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INTRODUCTION

I, the Chairman, Railway Convention Committee, 1973 having
been authorised by the Committee present this Ninth Report on
“Social Burdens on Indian Railways”.

2. The Railway Convention Committee took the evidence of the
representatives of the Ministry of Railways amd the Planning Com-
mission on the above subject on the 25th and 26th March and 12th
May, 1975.

3. The Committee wish to express their thanks to the Chairman
and Members of the Railway Board and the Financial Commissioner
for Railways for placing before the Committee the material that
they wanted in connection with the examination of the subject.

4. The Committee also wish to thank the Western Railway Em-
ployees’ Union for furnishing a memorandum to the Committee and
their Secretary, Shri Jagdish Ajmera, for appearing before the
Committee and making valuable suggestions.

5. The Report was considered by the Committee at their sitting
held on the 12th August and 18th October, 1975 and adopted on the
18th October, 1975.

6. The summary of recommendations|conclusions contained in
the Report is appended to the Report (Appendix IV).

New DELHI; B. S. MURTHY,
October 30, 1975. Chairman, '
Kartika 8, 1887(S). Railway Convention Committee.



CHAPTER 1
THE CONCEPT OF SOCIAL BURDENS
A. The Problem

L1 The Financial:Commissioner for Railways, in his Memo-
randum to the Railway Convention Committee, 1973 has submitted
for consideration of the Committee, the general question of the
‘Social Burdens’ imposed on Railways, and particularly the policy
to be followed in respect of (a) the existing uneconomic branch-
lines, (b) the construction of new lines, restoration of dismantled
lines, and conversion of metre gauge and narrow gauge lines to
Broad gauge which are not financially justified on the existing
criteria, and (c) suburban services run by Railways.

1.2. Explaining the problem, the Financial Commissioner, has
stated in his Memorandum that almost everywhere, the Railways
are regarded not only as a commercial enterprise with their own
system of accounts and management but also as a public utility
undertaking catering to the needs of the society. As such, quite
often, decisions about existing operations or new investments—
closure of lines, restoration of links, construction of new lines,
modernisation etc., are governed, apart from considerations of finan-
cial viability, by their likely repercussions on the general well-
being of the community. Thus, from the point of view of rational
allocation of scarce resources, the continuance of particular un-
economic services or investment in unremunerative railway pro-
jects is worth-while if the expected social benefits outweigh the
costs that they entail, or (what comes to the same thing) if the
benefits that do not directly accrue to the Railways exceed the
loss that the Railways incur. The social burdens of the Railways,
as distinct from their commercial deficit, are the losses occasioned
by such uneconomic policies and operations as are considered by
Government to be justified on wider social or national grounds.

1.3. Like Railway systems in other countries, the Indian' Rail-
ways resolve the conflict between social and priyate profitability by
accepting a financial loss. The consequent social burden is tanta-
mount to a transfer of income from the Rail\flays to the general
community. Manifestly, there is a definite limit to the extgnt of
such transfers; for, beyond a certain point, the‘accumul'atxon of
social burdens would inevitably upset the financial equilibrium of
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the Railways. The pursuit of overall social benefits in the choice
of railway  investments or the continuance of particular services

accordingly generates two basic financial problems which need to
be satisfactorily resolved.

14. Regarding the two basic financial problems referred to
above the Financial Commissioner has stated that the first concerns
the manner in which the social burden is eventually shared betweern
the Railways, on the one hand and the general tax-payer, on the
other. The second relates to the nature of the financial arrange-
ment whereby the Railways are compensated for the social burdens.
The choice here is largely confined to the following three types of
subventions, such as concessional rates of dividend payable on
capital and debt liabilities, grants for financing of capital ouflays,
and periodical financial contributions from the Government for
meeting the social losses already incurred in the shape of reimburse-

ment of specific types of expenditure or the restructuring of out-
standing debt liabilities.

B. Enumeration of Social Burdens on Indian Railways

1.5. Enumerating the various social burdens borne by the Rail-
ways and explaining why they should be so treated, the Ministry
of Railways have stated that the Indian Railways are a public
utility service in addition to being a commercial undertaking. As
such, the Railways have a number of obligations of public service
character. This imposes on the Railways the obligation to meet, in
conformity with national economic and social policy objectives, the
needs of the community, and restricts their commercial freedom in
the matter of pricing and elimination of uneconomic operations and
services. In addition, the Railways have to bear certain costs whick
by their nature should normally be borne by the State. As a conse-
quence, the Railways have to bear certain types of losses and costs
which would not have been incurred had they been run on a pure-
ly commercial lines. These losses and costs borne by the Railways
in public interest constitute social burdens on them.

1.6. The losses arising from the comtinued running of unprofit-
able services needed by the public, or charging uneconomic fares/
rates on certain traffic, in the interest of the community, are prime
examples of social burdens. The expenditure incurred on police and

medi-care of the staff and their families and education of their
children are other major instances.



Coaching Services:

'1.7. Earnings from passenger and other coaching (luggage, par--
cels, etc) traffic have been steadily rising but, even so, they are
inadequate to cover the full share of the cost of such services.

18. The railways suffer considerable loss on passenger services-
as a result of having to charge uneconomic fares and continuing to
run unremunerative segvices, in the public interest. The loss on
running passenger services is, therefore, a social burden.

1.9. In keeping with the Government’s policy of price restraint,.
the fares have been only partially re-aligned, and often after a
considerable time lag, to the steep rise in wages and prices. This
has resulted in the increase in the unit earnings per passenger km
trailing far behind the rates of increase in the major components
of railway costs. The table below compares the indices of average
revenue per passenger km with the average cost per employee and
the price level of fuel. It may be explained here that the staff
cost accounts for 60 per cent of the Railways” working expenses.
(excluding Appropriation to Depreciation Reserve Fund and Pen-

sion Fund) and another 20 per cent of the working expenses is
spent on fuel:

(19g19-763‘.:14100)
Average revenue per passenger km. 146° 5
Average cost per regular employee . 218'6
Price of fuel
Coal i . . . . . . 1902
Mineral oilsj] . . . . . 2362
Electricity . . . . . 161-7;

1.10. It will be seen that while unit costs have gone up by about.
62 per cent to 136 per cent over the period 1861-62 to 1973-74, the
unit earnings have increased by only 47 per cent during the same
period.

1.11. In spite of the wide gap between the increase in the price'S'
charged and paid by the Railways, the Railways have had to conti-
nue to charge, in the public interest, concessional fares on certain
categories of passengers. Suburban passengers in and around' the
metropolitan cities of Bombay, Calcutta and Madras are the princi-
pal beneficiaries of this policy; the average fare paid by a
suburban passenger in 1873-74 was only 138 paise per passen-
ger km. against 3.05 paise paid by non-suburban passengers,
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taking all classes together. Other beneficiaries of this policy are
season ticket holders in non-suburban areas, military personnel
going on leave, students, sportsmen, artists, cadets and officers of
N.C.C, Kisans and industrial labourers in parties, trained nurses
and midwives, school teachers on educational tours, hill station
travellers during summer months etc.

1.12. Suburban and non-suburban passenger operations could no
doubt be made less unprofitable, if not financially viable, through
suitable adjustments in the level and structure of rail fares. How~
-ever, over half the total number of passengers are suburban pas-
sengers and about 97 per cent of both the suburban and non-sub-
urban passengers travel in third class (now second class). While
the fares for these classes have also been raised from time to time,
substantially in 1974-75, there is a limit to which the fares for low-
income passengers can be adjusted.

