942-43 
1944-45 
1946-47 

1944-45 
1945-46 
1946-47 
1947-48 
1953-54 

1947-48 
1950-51 
1951-52 

1946-47 
1947-48 
1948-49 

1,54 
10 
19 

154 

2,846 
902 
392 

2,28,5 

14,363 
7,332 
1,619 
5,238 

10,009 

1,043 
513 

1,030 

l,u6 
735 

1,224 

II. Average cost of repair carried out during the year Locomotivp 
Broad Gauge. 

The average cost of repairs has generally gone up by 3 times as 
compared with the figures for 1938-39. The present cost is generally 
between Rs. 30,000 and 35,000 per unit in various workshops but it is 
about Rs. 25,000 in Parel and Golden Rock Workshops. 

Metre Gauge 

The increase in repair cost as compared with the figures for 
1938-39 has been about 5 times in meter gauge workshops. It has 
further been noticed that there is not much difference in the cost 
of repairs of a Broad Gauge and a Metre Gauge Locomotive. 
PasSelller8 Carriages 

Broad Gauge 

The average cost of repairs per carriage during 1954-55 has gone 
up 5 or 6 times as compared with the coat during 1938-39 in Lillooah 
and Lucknow (Alambagh) Workshops and about 3 times in Kharag-
pur Workshop . 

. The cost of repairs in Kanchrapara, LUlooah, Matunga and 
Lucknow (Alambagh) Worksh0pf\ varies from Rs. 3,000 to 4,000 per 
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carriage but it is only about Rs. 1,500 to 2,000 in Perambur and 
Golden Rock Workshops. There is considerable variation in the 
cost of repairs in Lucknow (Alambagh) Workshops from year to 
year; the figures from 1947-48 to 1952-53 being 1934,3112,6665, 9792, 
4744 .and 3516 respectively. The cost of repairs in Jhansi Work-
shop has progressively risen from Rs. 1,781 in 1950-51 to 3,052 in 
1954-55. 

Metre Gauge 

The cost of repairs has gone up by 8 to 9 times as compared with 
the figures for 1938-39 in Gorakhpur workshops but it has gone up 
by about 3 times only in Jodhpur workshop. 

The expenditure in repairs per unit in Gorakhpur, Izatnagar 
and Golden Rock Workshops is at present about Rs. 2,000 against 
Rs. 1,000 to 1,200 in Hubli and Jodhpur workshops. 

Other Coaching Vehicles 

Broad Gauge 

The cost of repairs has gone up by about 4 to 6 times as compared 
with the figures for 1938-39 in Lillooah, Kharagpur and Lucknow 
(Alambagh) Workshops for which the figures have been furnished. 

The cost of repairs in Kanchrapar.a Workshop,. which is Rs. 4,013, 
3,453 and 4,013 during 1952-53 to 1954-55 respectively and of Jhansi 
Workshops which is 4,447 and 4,690 during 1952-53 and 1953-54 
respectively is generally double of that in other workshops. The 
lowest cost is in Perambur and Golden Rock Workshops viz., 
~. 1,332 and 1,029 respectively during 1954-55. 

Metre Gauge 

In Gorakhpur workshop the cost of repairs which was Rs. 2,081 
to 2,193 during 1951-52 to 1953-54 has suddenly gone up to 4,626 
durin~ 1954-55. The figures of other workshops, also show wide 
variations from year to year. 

Golden Rock and Hubli workshops of the Southern Railway show 
comparatively lower figures of repair costs than in other workshops. 

Wagons 

Broad Gauge 

There has been heavy increase in tl!.e cost of repairs per wagon 
in Lillooah workshop from Rs. 686 during 1953-54 to 1030 during 
1954-55. The latter figure is about 6 times that of 1938-39. The 
increases in other workshops have generally been 3 or 4 times. 

Metre Gauge 

It is .ote-worthy to point out that the average cost of repairs 
has progretIively gone down from 712 to 435 in the Golden Rock 
workshop and from Rs. 483 to 241 in Hubli workshop from 1950-51 
to 1954-55 respectively . 



41 

III. Average number of days the units despatched during the year 
were in shops. 

Locomotives 
The number of days taken for repairs should be almost uniform 

from year to year but there are wide variations in the figures of 
the same workshop from year to year both on Broad and Metre 
Gauges. The time taken in Golden Rock Workshop (Broad Gauge) 
has progressively gone up from 23' 3 in 1950-51 to 42' 0 in 1954-55. 

Passengers Carriages 

Broad Gauge 

The Kanchrapara and Lillooah workshops take very much 
longer time for repairs than other workshops. There has been pro-
gressive rise in the time taken in these two workshops since 1938-39 
or 1939-40. The Perambur and Jhansi workshops are able to repair 
their carria~s in about 15 to 20 days as compared with 30 to 50 days 
taken in other workshops. 

Metre Gauge 

The time taken for repairs in metre gauge workshops is generally 
25 to 30 days but the Izatnagar workshop has reduced its time to 
about 15 and 11 days during 1953 .. 54 and 1954-55. 

The Jodhpur workshop has also improved its figure from 34: 5 
during 1950-51 to 24' 2 and 20' 5 during 1953-54 and 1954-55 respec-
tively. 

Other Coaching Vehicles 

Broad Gauge 

The average time taken for repairs in Perambur workshop is 
about 1/2 or lIard of that in Kanchrapara, Lillooah, Kharagpur 
and Lucknow (Alambagh) workshops. 

Metre Gauge 

Similarly on the metre gauge, the Izatnagar and Hubli work-
shops take about 1/2 or 1/3d of the time taken in other metre gauge 
workshops. 
Wagons 

Broad Gauge 

There has been generally an increase in the time taken for 
repairs in recent years in Kanchrapara, Lillooah and Kharagpur 
workshops from 60r 7 days to 10 or 11 days. The Perambur work-
shop of the Southern Railway and Jhansi workshop of Central Rail-
way are, however, able to carry out their repairs in about 6 or 7 
days only. There has also been a decrease to almost the same figure 
in. the Golden Rock workshop of the Southern Railway during 
1954-55. 



Metre Gauge 

. The .Jodhpur Railway workshop which were taking very long time 
In repaIrs up to 1952~53 have reduced it from 24: 4 days in that year 
to 13'? and 11' 9 durmg 1953·54 and 1954·55 respectively. The time 
taken 10 Gorakhpur and Golden Rock workshops is about 6 to 7 days 
but ~e. Izatnagar and H~bli workshops are able to complete their 
repaIrs In about 4 or 5 days time only. 

IV. miles run by. locomotives undergoing periodical 
Average -perlOdtn-" monihs-vii--units ""despatched --during 

through . overhaul since last periodical thorough 
the --yeo:r---uiere-rn--·service priOr to undergoTng 
overhaul 
repairS· 

The Locomotives, carriages and wagons are required to be sent to 
the workshops for periodical thorough overhaul after running a cer-
tain mileage or after performing service for specified periods. Some 
variations in this mileage or period are unavoidable but it has been 
noticed that in some cases there are considerable variations as stated 
below. ~: 

Locomotives 
While the average on some of the workshops is between 80,000 

and 90,000 miles, it is about 110,000 miles in Lucknow workshops 
and between 130,000 to 60,000 miles in Perambur and Golden Rock 
workshops. 

Passenger carriages 

The periods in various workshops vary from 10-20 months but 
these are comparatively high,:,r in Golden Rock workshops. 

Other Coaching Vehicles 

The "other coaching vehicles" were sent to workshops for repairs 
after varying periods in various workshops which were generally 
from 15 to 27 months. The Kharagpur. workshop however received 
them throughout after about 15 months' service. 

Wagons 

Although there are some wide variations in the figures of 
Lucknow workshop which went down from 45' 6 during 1952·53 t() 
30' 0 during 1954-55 the period for which the wagons were generally 
in service prior to undergoing repairs varied between 30 and 40 
months in the workshops. 

V. Cost Per Equated Engine mile 

Broad Gauge 

·The Cost per equated Engine mile does not show much variation 
between Western, Eastern and Southern Railways; being ann as 9' 25, 
g. 90, and 10.3 respectively during 1954·55 but the Central and .Nor-
thern Railways are spending only annas 7' 96 and 7' 05 respectively_ 
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Metre Gauge 

The cost in metre gauge Railways is much higher than that on 
the Broad gauge Railways although the cost during 1938-39 was not 
generally higher on metre gauge than on the bro~d gauge. In fact, 
against an increase of 3 times under Broad Gauge, there has been 
an increase of 4 to 5 times under the metre gauge in some Railways. 

The Western Railway figure which is ann as 15.6 is 50 per oent. 
higher than that of the Central Railway which is 9' 64. 

VI. Cost per carria.ge on the 

·Broad Gauge 

There are wide variations between the figures of various Rail-
ways under this head during 1954-55. The Eastern and Central Rail-
w£ys have the highest figures of Rs. 3,066 and 3,064 respectively 
The averages on the Western, Northern and 'Southern Railways are 
2,830, 2,144 and 1,773 respectively. The late B.B. & C.l. and B.N. 
Railways have from the very beginning been maintaining a com· 
paratively higher figure under this head as compared with that on 
other railways. 

Metre Gauge 
Here also the Southern Railway has the lowest average of 1096 

against Rs. 1,730, 1,636, 1,542 and 1,375 spent on other Railways. 
VII. Cost per wagon on the line 

Broad Gauge 

.,.0 

There is not much variation between the figures of cost on four 
of the Railways under this head which are between Rs. 422 and 470, 
but the Northern Railway has the lowest figure of 320. 

Metre Gauge 
Here. there is wide variation between the figures of various Rail-

ways which are 349, 310, 245, 181 and 168 on the Western, Central 
Northern. Southern and N.E. Railways respectively. There has 
been heavy increase in the figures of Western Railway under this 
head during 1954-55. 
VIII. Percentage of "General on Cost" on jobs undertaken in 

W01'kshops 
In accordance with the instructions in the Indian Railway Code 

for the Mechanical Department. Railways are required to work out 
the figures of "General on Cost" which are to be levied on jobs 
undertaken in workshops. This "General on Cost" denotes charges 
which are incurred in common with more than one shop or depart-
ment. such as cost of electric power, water. sanitary arrangements, 
watch and ward etc. The "General on Cost" charges which are 
worked out separately for labour and stores are added to various 
jobs as a percentage of the total labour charges incurred thereon. 