1.13. Another cause of loss in passenger services is the continued
running of services which are unremunerative but are needed by the
public. The public service character of the Railways requires that
they provide adequate passenger services on all routes at all times
irrespective of whether a particular service is paying or not. The
Railways are, therefore, obliged to run a number of services in public
interest, though they are not fully justfied by the volume of traffic.

Freight services:

1.14. The railways bear some social burdens in respect of freight
traffic also. The public service obligations of the railways in respect
of freight traffic have been outlined in the Indian Railways Act,
1890. According to Section 27 of the Act, the Railways have the
obligation to provide reasonable facilities for receiving and for-
warding the traffic offered to them without any undue preference
as defined in Section 28 of the Act. Thus the Railways cannot
normally refuse to carry any goods offered to them or discriminate
between what to carry and what not to carry. Such obligations are
not shared by other modes of transport. Further, under Section
27-A of the Act, the Central Government may direct the Railway
Administration in the public interest to give preference to the
transport of such goods or class of goods as may be specified. Such
directions are generally given in respect of low rated commodities
like coal, foodgrains, mineral ore for export, manure etc.

1.15. Combined, these public service obligations of the railways
have resulted in the Railways becoming increasingly bulk carriers
of heavy goods over longer distances, the general goods being car-
ried more and more by the road-ways. The share of eight bulk
commodities in the tonnage of railways revenue earning traffic has
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increased from 58 per cent in 1950-51 to 81 per cent in 1973-74 and
there has been corresponding reduction in the share of general
goods in the Railways’ traffic. Unfortunately, some of these bulk
commodities particularly coal and foodgrains which together cons-
titute greater part of this class of traffic, are low rated. In 1973-74,
the bulk commodities contributed only 68 per cent of the revenue

though they accounted for 72 per cent of net tonne km and 81 per
cent of the total tonnage lifted.

1.16. As in the casé of passenger fares, railways have exercised
continued restraint, in the public interest, on increa

ses in freight
rates also.

The freight rates have not been adjusted adequately,
and in time, to the steep increase in working expenses of the Rail-
ways and this has resulted in the unit earnings per net tonne km.
lagging far behind the rates of increase in the staff cost and fuel
cost, which together account for 80 per cent of the Railways’ work-
ing expenses (excluding appropriation to Depreciation Reserve Fund
and Pension Fund). In the period 1961-62 to 1973-74, the revenue
per tonne km. increased only by 48 per cent in marked contrast to
the rise of 118 per cent in the average cost of an employee and 62
per cent to 136 per cent in the price of different types of fuel. These
figures give a quantitative idea of the wide gap between the increase
in the price charged and paid by the Railways which has resulted
from the policy of price restraint in a period of rising prices.

1.17. Continued inflation, with annual rise in prices reaching
double digit figures during the last two years, has resulted in a fur-
ther steep increase in the working expenses of the railways in 1974-
75. Accordingly, the freight charges on all commodities except those
which have a direct bearing on the cost of living of the common man,
were revised substantially in 1974-75.

Commodities carried at below cost:

1.18. The freight structure has been made progress?vely cost
oriented so as to bring the freight charge on each commodity nearer
to its real cost of carriage. The Railways have, however, for long
been carrying certain essential commodities at below f:o.st. in ke;};-
ing with the general policy of the Government of subsidising t;'athc
which is essential to the economy or related to th‘e' needs o 4:
poorer sections of the population. These commoghfxes i_nclude I:oﬁ-
and foodgrains, the two most important com:.nodmes 1; :h;ecaise
ways’ freight business. It needs to be emp}xamsed here, ; ; i
of their public service obligations, the Rallw.ays have ha o
such commodities even though at below cost in prgferemf:e uchpcom-
able commodities. The losses incurred on the cax“irx(aig: 0a sso L bun
modities, in particular, have therefore, been regarded as
den.
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1.19. The rates for coal and all other commodities except those:
which affect the cost of living of the common man were revised up-
wards in 1974-75 and the rates for foodgrains have been raised in
1975-76. However, even after these revisions, the freight charges on
certain low rated commodities which affect the general cost of living
may not be adequate to meet the cost of their transportation irres-
pective of the distance carried, or (because of tapering rates) beyond
certain distances, on one or all the gauges. The principal commo-
dities, the freight on which is not likely to be adequate to meet the
cost of haulage even after these revisions are: fodder, fruits and
vegetables, fire-wood & charcoal, gur, shakkar and jaggery, salt and
certain mineral ores other than iron ore. It may, however, be
added that the “loss” on these items is not very heavy.

Freight concessions on export:

1.20. For some years now, the Railways have been granting freight
concessions on a number of export commodities and coverage of
such concessions had gradually increased. Low freight rates in this
case are necessitated by the national policy objective of maximising
foreign exchange earnings and not commercial interests of the Rail-
ways and the subsidy has, therefore, added to the Railways’ social
burdens. Some 25 per cent to 40 per cent of normal freight charges
was being rebated in the case of certain traditional and non-tradi-
tional export products. However, export rebates on other commodi-
ties were withdrawn in November, 1974, and freight concessions on

iron ore and manganese ore exports have been withdrawn from.
April, 1975.

Freight concessions as relief measure:

1.21. In addition, the Railways give some freight concessions on
relief supplies for drought affected areas, victims of ﬁoods,. ete.
These concessions are intended to subsidise relief operations which is
not the function of a commercial organisation and are, therefore,
treated as a social burden.

Operation of unremunerative branch lines:

1.22. There are, at present, a number of branch lines on the Rail-
way system in India which, in varying c!egree, are utilised bt;ltﬁv
their capacity and the services on these lines are not commerc :i y
viable. With the change in the industrial stru.cture, urbanisahop
and on rush of motorisation, most of the branch lines have 1o:t t e‘:;
gocial and economic raison d’etre. 1t ‘may be more advan :gt;o
from the standpoint of national economy to re.place‘most ot ae!:r;
by motor transport. Yet there is strong pu}:hc reslstm;ce :v oy
proposal for the closure of these unremunerative brar,xlt.:‘l‘l 1(1:1:; e
is indicative of their usefulness to the community. : e G
appointed in 1869 to review the procedure and polcy
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unremunerative branch lines as well as the State G
dlso opposed their closure. As the Railways overnments have

these unre‘munera}tive lines in the public interest, the losses incur-
red on their running are to be regarded as social burden. The losses

.arising from the operation of these lines are, however, included in
the losses on coaching services and on commodities carried below
«cost mentioned above. These observations apply mutatis mutandis

‘to the restoration of dismantled lines or construction of new lines
in backward or under developed areas.

continue to operate

‘Other social burdens:

1.23. The Railways provide a number of non-wage benefits to
‘their employees such as health and medical services for staff and
their families and educational assistance and facilities for their chil-
dren. Such facilities are normally expected to be provided by the
State and the cost of these benefits, therefore, adds to the social bur-
den of the Rallways. Railways have also to maintain the Railway
Protection Force for the protection of Railway assets and property
and meet a part of the expenditure on Police deployed by the State
Government on ‘order’ duties, crime prevention, maintenance of law
and order ete. The protection of property against criminal and law-
less acts is a function of the State and Railways’ expenditure there-
on, therefore, classifies as social costs incurred by the Railways.