Statement A shows the percentage of "General on Cost" levied 
in vllrious workshops of Railways during 1952-53 to 1954-55. It will 
be noticed that the percentages for 4 broad gauge workshops for 
which figures have been supplied vary from 18-3/4 to 27 per cent. 
As regards metre gauge workshops, leaving aside 5 small workshops 
241' LS 
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elf the old Saurashtra Railway, on which the percentages vary from 
18-3./4 to 43-3/4 per cent. the percentages in other workshops vary 
from 30 to 35 per cent. 

The fi~ures furnished in respect of Charbagh Workshop show 
the total 'works on cost" percentages and not those for "General on 
Cost" only. As regards Alambagh Workshop, separate percentages 
of "General on Cost" have been given for each of the shops. But 
only one percentage of such charges is required to be workei out 
for all the shops in a workshop and not a separate percentage for 
each. Moreover, the percentages given vary from 150 per cent to 49() 
per cent. These cannot possibly be "General on Cost" percentages 
and probably represent 'Works on Cost" percentages. Regarding 
Kanchrapara Workshop, it is stated that the percentage figure of 
"General on Cost" is not shown separately and that the percentage of 
"works on cost" includes both "General on Cost" as well as "Shop on 
Cost". But surely the Railways are required to work out percentage 
of "General on Cost" separately before calculating the percentages for 
"works on cost". 

The Eastern Railway have furnished figures of "General on Cost'" 
in respect of Lillooah Workshop but they have not been able to fur-
nish similar figures for Kanchrapara Workshop. The percentages 
levied in Jamalpur Workshop, which is the biggest workshop, have 
also not been supplied. 

IX. Percentage of absentee man hours to total man hours 
Statement B shows the percentage of absentee man hours to 

total man hours in the various workshops during 1953-54 and 1954-55 
as compared with the figures for 1938-39 or some later year since 
when the figures are available. The percentages which vary from 9 
to 22 in various workshops show the tim~ wasted on account of 
absenteeism amongst the workshop staff. It will be noticed that 
while in case of some workshops the position is better as compared 
with earlier years, in others there is deterioration. Amongst the 
major workshops, Ajmer, Parel, Gorakhpur, and Kanchrapara show 
high percentages, whereas Jamalpur, Golden Rock, Hubli and 
Matunga comparatively low percentages. 

State".,nt showing pere,nttll' 0/ "General on Cost" l'fJiui on jobs undntaMn in Ciarlo.,. 
worleshoPJ of Railways, duri"ll 1952-53 to 1954-55 

1952-53 1953-54 1954-55 

Broad Gaup-
EtUt"" Railway 

Lillooah 19 19 20 
South EtUtern Railway 

" Kharagpur 26 24 23 
IV 1St"" Railway 

Dahad IBt 12i IBt , Baroda 27 27 27 • 
-_._---. 
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1952-53 1"3-.5<1 1'.5<1-55 " 

MetnGaup-
NM'tINm Railway 

Jodhpur 30 3' 30 
North East.", Railway 

Gorakhpur 26'37 16'54 32 '33 
Ilatoagar 29' 10 31'22 30'00 

Wuum Railway 
Ajmer (Loco) • 

I~i 33i 

~!I Ai:er (C&M) • 15 
B VDIIgIIrPara 1St 18 
GoDdal 

I~i 37 
Jamnagar 18 
Junapdh 31i 11 Rewari 18t ___ ._h ___ ~. ____ 

Stat""",t Jlwwing I'Irc",tage oj abs""" ma" iwun to total ma" lIotn's lIH1rud 
duri", 1953-54 and 1954-55 as compar,d wi,,, J938-39 or ,ucll otll" ;year from whicJt 

'''' filum art QfJailabU 

Percentale of absentee man hours to total man 
hours worked 

Name of workshop 1938-39 or earliest 
year for which 1953-54 1954-55 

figures available 
(Antral Railway 

Parel 26 1946-47 18 18 
Jhansi 14 1938-39 17 11 
Matunga 14 19~1"4. 14 14 

,OJ", 

Western Railway 
193~;'l9 Ajmer ~t.o;I. . II 16 19 

Ajmer C& ) , 10 1941-42 14 :u 
Jamnagar 12 1948-49 II 10 
Revari 13 1948-49 9 II 
Bbavnagar 15 I9SI-52 13 14-
Gondal 10 1952-53 9 1) 
Junagadh 8 1948-49 17 21 
Baroda II 1949-50 13 13 

Southern Rail~ay 

Golden Rock II 1949-S0 13 13 
Hubli 10 1949-50 10 10 
Perambur (Loco) 10 1938-39 13 IS 
Perambur (C&W) 22 1952-53 17 13 

Northern Railwa;y 

Loco Charbagh (Lucknow) 12 19S0-S1 IS 16 
C&W (Lucknow) 14 1948-49 16 16 

Gorakhpur 13 1938-39 21 18 
lzatnagar 17 1948-49 13 14 

S,E. Railway 

KharalR?ur 16 1950. ... 1 16 IS 

Em rem 'Railway 
LiUooah 13 1938;39 14 16 
Jamllpur 9 1938-39 I2 13 
Kancbrapara 14 1949-50 IS 21 

• 



46 
APPENDIX VI 

Statement showing changes effected since 1950-51 as regards 
adj1.L8tments on account of freight on Railway materials and 
other Inter Departmental and Inter-Railway adjtLStments. 

Railway materials were being carried at Public .Tariff Rates, ~nd 
this position continued up to 31st March, 1952. 

In April, 1952 it was decided that as the Railways were not in-
dependent financial entities and had been integrated to form a uni-
tary Indian Railway system, it was not necessary to undertake the 
voluminous task of apportioning earnings between the Zones. Also, 
adjustments for the services rendered by one Railway to another, 
including carriage charges of Railway Stores and Fuel, which had 
the effect of inflating both the Revenue and Expenditure figures by 
about 15 crores, were decided to be eliminated from the financial 
accounts but it was decided to maintain Proforma accounts for statis-
tical and financial control. The estimates for works were to provide 
for freight charges for purposes of freight control but these were 
to be excluded from the total cost indicated in the Works Programme. 

This change was the subject of discussion in Parliament during 
the Railway Budget for both 1952-53, and for 1953-54 on this score 
that the exclusion of the cost of carriage of stores in connection with 
capital projects from the cost was financially undesirable and the 
Railway Minister agreed to review the decision. A committee of 
three Senior Administrative Officers was appointed to review the 
alterations made in the accounting procedure. The Committee made 
the following recommendations to the Board:-

(1) the maintenance of Proforma accounts relating to freight 
charges debitable to the accounts of Works had involved 
more work in Railway Accounts Offices and being a 
basic factor of cost such changes should continue to be 
adjusted as expenditure on works; and 

(2) The adjustment of expenditure of carriage charges for 
Railway stores should be based on two principles, viz., 

(a) charges levied should be determin~d on the basis of 
out-of-pocket costs incurred in their transport; and 

(b) the adjustments should represent expenditure of the 
departments on the one hand and reduction of opera-
tion expenses on the other instead of such charges 
being treated as earnings of the Railway for account-
ing purposes. 

These recommendations were accepted by the Railway Board 
and the following procedure was adopted:-

Freight charges on carriage of Railway stores were, with effect 
from 1st April 19M. lev:(>d at the followmg rates:-

Coal At Public Tariff Rates 
Other Merchandise . 

. . (a) For wagon loads . 
. "per M.G. or N.G. wagon mile 4 annas 

Per M.G. or N.G. wagon mile 
NOTE . .:....The basis of charge will be the number of wagons used at 

the starting stations 
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(b) For smalls. 

All gauges . 25 pie per maund per mile. 
The freight charges would be reflected in the accounts of the 

spending departments, but instead of being credited to earnings 
would be taken in reduction of operation expenses and booked 
under Abstract 'G' separateJy on Coal and Railway Stores. 

For purposes of budgeting, the figures of freight char~es charge-
able to 'Works' as well as those on "Revenue account' estimated 
by the spending departments will be shown separately under the 
various Demands against the Detailed-Heads. 

I nte-r departmental adjustments 

Interdepartmental transactions between the various sub-adminis-
trative units, departments or divisions of each Railway zone broadly 
fall under the following heads:-

(1) Freight charges. 
(2) Wharfage and demurrage charges. 
(3) Cost of work done in the Shops and outside. 
(4) Cost of stores. 
(5) Printing charges. 
(6) Compensation claims on departmental traffic. 
(7) Adjustment on account of advances of pay and T.A. of 

staff transferred. 
(8) Adjustment of Provident Fund in r~ of staff traJUl-

ferred. . "f,:/ 
!,-" 

(9) Adjustment of Transfer of Pay Orders issued. 
(10) Freight charges on grainshop stores and deposit works· 

Even after the changes introduced in financial accounts with 
effect from the financial year, 1952-53, all the inter departmental 
adjustment referred to above except those for carriage of Railway 
stores other than grain shops and catering-stores, were not cancell-
ed. As a corollary to the recommendations relating to freight charges 
on the carriage of Railway stores with effect from the ffuancial ac-
counts of ·1954-55, inter-departmental adjustments on account of 
freight charges on the carriage of Railway materials have been re-
introduced. 

Inter-railway adjustments 

Inter-Railway adjustments may be broadly classified" under the 
fofiO\\ring headings:-

(1) Through traffic baiances as a result of apportionment of 
earnings. 

(2) Freight charges adjustable between the Railways on car- . 
riage of Railway stgEes and fuel. 

. ~ '¥,; 
(3) Adjustment for repair. 'Work done to Rolling Stock in the 

Railway Workshops. 
• 
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(4) Conference hire and penalty charges. 
(5) Hire and haulage of Rolling Stock. 
(6) Damages and deficiencies in interchanged stock. 
(7) Cost of coal and fuel and other stores including cost of 

components manufactured in Workshops. 
(8) Adjustment for the cost of manufacture of Rolling Stock 

by one Railway for another. 
(9) Debits in respect of Rolling Stock received against bulk 

orders placed by the Railway Board. 
(10) Traffic compensation claims payable by another Railway. 
(11) Erroneous remittance of cash earnings. 
(12) Adjustment regarding Provident Fund balance and 

security deposits of staff transferred from one Railway 
to another. 

(13) Adjustment on account of advances of pay and T.A. of 
staff transferred from one Railway to another. 

(14) Adjustment in respect of recoveries of Co-operative 
Credit Society dues from staff on deputation to other 
Railways. 

(15) Miscellaneous adjustments such as analytical work carri-
ed out at the laboratories or printing work in Railway 
Presses, electric energy supplied to other Railways, 
char~es for 1.R.C.A. share of expenditure and other 
publIcations, Railway Service Commission charges and 
sale of application forms, publicity expenses, interest 
charges on Provident and other funds, Customs Duty 
and Port Clearance Charges. 