1.24. In the context of the statement of the Financial Commis-
sioner that “social burdens of the Railways as distinct from their
commercial deficit are the losses occasioned by such uneconomic Poli-
cies and operations as are considered by Government to be justified
in wider social or national grounds,” the Committee desired to know
the operations of the Railways which could be strictly termed as
commercial operations and the operations which fel]l purely under the
category of non-commercial operations and were undertaken  not
from the commercial angle but on social or national grounds. Tl‘xe
Ministry of Railways have in a written reply stated that the Raii
‘ways are expected to draw up a balance sheet of their rem'a;hlptgbasm
expenditure every year and they are apt to be judged otn eof athe
of .surplus or deficit in their working rfesults. A}l operations
Railways should normally be commercial operations.

1.25. Services which are unprofitable due to inadequacy (1)f tra;?i
(as for' example unremunerative branch lines) but nevertheless ¢

tinue to be run as they are needed by the (p ubflic, O;at:ll‘;l?izs:fe:;;
: tes (as for e
tain traffic at uneconomic fares and rate the interest of public

traffic and carriage of coal and foodgrains) in
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service cannot strictly be regarded as commercial operations and
are undertaken on public service considerations.

1.26. When asked to indicate the criteria for determining whether
a particular railway operation was a commercial operation or a pub-
lic service obligation, the Financial Commissioner for Railways stat-
ed during evidence that a commercial organisation was motivated by
the idea of maximising profits. So far as Railways were concerned,
he stated that “when we talk in terms of investments, we come
across proposals which do not yield even the minimum return which
we are supposed to generate on an investment. If it is required in
the larger interests of the community, then it may be called non-
commercial investment.” When asked to illustrate, the Financial
Commissioner stated that the new lines in backward areas, carriage
of bulk commodities at low rates such as coal, foodgrains and stones
etc., non-stepping up of fares and freights, despite the increase in
cost of inputs over the years, were some of the examples. He con-
cluded: “We have not got the commercial freedom to do what we

like in the field of investment or working or pricing in our own
interest.”

1.27. Asked to elaborate the statement in the Indian Railways’
Year Book, 1973-74 that “subject to the obligation to contribute a
fixed rate of dividend to the general exchequer which provides all
the capital invested in the Railways, the Railways are free to pursue
their own financial policies to their best advantage”, the Financial
Commissioner stated that while it was true that historically the Rail-
ways were given a certain amount of freedom, that freedom had to
be exercised, subject to the general policy of the Government and
recommendations of the various Parliamentary Committees and over-
all supervision of Parliament. Explaining the position further, the
Financial Commissioner referred to the following passage in the

Report of the Committee on Transport Policy and Coordination,
1966: —

«Besides their role in fulfilling plan objectives, the Railways have
a number of obligations of a public service character. These have
devolved on them partly because they are a Centra! Governm‘ent
undertaking with sole responsibility for providing rail communica-
tions and partly because of the emphasis which has been l?laced tiver
several decades on the public utility character of the railways.

i issi he Railways
1.28. The Financial Commissioner staﬁed_ that when.t ailw
talked of social burdens, they had in mind those social obligations
which stood in the way of profitability.



9

1.?9. The Financial Commissioner further stated during evidence
tha't in 1974-75, the Railways had made a large increase in fares and
fx:ex‘ghts. In his Budget speech, the Minister had pointed out that
his proposal would have the least effect on certain vulnerable sections
of society especially with reference to the passenger traffic. The re-
sult was 76 per cent to 80 per cent of the passenger traffic was left
unaffected. Agrain, in the latest Budget speech the Railway Minis-
ter stated that he did not propose to make any changes, whatsoever,
for passenger traffic in any class. According to the Financial Com-
missioner, there was a socio-political obligation to keep the price low
for the common man and not to impose fresh burdens on him.
“Therefore, a deliberate policy decision is taken which is not entire-
ly in accord with the financial interest of the Railways—that is what
we call social burdens.”

1.30. In response to a question, the Financial Commissioner stated:

“Take for example suburban traffic. Why year in and year
out, we have left it out? In September 1974 we increased
our passenger fares, but we have left out nearly 71 per
cent of the traffic unaffected. The suburban traffic is 48
per cent in terms of number of passengers. Upto 25 Kms.
it is 23 per cent of our traffic. That has also been left out.
That means; 71 per cent of our traffic has been left un-

affected.”

1.31. When it was pointed out that these things were inherent in
the situation; the Chairman; Railway Board stated:

“Suppose, for argument’s sake, we do not run the short-distance
trains where we are losing heavily and we put that capa-
city to use for goods traffic, it will meet our cost fully with.
very little of investment. Any private enterprise would
have done that. They would not have gone on increasing
the passenger traffic, they would have reduced or contain-

ed this.

Now in future, the incremental cost of passenger traffic is
going to be very high for the very simple reason that most

of our passenger terminals are getting more and more

congested and whenever you think of a new terqlinal to
improve the capacity, the investments that are jnvolved

in it are very tremendous.”

1.32. The Committee also desired to know whether there .has
been any change in the pattern of social burdens carried. The Minis-
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'try .of Kailways have in a written note stated that there has been no
basic change in tthe pattern of social burdens all these years, and

vthat it was only in respect of the quantum of losses that there has
been a phenomenal increase in recent years.

C. Estimates of Social Burden in Monetary Terms:—

1.33. The following table shows the incidence of losses to the

Railways on account of various social burdens during the last five
"years:

TABLE 1

(Rs. in crores)

1970-71  1971-72  1972-73 1973-74 1974-75
estimated

‘A. Low rated freight traffic . 5200 §4-00 §5-00 11540 45° 61
B. Passenger traffic [ ]
(a) Suburban . . . 12°00 1200 13- 00 14-00 18- 80

(b)) Non-suburban . 47700 49° 02 §9° 00 81-06 134° 70

C. Unremunerative Branch

Lines* . . . 9:53 9-88 11-§8 10°98 14° 29
D. Preight concessions on ex-
port. trade, relief measures 100 1-2§ 156 4:00 480
etc.
TotAL . 112:00 116 2§ 119 56 214" 46 203-91

*(Excluding dividend liability. The figures of losses are included in A& B),

1.34. The Finandlal Commissioner for Railways has stated in his
Memorandum submitted to the Committee that apart from the
social burden losses that can be attributed to certain types of goods
and passenger traffic, the finances, of the Railways are burdened
further by substantial expenditure on medical facilities, subsidised
‘housing for railwaymen and educational benefits provided to the
employees or their dependents. Besides the Railways incur the
cost of maintenance of Railway Protection Force as well as bear 8

—
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part of the expenditure on police deployed by State Governments
on “order” duties. Expenses under all these heads amounted to

Rs. 47.42 crores in 1970-71; by 1974-75 they have risen to nearly
Rs. 77.68 crores.