With the completion of integration of Indian Railways into a 
unified financial undertaking, it was considered that inter-railway 
adjustments could be abolished substantially. As a result of this 
decision, orders were issued abolishing inter-railway adjustments 
from 1952-53 but only to the extent indicated below:-

(1) Abolition of earnings on Foreign traffic. 
(2) Freight charges for carriage of Railway stores and fuel 

etc., (other than gralnshop and catering stores). 
(3) Charges for POH, IOH and other repairs done in WOTk-

shops for other Railways. 
(4) Conference hire and penalty charges. 
(5) Hire and haulage of locos and Rolling Stock. 

The Committee appointed by the Board to review the questions 
referred to above also made their recommendations on the subject 
to the Board and as a result the following changes in accounting 
and financial structure of Railways have been made from 1st April 
1954:-

; (1) Apportionment of earnings in respect of inter zonal 
,traiRc has been reintroduced for determining the earn-
ings attributable to each Zone. The process has, how-
ever, been simplified by apportioning the earnings for 
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each Railway without segregating terminal, tranship-
ment or short distance charges in the case of Goods and 
Parcels traffic and by apportioning the earnings for 
each class by each via as one item in the case of 
Passenger traffic. 

(2) Inter-railway adjustments are being made in respect of 
all trap,sactions except the following:-

(a) Pettr adjustments not exceeding Rs. 500 are not re-
qUired to be made between one Railway and another, 
save those relating to transfer of deposits or re-
coveries from staff or outsiders and receipts or issues 
from Stores and Manufacture suspense. 

(b) No financial ~djustments are required to be carried out 
between Indian Railways in respect of the follow-
ing:-

(i) Hire and haulage and penalty on Rolling Stock (other 
than Cpnference Hire on Goods Wagons). 

(li) Damages and deficiencies in inter-changed stock. 
(iii) Analytical work done in Laboratories. 
(iv) Sale of application forms on behalf of Railway. 

Service Commission. 
('iT) Publicity and advertisement charges. 

(c) All other adjustments which had been eliminated prior to 
1st April 1952 such as, Joint Station Agreements, 
Running Power Agreements, etc. 
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APPENDIX VII 

State_lit oj ,xpettditure on Passenger Amenities from Deoelopthtnt Fund 
for ths~ 1953-54 

(In thousands of Rs.) 
~ 

Central Eastern Northern North-Southern Western Tol8l 
Eastern 

Water lupply at ; stations 6,13 4,68 3,69· 2,59 66 1.13 18,88 
Waiting rooms and festival 

jllheds 69 7.97 :1.69 2.51 1.83 5,66 21.35 
Retieshment rooms. re-

tiring rooms and ven-
dor's stall of ail des-
Q'iption 3.48 54 1040 1,00 1,94 33 8.69 

Provision and improvement , 
of latrines . . 59 68 56 53 75 1,02 4,13 

Extending. raising. widen-
ing. surfacing. cover! 
~ and other improve-
Ments including provi-
sion of seats plantation. 
etc. at platforms " 8.83 15.45 17.37 8.98 5.57 15,07 71.27 

PrQVi~9n of new over-
"bridie. and811b-ways 

87 ~d eXtension. . 82 83 2.93 34 J.65 7.44 
Provision of bathing 

facilities at stations 16 3 II 76 2 II 1.19 
Im~roved station approa-

c ea including improv-
ed lighting . 1.26 53 1.09 99 2.06 1.64 7.57 

Improvement to existing 
carriages such as fans . 86 17,94 1,43 4021 17,05 8,01 49,50 

Improved lighting and 
provision of fans for 
station.. platforms. 
waiting halls. festival 
sheds and vendor', 
Stalls 2.39 3.2J 2.56 23 3,80 1,b7 13,26 

Works coming under all 
L':Iese heads provided 
in connection with 
!nelas 6 6 8 16 -2 ,4 

Any other wc/rks consi-
dered c8senti&1 4012 2,47 4,65 13.82 14.00 4.19 43,25 

TOTAL 29.39 54.39 38.56 36.I:Z 49.33 39,08 2.46,87 
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APPENDIX VIU 
Statement $howin,K the summary of concLusions/recmnmendalUmf 

Estimates Committee relating to the Ministry of Railways­
Finat&ce an.d Accousus. 

Reference 
to pata. 

No. Summary of conclusions/recommendations 
in the 
Report • 3 

2 

6 The Committee recommend that for purposes of assessing 
the exact cost of the Accounts an d Financial organisa-
tion, the expenditure booked thereon should be 
separately maintained. 

19-20 The Committee consider that the procedure adopted for 
the control of expenditure on the Railways is unsatisfac-
tory and requires improvement. In respect of revenue 
ex,penditure, the scrutiny of the money spent and 
control are at present limited to seeing that the 
budget allotments are not exceeded, that the expenditure 
has been properly sanctioned and that the canons of 
financial propriety are observed. Control is, therefore, 
exercised largely with a view to fulfilling the require-
ments of Appropriation Audit. The expenditure 
actually incurred is not correlated to performance and 
scrutiny and control are not exercised so as to see wheth.!r 
an increase or decrease in performance is reflected 
in the related items of expenditure. The Committee 
would observe that the services rendered by the 
Railways, namely transport, have a commercial value, 
and are measurable in quantitative terms. Moreover, 
they earn a revenue directly related to the quantum 
of the services. Managerial control would, therefore, 
reveal wastage and inefficiency and would also help 
in a flexible adjustment of expenditure almost simultane-
ously with changes in performance. 

21-22 The first requirement of an efficient system of managerial 
control is a satisfactory system for analysing and com-
piling the various statistics of performance. A 
correlation of the expenditure with performance is 
the next step necessary. A mere comparison of the 
total ex,penses under any particular head either of 
the various units for the same period or of the same 
unit for different periods' serves no useful purpose 
since these expenses are affected by very many varying. 
facto"' .. --. ' ____ ....:..:::.=~:..:..:....v!.._ _ _r_,-------.-:------

• 
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All expenditure should, as far as possible, be expressed 
in terms of cost per unit of service. No satisfactory 
unit of comparison can perhaps be evolved in most 
cases but that an attempt has already been made in 
this direction in the published Statistics Vol. II of the 
Annual Report on Railways wherein various service 
units have been adopted depending in each case on 
the nature of the expenditure. 

The Committee have noticed that though voluminous 
statistics are available in the Railway Board's statistical 
publication, they do not appear to have been put to 
any substantial use in the control of expenditure. The 
Committee have, themselves undertaken a study of 
expenditure statistics for the year 1953-54 and have 
examined some 48 items pertaining both to the Broad 
Gauge and Metre Gauge. Certain general conclusions 
arrived at by the Committee as a result of this study 
are as shown below :-

CJ) There are wide variations in the cost of service 
under all the heads between the various railways 
during the year 1953-54. 

(ii) A comparison of the cost per unit of service during 
1953-54 with 1938-39 revealed that while in the 
case of some services the increase has been only 
about 50 % or so, in others the increase has 
been of the order of 400 to 500%. 

(iii) In almost all cases immediately after the integration' 
of the Zonal Railways, the level of expenditure 
has generally risen to correspond to that of the 
less efficient integrated units. It appeared that 
steps were not taken at the time of integration 
to make a comparative examination of the cost 
of service in the integrated units to ascertain 
the reasons for the better performance of some 
of the units, and thereafter to see that the standard 
of performance for the better units became the 
standard for the integrating railways as a whole. 

(io) Some of the railways have consistently poor 
performances to their credit in certain services. 
Attention has, therefore, particularly to be 
fo~ssed on these railways and on these items of 
.aervices to ascertain the particular conditions 

;.' prevailing on those railways with a view to 
seeing how far they could be rectified. . 

Aft~,considering the expianatiOl18 offered by the Railway 
Board the Committee have come to the conclusion 
that a completely satisfactory exp1anatiOll woul4 only 
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be possible by a detailed examination of the correspon-
ding figures at lower levels of organisation, and that 
a detailed examination by an expert is necessary so as 
to work out deviation factors for these causes by the 
application of which actual performance could be 
compared with standards . 

. 6 30 The Committee consider that the present statistics com-
paring expenditure with performance are insufficient 
for an effective review since they are compiled for the 
Zonal Railways as a whole. They, therefore, consider 
that unless attention is given to performance at all 
levels including the lowest level, review at the highest 
level by itself would be practically useless. 

31 The Committee realise that a number of steps,as indicated 
below, will have to be taken before it is possible to 
institute a managerial control of expc:oditure under 
Ordinary Working Expenses :-

(I) The items of expenditure will have to be separately 
analysed as "controllable"and"non-controllable". 

(i.) It will be necessary to ascertain which statistics 
of performance should be correlated to the various 
items of expenditure. 

(iiI) An exhaustive study of the various causes affecting 
each of these correlated performance units will 
have to be carried out and a procedure for making 
a quantitative assessment of their effect, as rar 
as possible worked out. 

(iv) To facilitate expenditure control for many items of 
expenditure, units, such as major sheds, marshall-
ing yards, stations etc. will have to be separately 
considered and individual attention paid to them. 

18 32 The Committee wish to make it clear that they do not 
propose that the procedure of managerial control should 
be adopted in substitution of the existing system of Ap-
propriation Control whicb will have to continue so long 
as the present form of Budget continues. They, there-
fore, suggest that pending reforms in the latter, the new 
procedure would be an addition necessary in the interests 
of economy of expenditure and efficiency of working. 

'9 35 The Committee are of the opinion that the Prod . .:tivity 
Tests of capital works sanctioned on financial srounds 
which were held in abeyance durins the war, should 
be reintroduced and that the application of these tests 
should not be confined only to items that come . up 
now in the ordinary course, "ut should also apply to 
Works which would hav~ c::orm; for scrutiny after 1950 
if the rules had not been held in abeyance • 

• 



I 2 

10 3li 

13 50 

14. 51 

54 

3 

The Committee desire that Productivity Tests should be 
undertaken in respect of the construction of quarters 
for officers in the, officers colony in the Diplomatic 
Enclave.in New Delhi, which were constructed at a cost 
of Rs. 2.1' 23 lakhs but the rent on which is expected 
to be only Rs. 12,534 per annum, that is, less than 
3/4 % of the capital cost. The Committee feel that 
this is a very low return on the capital invested and 
desire that a review should be undertaken of the expendi-
ture on all such officers' quarters where the return at 
present is very low. 