1.85. Expenditure incurred by the Railways under these miscel-
laneous heads has been as follows:

' Table 2

—_—— e —

(Rs. in crores)
1970-71  1971-72  1972-73  1973-74 1974-75

1. Health, Medical and Welif-
fare Services . . . 18:87 20° 3§ 21°22 2677 3353

2. Railway Protection Force,
Order Police etc. . 155§ 17:07 18- 44 21°42 27:62
3. Subsidised housing of
employees. . . . 10° 00 10° 60 1100 11°00 11°30
4. Educatjnal assistance to
railway employees‘ children 3°00 3°00 3-28 343 5°23

ToTAL . 47 42 s1-02 53:94 62:62 77°68

1.36. The aggregate loss representing the social burden sustained
by the Railways on account of uneconomic operations preferential
fares and rates and other social costs in the four comparative years
works out as shown in the table below:

Table 3

(Rs. in crores)

1970-71  1971-72  1972-73 1973-74 1974-75

1 2 3 4 5

I. Direct losses incurred by
ilways as a result of
subsidised rates (as per

Table—1) . 121° 53 116- 2§ 119°'S6  314°46  203°9%1

1167 Ls—2,



1 2 3 4 5
2. Social overheads met by
Railways by way of
health, medical facilities,
subsidised  housing, edu-
cational assistance to staff 626
etc. . . . 47° 42 §1°02 5394 2+ 63 7768
(As per table z) M
Total 168.95 167.27 | 173.50 277.08  281.59

1.37. A major hidden element of social burden is directly related
to the continuing disparity between the rate of increase of fares
and freight rates on the one hand, and that of wages and prices of
.inputs paid by the Railways, on the other. As the data tabulated
below reveal, over the last two decades, the rise in fare and freight
rates has fallen far short of the increase in wage rates of employees
as well as the increase in prices of major inputs used by the Rail-

ways.
Table 4

Index of Railway charges vis-a-Vis prices and wages

1950—1955—1950—!955—1970—1971—1973—1973—1974—'
§6 61 66 71 72 73 74 75

1. Rate charged per

tonne-km 100 II1 122 1485 172 178 182 186 238
II. Rate realised per ’

passenger—Km . 100 117 116 154 169 172 174 183 223
1II. *Wages 100 117 143 185 269 285 294 319 426
1IV. Cost of—**

(a) Coal IO  JOI 141 173 238 242 250 269 346

(b) Mineral oils ., 100 110 126 160 202 220 230 303 sor

(¢) Electricity . 100 100 121 156 188 193 199 202 285

@) 'Iron &  Steel
manufactures . 100 142 177 219 297 317 359 413 50§

(o) Ccment 100 114 I§1 203 2§51 264 275 282 - 371
¥ )

sIncluding overtime, D.A., CCA, TA, pension benefits, provident fund ard immy
contributions but excluding health and medical services, educational assistance, housing
subsidy, sports facilitics, relief assistance, canteen services and other staff amenities.

*¢Index of whole-sale prices issued by the Office of Economic Adviser, Ministry of
Industrial Development.
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1.38. The Railways have no commercial freedom in the matter
of setting prices; and, for reasons of national interest, fares and
freight rates have not been permitted to rise in proportion to wages
and input prices. Moderation in the upward adjustment of fares
and freight rates in response to rising prices is dictated by the need
to protect industrial costs and living standards of the masses. But
the social burden rises progressively as a direct consequence of
differential rates of inflation of prices charged and paid by the
Railways. Restraint qn fares and freight rates despite continued
rise in wages and prices, reduces the surplus from remunerative
operations below what it would otherwise have been, or else, adds
to the losses arising from uneconomic services and other social
expenditures. Thus, the estimates of losses presented above, which
exclude the adverse impact of price restraint on profitable services,
do not fully record the actual extent of the financial burden of social
obligations assumed by the Railways.

1.39. The Committee desired to know the reasons for the rising
trend of losses from year to year on account of social burdens.
In reply, the Ministry of Railways have stated in a written note
that the estimated loss (Rs. 167.88 crores) on account of social
burdens for 1973-74 furnished to the Railway Convention Committee
1973 in Memorandum VIII was provisional. This figure was revised
in February 1974 after taking into account later estimates of ex-
penses and earnings. Further, in 1974-75 there has been a change
in the mode of presentation of the losses. Taking all these factors
into account, the losses for the 4 years will be as follows:

———

(Rs.
in crores)
1971—72 . . . 167°27
1972—73 . . 173° 50
1973—74 . . . . 277-08
1974~—75 (estimated) . . 28159

1.40. The main reasons for the rise in trend of losses from year
to year are:

(i) Rapid cost escalation resulting froxr‘x persistent rise ;:1
prices and wages has caused steep increase in the. work-
ing expenses. In keeping with the policy of price res-
traint, however, freight rates and fare? have been only
partially re-aligned, often after con.sldeuble time lag.
to the steep rise in the wages and prices.
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(ii) The possibility of absorbing cost increases through higher
traffic throughput has been severely restricted as there
was hardly any increase in the volume of freight traffic
cf)nsequent on slow-down in the rate of industrial expan-
sion.

1.41. The inadequate and often delayed adjustments in fares and
freight rates vis-a-vis rising costs have resulted in the rate of
increase in the unit earnings per passenger Km. and per tonne Km.
trailing far behind rates of increase in the average wages of staff
and price level of fuel and other stores. This is brought out in
the table below:

197172 — 100

1972-73  1973-74

Average cost per regular employee . . . - 109-§ 118:3
Price of fuel :
Coal Ce e e e 103'5 1113
Mineral oils . . . . . . 1048 137°7
Blectricity . . . . s . 103'2 105°0
Average revenuc per passenger  km. . . . . . 100° 8 1063
Average revenue per NTKM . . . . K . 102°3 105°0

1.42. A quantitative idea of the wide gap between the increase
in the price charged and paid by the Railways is evident from the
above. The relatively higher increase in losses in 1973-74 was due
to such higher increase in wage levels and prices of materials on
the one hand and reduction in volume of freight traffic on the other
hand consequent on continued staff unrest during the year and the
slow-down of industrial growth. '

1.43. When asked to indicate the latest estimates in regard to
the losses on account of social burdens, the Financial Commis-
sioner, during the course of evidence in May, 1975 stated:

“We started working it out since 1968-69 and over the years
we have been trying to refine our methodology and it is
a continuous process. Therefore, in some cases, the
figures are not entirely. comparable. With this reserva-
tion, I shall give the figures. In 1970-71, the loss due to
gocial burdens was Rs. 112 crores, excluding the other
overheads we have been mentioning time and again like
health services, educational systems, police service, ete.
This is purely on operating work and commercial work.
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It went up to Rs. 116.25 crores in 1971-72; Rs. 119.56 crores
in 1972-73, Rs. 21446 crores in 1973-74 and Rs. 203.91
crores in 1874-75. For 1975-76 our estimate is Rs. 137.93
crores, of which nearly Rs. 130 crores is on account of
passenger traffic. Others we have covered up except two
major items—fodder and salt which we carry at a loss,
due to sentirpental reasons. So far as 1975-76 is concern-
ed, we said we will have a better picture by February
76 when the revised estimates will be available. The
figure I have given is the estimate as I see it at this
point of time.”

1.44. When asked whether the losses would continue to come
down, the Financial Commissioner for Railways stated that it was,
a continuous process and could be assessed only with reference to
a point of time. He pointed out that if in the course of the year,
the price of coal was increased by Rs. 25| per tonne, the Railways
would have to incur an additional expenditure of Rs. 40 crores.
“If the fuel price is again revised as per the current talk, we will
be affected. If DA instalments are to be given, we will be affect-
ed.”