The Committee desire that a Productivity Review of 
expenditure on new works undertaken on grounds other 
than financial and charged to open Line Works 
(Revenue) and Development Fund should also he 
carried out. They further desire that the results of 
such reviews should be mentioned in the Reports of the 
Railways and where the anticipations expected at the 
time of incurriftg the'expenditure are not realised, the 
reasons therefor and the action proposed to be taken 
in the matter should also be mmtioned. 

The Committee are very much concerned to note 
the very great increase in the costs of construction 
of new lines. They are not satisfied that the scope 
for economy and for reducing the cost of construction 
to a reasonable level is entirely lim ited. They, therefore, 
recommend that a cost analysis of some of the new lines 
recently constructed s-hould be undertaken to see what 
positive steps could be taken to reduce costs of cons-
truction. The Committee would also like the form of 
Construction Accounts maintained at prescnt to be 
examined by an experienced Accounts officer to see 
what improvements could be effected therein for the 
efficient control of materials Consumed and labour 
employed. . The Committee consider that such an 
examination would be worth while since a reduction· 
of even two per cent in costs would mean a saving of 
over a crore in the Second Five Year Plan. 

A regular analysis of Workshop statistics, not merely 
with reference to the performance in varying periods 
but also comparing the performance with that of an-
other similar unit, should be very useful in effecting 
economies and improving efficiency. 

The . Committee learnt with surprise that the statistics for 
some of the major worbhops were not readily available 
.and it took some considerable time for the Railway 
Ministry to supply the information. Even then the 
information has not been complete. -, .. -.----------------.-------~.-.,---,----,-,--.--- ---
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The Committee note that the costs of operation in cer-
tain workshops are less than elsewhere. They con-
sider that advantage of this lower cost of production 
should be taken by undertaking work for other Zonal 
Railways in these workshops, wherever possible. This 
point should also be borne in mind when locating work-
shops; especially those which are likely to have spare 
capacity after meeting the actual requirements of a 
particular Zone, so that, as far as possible, they might 
be located in those 'areas where costs of working are 
comparatively lower. 

The Committee find that there is at present no uniformity 
in the statistics regarding performance maintained in 
the various workshops, and that full use is not being 
made of the information that is available. They are 
of the view that a detailed comparative examination 
of the nature proposed by them could lead to effective 
economies and increased efficiency. The Committee 
recommend that in addition to the present budgetary 
appropriation control, expenditure in workshops should 
also in future be subjected regularly to performance 
control, and the results for each of the major work-
shops indicated in the various individual Administra-
tion Reports. A general survey should also be inclu-
ded in the Railway Board's Annual Report. 

The Committee suggest that the extent to which the in-
stallation of additional machinery has increased the 
output, efficiency and capacity of the particular machi-
nery as well as of the workshop as a whole should be 
constantly watched. For this purpose the value of 
additional machinery installed in each of the various 
workshops year by year, especially where new machi-
nery is being bought for the first time or where 
substa n tial improvements are anticipated, should be 
maintained separately and it should be compared with 
the increase in output, efficiency and capacity wherever 
such a comparison is possible. The results of such a 
comparison should also be indicated in the vario~" 
Administration Reports for each of the workshops'.)/ 

The Committee suggest that the principles of ProductiJitYft 
Test should also be applied to the expenditure on addi-
tional equipment also and, thereafter, when the work 
is brought into commission, the outturn should be 
watched to see that the anticipations in this regard have 
been fulfilled. 

They .also suggest that the results of such an analysis 
in each of the major workshops should _ also be indi-
Clued in the various Administration Reports and Re-
port of the Railway Board. 
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19 5~ The Committee would observe that it is very necessary 
to know in any competitive industry or commerciar 
organisation, the cost incurred on each separate 
activity of the organisation and the returns accruing 
from it primarily for assessing efficiency. They, there-
fore, recommend that, before the Railways are faced 
with competition from other modes of transport, 
they ought to set about reorganising the techniqu;:s 
of their accounting and to adapt the modem refinements 
to the extent suitable to their conditions of working. 

The Committee recommend that a procedure should 
be worked out by an experienced Accounts Officer 
to implement the recommendations regarding the 
n:cessary refinements in accounting techniques. 

20 63 The Committee would stress that the recommendation-
made by them regarding refinements in accountilll 
techniques do not necessarily involve a conflict with 
the present requirements of Appropriation Audit. 
The Committee feel that the changes necessitated by 
application of modem Cost Accounting ideas can weH 
be undertaken along with the present forme; of accounting 
until such time as it may be found to be possible tt). 
modify the latter also. 

2 I 64 The Committee are of opinion that there are many ser-
vices for which the total costs including indirect chargC8-
could and should be worked out even within the frame-
work of the present structure of account. They are 
further of opir.ion that the results of working should 
be shown in the Administration Report of the Zonal 
Railway as well as of the Railway Board. 