-1.45. The Committee enquired from the representative of the
Ministry of Railways about the control exercised by the Railways
over their expenditure. The Financial Commissioner for Railways
stated:

“Our expenditure can be put in three main classes. (1) Estab-

. blishment—Railway s a labour intensive industry. )

Fuel and (3) Miscellaneous. On labour our expendiwre

is 60 to 65 per cent of the total. On fuel it is from

20 to 25 per cent. In these our control is limited in

the sense that while we have no say and no freedom

in trying to decide what should be the scale of remune-

ration of the employees; what should be the rate of fuel.

Our control is only in trying to make the maximum use

of the resources at our disposal in a most economical

manner, that we should have saving, that we s}aould have
efficiency and that we should have econorpy.'

tionalisation of

1.46. When asked to state the effect of the ra
freight rates and fares during 1973-74 and 1974-75 on t.he losses du;
to social burdens, the Financial Commissioner for Railways state

during evidence:

1973-74. During that

wn i before
Take the figure immediately e order of Rs. 119.50

period the social burden was of th
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crores of which goods was Rs. 55 crores and coaching
traffic was Rs. 63 crores and freight concession was of
the order of Rs. 1.50 crores. In 1974-75 we have taken
steps to take away social burden which fell on the Rail-
way in respect of commodities and freight concession on
exports. We have also tried to reduce the mounting
effect of losses on passenger traffic. While we have
succeeded in the case of commbodities, in the case of
passenger traffic, we possibly could not. That would
require an increase which would be intolerable at that
stage. In 1973-74 before we increased sharply the fare
and freight, the loss on goods had been of the order of
Rs. 1045 crores and it was going up and it will go up
still further because of the effect of Pay Commission’s
recommendations. We have neutralised the effect of that
extra expendifure which was there because of escalation
of emoluments and also wiped out the other operating
losses.”

1.47. The Committee enquired whether the employees of various
organisations living in different suburbs of the cities were not
entitled to concessional rail travel in the same manner as the
railway employees who had free travel facility, the Chairman,
Railway Board stated:

“But as an employer, we are bearing the cost. The point you
have raised is an interesting one because it arises in
many of the townships which are coming up. What is
socially more desirable or economical? Is it the point
that we should provide housing where people live; or
should, we transfer the burden on to the Railways or
expect the latter to carry people at a cheaper rate. It
may have an effect in the long run on the kind of invest-
ments that we are making. The investments to be made
on the Railways for this purpose would have to be more,
if this is done.”

1.48. When asked to indicate the percentage of Railways‘ social
burden to their total revenue, the Financial Commissioner for
Railways stated:

“About 10 per cent, and that is quite a bit conside'riz'ag that
we pay only 6 per cent maximum to the Ministry of
Finance by way of return. To carry an additional 10 per
cent on our earnings is back-breaking.
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About raising the freight rates of foodgrains, coal etc., I can
only assure you that we did our very best. I would not
like to dilate on the effort that we had to put in to get
these concessions removed. In the original budget of 1974-
75 we took away the concessional rates of coal. In the last
Budget of 1975 we have taken away the concession on food-
grains.” .

1.49. The Committee wanted to know what new factors have come
into play for seeking compensation for the losses occasioned by the
social burdens, when the Railways had been viable for many years
inspite of carrying social burdens. The Ministry of Railways have
stated in a written note that the finances of the Railways in recent
years had been seriously upset by two main factors,

(i) slow industrial growth, and
(ii) high rate of price inflation.

After 1965-66 the growth of goods traffic was hit by poor growth
of mineral and basic industrial sectors.

1.50. A few rail transport oriented bulk commodities like coal,
steel, mineral ores, cement, fertilizers, petroleum products and food-
grains now account for most of the tonnage of rail borne goods traffic.
More important still, almost the entire growth of goods traffic from
one year to another now depends on the production of these com-
modities. In recent years, however, the output of such bulk com-
modities has been increasing at a very slow pace; and, often, even this
modest growth has tended to taper off. For instance, between 1969-
70 and 1973-74 coal production increased marginally by 1.2 million
tonnes to 81.2 million tonnes. Finished steel output continued to
fluctuate around the 1965-66 level. Cement production which had
been rising steadily actually fell in 1973-74. The rate of growth of
fertilizers production too slackened considerably. Iron ore produc-
tion outside Goa, which constitutes almost zll the rail borne move-
ment of this commodity also fell during 1973-74 in which year it was
just about 1.5 million tonnes higher than in 1969-70.

1.51. Over this period, however, slow industrial growth was
accompanied by continued price inflation which reached double' digit
levels during the last two years. The steep and contmued rise in
prices and cost of living sharply raised wage costs and othel: elements
of working expenses. The adjustments in fares and freight rates
were, on the other Hand, mostly delayed and inadequate. All this
has led to a rapid deterioration in the overall financial position of
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the railways. To make matters worse, Railway operations during
1973-74 and 1974-75 suffered a great deal of dislocation owing to dis-
turbed industrial relations.

1.52. The Committee enquired whether it was possible to evolve
a methodology to work out precisely the quantum of losses on the
Railways as commercial losses and the quantum of losses arising out
of social burdens. The Financial Commissioner for Railways stated
that there were two kinds of losses in the Railways viz. the social loss
and the commercial loss, and these losses constituted such an inte-
grated loss that in financial and accounting terms, sometimes it be-
came difficult to segregate the two. According to him during the
last two, years they were trying to work out and had now got the
picture a little clearer than what it was two years ago. He stated,
for example, that just before the nationalisation of all the Railways,
each Railway was treated as a separate unit and the fares and the
freight were treated as sum total of the fares chargeable on each
zone. But with the nationalisation of the Railways, the Railways
felt that it was essential to have a unified fare in the national inte-
rest. If on the other hand, they had the earlier system of charges
based on cost of operation, then, perhaps, the metre gauge Railways
which were showing losses at present would have declared profit as
they used to do earlier. He added that even on the so-called losing
lines there were certain social obligations for the Railways did not
have the liberty to curtail the service in those areas. He elaborated
“Even some of the lines are not covering the cost. Some of them do
not cover the direct cost. Therefore, if certain financial loss falls as
a result of a non-commercial policy, then that is a commercial loss.
But if, on the other hand, we have been asked to adopt certain rates,
then that will be a social burden.”

1.53. To a question whether this matter relating to social burdens
was discussed with the Government, the Financial Commissioner
stated that when the budget proposals were discussed, they were dis-
cussed on merits and the Railways were able to put their point of
view. The Committee enquired whether a limit was fixed even
notjonally for the social burdens. The Financial Commissioner
stated that there was no such limit. Stating the constitutional posi-
tion regarding the fares and freights, the Financial Commissioner
stated that it was a fee for service rendered and that it was not a
tax proposal which they were required to put for the vote of Parlia-
ment,
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1.54. Explaining why certain investments have become non-com-
mercial and unremunerative, the Financial Commissioner stated dur-
ing evidence thus:

“It is true that certain railways which were paying before
partition, before Independence, have now become unremu-
nerative, and, therefore, we have to see what are the
reasons for it; and whether these are not the reasons which
would come in the way of nationalisation, because after
nationalisation, we keep on paying more to our staff than
they were paid earlier. So far as earnings are concerned
our point is that they have not kept pace with the increas-
ing working expenditure. Our expenditure has gone up
on staff and fuel which comes to aboutl 80 per cent of the
working expenditure. We have not been able to keep pace
with that. If at all we have heen able to do it, we have
been trying to match these increases without having resort
to increase in fares and freights which might give us a
cushion for the future. Whenever we have done it, we
have almost always remained behind the starting line it-
self”.

1.55. Referring to, the hidden element of social burden, the Finan-
cial Commissioner for Railways stated:—

“The prices over the period 1961-62 to 1673-74 have gone up
tremendously. The unit cost has gone up from 62 per cent
to 136 per cent over this period. Electricity has gone up
by 62 per cent, mineral oils by 136 per cent and coal prices
by 90 per cent. The cost of employees has gone up by
118 per cent. Our earnings have gone up only by 46 per
cent. So long as we lag behind, in earnings as compared
to the value of inputs, a certain amount of loss is built into

our system.”
D. Brief Review of Railway Finances

1.56. The Committee find from the Annual Report and accounts of
the Ministry of Railways that the financial results of working of the
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Railways since 1950-51 have been as follows: —

(In crores of rupees)

Net Revenue  Dividend Payment to  Surplus/
Year receipts paid to States in Deficit
general lieu of pas-
Revenuet  senger fare
tax

1 2 3 4 5
‘éSO-SI . . 4756 3251 . 1508
1951-52 ., ., . 61-75 33:41 . 28-34
1952-83 . . . 47:18 33:49 . 13-19
1953-54 . . . 36-92 3436 . 2:56
1954-55 . . . 4406 3496 9'10
1955-56 . . . 50°34 36-12 .. 14°22
19s6-57 . . . 58-38 38-16 2022
1957-s8 . . . 57:78 44 40 13-38
1958-s9 . . . 5932 50-39 . 8:93
195960 . . . 74° 56 s4:43 2013
1960-61 . . 87-87 5586 .. 3301
1961-62 . . . 99'75 62:8s 1250 24-40
1962-63 . . . 23°32 68-76 1250 42.06
1963-64 . . . 145° 19 83.45 12° 50 49.24
1964-65 . B 118 11 92:43 12+ 60 13.18
196566 . . . 134'84 103:78 12+ 50 18.56
1966-67 . . . 11412 132.39 (—)18.27
1967-68 . 110:00 141-53 (—)31.53
1968-99 . . . 142 Br 150°67 (—)7.86
1969-70 . . . 146-56 156°39 (—)9°83

1970-71 R 7V IR VXY 7 (—)19.84
1971-92 ., . . 169-08 151°24 17.84
1972-73 - . . 164.43 161.51 2.92
1973-74 - . . 55-41 170.92 (—)115.51

157. So far as 1974-75 is concerned, it has been stated that the
mid-year appraisal had shown that the deficit of Rs. 52.79 crores
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projected in the budget estimate would rise to Rs. 128.19 crores. As

regards 1975-76, the budget estimates anticipate a surplus of Rs. 23.03
crores.

1.58. It has been stated that the outlay on railways’ plans,
including expenditure from their Depreciation Reserve Fund, amount-
ed to 21.6 per cent of the total outlay in the public sector in the First
Plan, 22.7 per cent in’the Second Plan and 19.6 per cent in the
Third Plan. The percentage fell to 11.1 per cent in the inter-plan
period and 9 per cent in the Fourth Plan.

1.59. Following is the plan-wise expenditure on the Railways:—

Crores of rupees

First Plan (1951—55) . . .

Second Plan (1956—60) . xﬁ

Third Plan (1961—65) . . . 1686

Inter Plan (1966—69) . . . 763

Fourth Plan (1969—74) . 1420
TOTAL . 5337

Financing of the Plans:

1.80. The Raijlways financed 41 per cent of the cost of their develop-
ment during the three Plans. In the inter-plan and the Fourth Plan
Periods, however, only 36 per cent of the plan expenditure could be
financed from the Railways’ internal reserves due to unsatisfactory
financial position of railways. According to the Railways, they suffer-
ed a loss of Rs. 182 crores in the aggregate due chiefly to increase in
rates and fareg lagging behind the increase in the average wage rate
of staff and the prices of materials and supplies and stagnation of the
freight traffic.

Financial outlay for Fifth Plan:

1.61. An outlay of Rs. 2,350 crores has been tentatively agreed to
with a foreign exchange content of Rs. 330 crores, for a target of
500 million tonnes of originating traffic. A provision of Rs. 200 crores
is being separately made for the metropolitan schemes, outside Rail-
way’s Plan,

Capital-at-Charge:

" 1.62. The Capital-at-charge on Railways rose from Rs. 827.00 crores
in 1950-51 to Rs. 989 crores at the end of First Plan. At the end of
the Second Plan period it was Rs. 1,520 crores and went up to Rs. 2,680
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crores at the end of the Third Plan. The Capital-at-charge at the
end of Fourth Plan period is Rs. 3,893 crores,

1.63. The total investment on Railways at the end of Fourth Plan
i.e, at the end of 1973-74 is Rs. 4,791 crores. According to the finan-
cial forecast of the Railways the Capital-at-charge at the end of Fifth
Plan period i.e., at the end of the year 1978-79 will be Rs. 5,432 crores.
‘The Railways expect a net shortfall of Rs. 319°crores at the end of the
Fifth Plan, after meeting their liabilities including dividend.

1.64. The Committee desired to know the main factors responsible
for the deterioration of the railway finances since 1966-67. The
Ministry of Railways have, in a written note, stated that the railway
finances started showing a downward trend from 1964-65 when they
could not raise adequate resources for Development Fund expendi-
ture. From 1966-67 onwards, the Railways could not meet fully even
their dividend liability to the General Exchequer, with the result that
they had to draw upon the reserve funds for dividend equalisation
besides financing development works. The accumulations in the Re-
venue Reserve Fund and the Development Fund which stood around
Rs. 100 crores at the end of 1963-64 were exhausted and by 1973-74
the Railways were indebted to the General Exchequer to the extent
of Rs. 208 crores. The indebtedness is further anticipated to rise
to Rs. 379.75 crores by the close of 1974-75 and to Rs. 396.33 crores
by 1975-76. Small surpluses in the year 1971-72 and 1972-73 were
mainly due to concessions and exemptions in dividend liability grant-
ed on the basis of the recommendations of the Railway Convention
Committee, 1971.

1.65. The basic reasons for the deterioration of railway finance
from 1966-67 onwards are: —

(i) The volume of traffic did not grow to the extent that it
could match the increasing expenditure, with the result
that the technological improvements and other measures
designed to increase the efficiency of railway operations
could’ not offset, beyond a certain point, the combined
effects of slow growth of traffic and price inflation.

(ii) the increase in freight rates and passenger fares did not
keep pace with the sharp increases in personnel and mate-
rial costs.

1.66. The fortunes of the Railway finances are closely linked with
the state of economy of the country. The growth of traffic is affected
chiefly by the expansion of aggregate production, especially of in-
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dustrial and mining production. The near stagnation in the economy
adversely affected the traffic anticipations of the Railways over the
last decade. For example, for the past decade Railways’ originat-
ing freight traffic has been hovering around the figure of 200 million
tonnes. From 1965-66 onwards, the growth n freight traffic has been
marginal. In certain years the traffic even declined over the pre-
vious year's level as is evident from the following table:

Tonncs

Year originatirg

(millions)
1965—66 .« .+« . . 2030
1966—67 e e e e 201°6
1967—68 e e ... 1966
1968—69 . . . . . 2040
1969—70 . . . . . 2079
1970—71 . . . . . 196' §
1971—72 . . . . . 197:8
1972—73 . . . . . 201°3
1973—74 . . . . . 184'9

1.67. The Railways are the bulk transporters of goods and have
incurred considerable investment on rolling stock and traffic faci-
lities to generate transport capacity in specified sectors in readiness
to meet the demand. When traffic anticipations fail to fructify,
these assests are inadequately utilised and the earnirgs are not
sufficient to adequately cover the depreciation, maintenance and
other costs. The Railways can prosper only if the growth of traffic
is regular from year to year whereby their assets can be utilised
intensively.