22 65-68 The Committee observe that although the need for applying 
costing principles to Railway workshop accounting 
was stressed as long ago as 1924 by Sir Arthur Dickinson 
and successive Committees of Inquiry, such as th~ 
Raven Committee in J ~29, the Wedgwood Committee 
in 1937 and the Kunzru Committee in 1947, not 
much progress has been made in this regard so far. 
The Railway workshops constitute a service department 
where rolling stock are repaired and maintained 
and considerable amounts of spare parts valued 
at approximately over Rs. 5 crores manufactured. 
For all these purposes reliable estimates of costs are 
necessary in order that rationalisation of methods could 
be adopted and inefficiency and waste could be traced 
and ,eleminated. The Committee note that an 'officer 
has been placed on special duty in October, 19S5 to 
examine inler alia the procedure to be adopted for intro-
ducing a satisfactory system of costing in workshops. 
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The Committee suggest that inJorder to hasten the work 
of the officer placed on special duty to examine inter' 
alia the procedure to be adopted for introducing a 
satisfactory system of costindin workshops, the follow-
ing steps should be taken :-
(i) the officer should be assisted.by other officers in his 

work, particularly by officers who were deputed 
recently to undergo special courses in cost accounting 
etc., in workshops. 

(ii) The Implementation oftheir recommendation should 
be carried out simultaneously with the work as 
and when the interim reports are received. 

The Committee have examined the present system of 
classification of expenditure in Railway Accounts. 
They find that in many respects the analysis is not 
sufficient and requires improvement. 

The Committee consider that for an appreciation of the 
nature of improvements effected by the expenditure on 
Staff Amenities and Labour Welfare, it should be further 
classified into Hospitals, Dispensaries, Schools, Insti-
tutes etc. Similarly. the expenditure under Unre-
munerative Operating Improvements should be classified 
under Marshalling Yards, Transhipment Yards, Length-
ening of Loops etc. 

The Committee would point out that at the time of pre-
senting the budget the works expenditure is shown in the 
Rolling Stock, Works and Machinery Programme under 
certain broad categories. But due to the insufficiency 
of classification of expenditure the actual expenditure 
Cannot be brought OUt under the same detailed heads 
as shown in the Programme. The Committee consider 
this a defe<.."t which should be rectified early. 

The Committee desire that detailed information regarding 
works expenditure should be shown separately for each 
of the Railways in the Administration Reports of the 
concerned Railways and of the Railway Board. To the 
extent possible, it should also be shown separately for 
each unit of working, such as the District, Division, 
Major Stations, Marshalling Yards etc. 

The Committee consider that there are many minor mat-
ters in which changes in classification are required and 
that an examination of all such matters should be-
undertaken in detail and necessary changes in classifi-
cation rules effected early. 

~'--. --.--.-.~. ---. __ ... _---- ._." ------ -- - -

• 
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The Committee consider that the main defect in the Rail-
way Budget at present is that the funds provided aIt'not 
correlated to performance. They are, therefore, of the 
opinion that the budget for a commercial organisation like 
the Railways sqould be a flexible one, with the estimates 
of expenditure' closely linked with estimates of per-
formance. 

The Committee appreciate that a number of accounting 
, changes are necessary before the form of the Railway 

Budget could be changed from a financial to a managerial 
one. Nevertheless they desire that the Ministry should 
undertake without delay an examination of the matter 
and take suitable preliminary steps to that end. 

The Committee consider that there is no reason why in-
formation .' regarding anticipations of peformance 
should not find a place in the Explanatory Memoranda 
even now, when such information is utilised to a large 
extent in framing the budget. 

The Committee desire that the periods covered in the 
Explanatory Memoranda should be increased so that the 
trends of expenditure over a longer period under the 
Demands and their Sub-Heads arc readily available for 
comparison purposes. They consider that the number 
of years preGeding the year under review to be covered 
in the Memorandum should be at least five. 

The Committee would state that the present procedure 
for financial scrutiny and expenditure control requires 
vast changes with a view to improving the efficiency of 
working, reducing the incidence of expenditure and 
increasing the earnings of the Railways. They consider 
that the Accounts Department on whom this responsibility 
devolves should adopt modem techniques for this 
purpose, which are being constantly evolved elsewhere, 
with the necessary modifications to suit conditions on the 
Indian Railways. They realise that the changes cannot 
be introduced all at once but nevertheless a beginning 
should be made without delay. 

The Committee have examined whether the present orga-
nisation on the Zonal Railways for the compilation of 
budget and accounts, and for rendering financial advice 
to the administrations is satisfac.:tory, and have noticed 
that the organisation on the Zonal Railways has not been 
geared to meet the conditions arising from the two Five 
Year Plans. 

The Committee doubt the wisdom of placing the entire 
~den of compiling the accounts, framing the budget 
an.d rendering financial advice on a signlc officer. They 
are, therefore. of the view that the functions at present 
attached to the office of the Financial Adviser and Chief 
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Accow1ts Officer should be bifurcated, and there should 
be twu separate heads of departments ; the Chief 
Accuunts Ofhcer being concerned only with the com-
pilation of account, and for effecting the necessary check 
on the receipts and expenditure etc. and the 
Financial Adviser with the prompt compilation of budget, 
making available 11nancial advice tu administration, 
close control and review of expenditure, and to the 
application of improved techniques and introduction 
of changes in forms and procedure pertaining to :.lCC(lunt-
ing and finance etc. 

The Committee hope that with this major organisational 
change the Department~ would be in a position to effect 
;111 improvement in the control of expenditure etc. They 
consider that if one per cent. of economy of expenditure 
and increase in earnings could be accomplisbed, thl' 
total gain to the Railways would bL' (lver Rs. 5 crores 
~ml1ually . 

--
MGIPND-J .AD-24! LS-24-S-Sf-I,8oo 
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