1.68. On the other hand, passenger traffic which is not remuner-
ative, has shown a consistently upward trend. Even in passenger
traffic the preponderance of suburban traffic has been tast increas-
ing over the period.

1.69. Railways are a labour intensive industry and over 60 per
cent of their operating expenses are on wage bill. Staff costs have
been increasing sharply due to enhancement in tl}e rates of run-
ning allowances, night duty allowances, interim reliefs recommend-
ed by Pay Commission, implementation of Labour Awardg etc.
Progressive rise in consumer prices and in costs of living has neces-
sitated successive increase in the rates of dearness allowance. The
total wage bill which stood at Rs. 310 crores in 1965-66 rose to
Rs. 570 crores in 1973-74. The wage bill has recently gone up by
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Rs. 220 crores alone on account of the implementation of recommen-
dations of the Pay Commission (Rs. 58 crores) and 9 increases in
the rates of dearness allowance (Rs. 182 crores) sanctioned in 1973-
74 and 1974-75. This is over and above the other burdens imposed
on the wage bill like implementation of Miabhoy Award, removal
of anomalies, implementation of 10-hour duty schedule, cadre re-
views and other concessions to staff.

1.70. Like staff costs the prices of stores and materials—includ-
ing fuel which accounts for nearly 20 per cent of working expenses—
have been rising steeply. For example, compared tv base year
1961-62 as 100, the price index in 1973-74 was 190.2 for coal, 236.2 for
mineral oils, 161.7 for electric power, 227.4 for iron and steel manu-
factures and 170.9 for cement. As against these, the index of
average revenue per tonne Km. was only 148.0. In ther words,
while the unit costs of inputs have gone up by about 60 per cent
to 136 per cent over the period 1961-62 to 1973-74 unit earnings
have gone up only by about 48 per cent. Even with the increase
in freights and passenger fares effected in 1974-75 the index of
earnings will be only 181.2.

1.71. Despite the progressive alignment of rate structure to
bring it closer to cost of operation several commodities continue
to be carried at rates which do not pay for their cost of carriage.
Principal low rated commodities carried by the Railways below
the cost of operations are foodgrains, fodder, fruits and vegetables,
firewood, charcoal, gur, shakkar, jaggery, salt and certain mineral
ores. It has been roughly estimated that the loss on carriage of
these commodities would be about Rs. 45.6 crores in 1974-75.

1.72. In an effort to cover the cost of operations on foodgrain
traffic, the Budget for 1975-76 has brought in line this category of
traffic in the lowest classification of regular freight structure.

1.73. The Railways are also losing substantially in passenger
and other coaching services. A broad analysis indicates that in
1974-75 the coaching services are estimated to cost Rs. 153.5 crores
more than the earnings therefrom; of this suburban passenger
traffic around the metropolitan cities of Bombay, Madras and Cal-
cutta alone account for about Rs. 19 crores.

1.74. In renly to a question about;the steps taken by the Railways
to compete with road traffic, the representative of the Ministty
stated in evidence:—

“Before Independence with a few exceptions, the capacity
of the Railways was nowhere near the saturation point.
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It was used to the extent of 40 per cent to 50 per cent in
Many areas and many routes which are now saturated.
'The lines constructed during the Company's days viz.,
in the BB&CI etc., before Independence had a lot of
reserve capacity available to absorb the increases in
traffic arising after Independence. Upto 1950-51, we had
carried about 100 million tonnes of traffic which went
upto more than 200 million tonnes by 1965-66. At the
same time, there was a shift in the pattern of traffic.
There was greater development of roads, greater produc-
tion of trucks and more roads running parallel to the Rail-
ways. Industrial development made it necessary for us to
carry more raw material and comparatively lower grade
traffic like lime-stone, ore, coal etc. The road has a certain
edge over the Railways in the matter of general goods,
bagged and packaged traffic. They give door-to-door
service. We cannot forget that the bulk traffic, which
now constitutes the largest percentage of Railways' share
has to be carried. The high rated traffic constitutes only
about 8 per cent of the total traffic carried by the Rail-
ways presently excluding POL, whereas carnings there-
from form only 16 per cent to 17 per cent of Railway's
total earnings. Even though we offer container services,
‘quick transit service etc., and are trying to keep as much
of high-rated traffic with us as possible, the edge enjoyed
by the roads cannot be got over. The road distances in
some cases are less not only in terms of mileage but also
of time but wherever possible, we are trying in addition
to our container services, freight forwarder services,
point-to-point trains, quick transit service etc.”

1.75. When asked to state whether the Railways have taken a
long term view and planned for innovations so as to enable them
to give adequate return to the national exchequer, the Chairman,

Railway Board stated during evidence:—

“I think that the financial position of the Indian Railways is
basically better than that even of the Railways of the
affluent countries. There are two kinds of innovations,
technological and marketing. In most of the countries of
the world the two are comparable. We find that inspite
of the very high degree of automation achieved by some
of the Railways, the basic character of the Railway sys-
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tem viz, that it is both capital and labour-intensive—
still remains intact. Although they may automate and
reduce the working force, the wage bill forms 50 per cent
to 60 per cent of the total expenses, with the difference
that since the employment skills have improved, the
remuneration for that skill has become higher. You
may take the case of the Japanese Railway which has
been one of the most innovative railways that exist. In
regard to the marketing aspect, *the Railways are still
committed, all over the world, basically to the carriage of
what we may call bulk traffic. The utility of the Railways
lies in mass transportation and not in fragmented trans-
portation that the trucks give.”

Augmentation of earnings and economy measures:

1.76. The Committee desired to have a detailed note on the steps
taken by the Railways during the Third and Fourth Plan periods
to augment their earnings and the extent to which these had res-
ulted in getting higher earnings. The Ministry of Railways have
stated in a written note that besides increases in fares and freight
rates from time to time during the Third and Fourth Plan periods
including the period between the two plans, the Railways took the
following steps to generate additional traffic and earnings.

1.77. The rapid development of the road net work and trucking
industry which brought forth campetition from roadways affect-
ing the Railways’ finances led to the setting up of a Marketing and
Sales Organisation on all zonal railways in 1967. The functions of
this Organisation were to maintain close liaison with trade and
industry, to ascertain their needs and problems and take necessary
steps to provide services and meet the needs of the customers and
generate additional traffic and earnings. Among the measures
introduced in this connection mention may be made of the follow-
ing:—

1.78. Container services providing’ door to door damage free and
fast transport were introduced in 1966 between Bombay and
Ahmedabad. These were gradually expanded to cover more routes
and they are now available on 12 routes connecting principal cities
in the country,
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1.79. The earnings from the container services have been as
under: —

Year No, of contajners Freight earned
loaded Rs. (lakbs)

1966—67 . . . . . . 1864 368
1967—68 . . . . . . 350 934
1968—69 ., . . . . . 9306 3494
1969—70 . . . . ., . 20484 73-14)
1970—71 . . . . . . 25585 97-98
1971—72 . . . . . . 31934 143°72 $4th Plan
1972—73 . . . . . . 28759 140° 60 (
1973—74 . . . . . . 29208 157-64 )

———

1.80. It will be seen from the above that upto 1971-72 the service
progressed satisfactorily but thereafter there was a set-back in the
following two years. 1972-73 and 1973-74 have been bud years for
Indian Railways on account of the general set-back to Railway
operations caused by a variety of reasons, mainly, disturbed law
and order situation in various parts of the country, strikes and agi-
tations by railwaymen, difficult economic conditions which affected
production etc.

1.81. Freight forwander service for goods was first started in
July 1969 between Bombay and Calcutta and Calcutta and Madras.
At the end of 1973-74, it was available between 56 pairs of stations
and is now available between 63 pairs of stations. The year-wise
loading h&¥® been as under:—

yeur No.ofd e eared
F
1969—70 . . . . . . 496 12:32
1970—71 2315 60-28)
1971—72 . 4539 123'55 4th Plan
1972—73 8964 243°40
1973—74 15416  397°38

1167 L.S=3.
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_But for the set-back to the railway operations in general during
1972-73 and 1973-74 the loading and earnings would have been
better.,

1.82. A similar scheme for parcels traffic was introduced in April,.
"2 between Howrah and Madras/Vijayawada. At the end of 1973-
74 it was available between 7 pairs of stations and is now available
between 8 pairs of stations. The earnings under this service have
- been as under:—

Year No. of VPs Loaded Freight
earned
Rs.
(Lakhs)
1972—73 . . . . . . 141 335 )
+ 4th Plan
1973—74 . . . . . . 995 28-58 )

1.83. Super Express Goods trains connecting the principal cities
of India have been introduced to enable expeditious transport of
goods. These trains first introduced in February 1965 run to fixed
schedules which are advertised in the Time Tables. In addition,
Q.T.S. service has also been introduced between principal cities of
India under which scheme goods are carried within a specified
transit time on levy of a nominal surcharge of 5 per cent of the
freight charges which is refunded when the consignments do not
reach the destination within the target time. '

1.84, General Managers have been delegatad powers to quote
special station-to-station rates at less than normal tariff rates to
attract traffic.

1.85. High-rated traffic which is vulnerable to diversion is en-
couraged by exempting it from normal operating restrictions to
the extent possible. The Railways watch the loading of 47 selected
commodities. This was a sequel to the setting up of the Marketing
& Sales Organisation. Recently, recommendations were called
from Railways regarding the commodities which they felt were
profitable and the loading of which could be increased. Based on
their recommendations, instruciions have been issued to the Rail-
ways in December, 1974 to load 77 high-yielding commodities on a
programmed basis also specifying the minimum number of wagons
to be loaded per day and that these commodities should not be sub-
ject to normal operating restrictions. The priority of of some of
the commodities has also been upgarded. ’
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1.86. Freight operation has been streamlined by increased move-
ment of bulk traffic in block rakes from originating to destination
stations eliminating intermediate marshalling, thereby helping
quicker transit, which benefits both the customer and the Railways.

1.87. A statement showing the quantum and earnings from
revenue earning traffic since the first year of the Third Plan is at
Appendix I. It will be seen that the earnings have been steadily
increasing till 1972-73. The set-back in 1973-74 was due to reasons
well-known such as disturbed law and order situation, strikes and
agitations by railwaymen which dislocated railway operations,
besides drop in traffic due to 'drop in production as a result of
general stagnation in economy, power cuts, etc.

1.88. Regarding high rated traffic, though as a rough guide com-
modities classified at class 60 and above are treated as high-rated,
it is not classification alone which determines profitability which
depends on load-ability, lead etc. As mentioned earlier, the Rail-
ways have been watching only 47 selected high-rated commodities.
A statement showing the quantum of traffic in these commodities
and their earnings from 1969-70 is at Appendix II. Since there
was change in the list of such commodities in Oct., 1970 the figures
of 1969-70 and 1970-71 are not comparable with the figures of
subsequent years. Therefore, starting from 1971-72, it will be sten
that there was an improvement in the earnings in 1972-73. The
deterioration in 1973-74 was due to the general set-hack to Railwgy
operations during this year, due to adverse law and order condi-
tions, agitations by railwaymen culminating in the May, 1974
strike and drop in production due to general stagnation in economy,
power cuts etc.

Utilisation of Assets:

1.89. To a question whether the Railways have carried out any
critical assessment of the investments made and assets created to
find out whether the assets have been put to optimum use, the
Ministry of Railways have stated in a written note .that while t.no
specific overall exercise of the type contemplated in the question
has been undertaken, broadly it can be accepted that some .of Jthe
assets created have not been fully utilized due te non-materlahsfnon
of traffic to the extent anticipated. This has been due to several un-
foreseen factors which have already been brought to the notice of
the Committee earlier. For instance, during the. inter-Plan vears
there was a downward trend in the materialisation of traﬁjc due,
to genéral recession in the country which was beyond Raflways
control. The traffic did pick up in the first year of the Fourth Plan
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{1969-70) but in the succeeding two years it again went down on
account of general stagnation in the economy of the country and
conditions of unrest within and without the Railways. The traffic
again picked up in 1972-73, the fourth year of the Fourth Plan
despite various agitations like Andhra agitation, strike of UP Power
Staff, Sholapur Division agitation etc. which continued to cause
serious disruption in the Railway traffic. The last year of the
Fourth Plan (1973-74) proved to be the worst year for railway ope-
ration due to a spate of strikes by railway staff virtually throughout
the period.

1.90. Nevertheless despite the overall shortfall in traffic there
are several sections on the Indian Railways where the traffic mate-
rialisation continued to increase necessitating additional invest-

ments during the period for instance, GT route, Bina-Katni section,
of the Central Railway, etc.

191. Even during the current year (1974-75) traffic has suffered
considerably on account of the general strike in May, 1974 and its
after-effects. Despite this, during the latter half of the year there
has been considerable increase in the traffic handled. The level of
coal loading currently being achieved is higher than even the cor-
responding figures of 1969-70 which has so far been the best year
from the point of view of materialisation of traffic. It is expected
that with the stabilisation of economy and labour relations the traffic
will increase further.

1.92. In accordance with the rules on the subject, productivity
tests are to be carried out in respect of all new lines and in respect
of other works costing Rs. 20 lakhs or more which were sanctioned
with the definite object of increasing earnings or reducing expendi-
ture and to which such tests can be applied. These tests are to be
carried out within a .period of 3—5 years on the completion of the
projects. In addition, works costing above Rs. 10 lakhs are also
subjected to such tests/reviews on a selected basis. These produc-
tivity tests|reviews are generally being carried out as prescribed.

Economy Measures:

1.93. The Committee desired to &now the concrete steps taken
by the Railways to bring about economy in expenditure during the
last five years. The Ministry of Railways in a written note have
stated that the Railway Administration have instituted variety of
measures designed to achieve the maximum economy in working
expenses. These measures have been modlﬁed/mtensiﬁed from
time to time in consonance with the developments during a parti-
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cular period. Amongst the various eonomy measures particular
mention may be made of the following: —

(i) Introduction of diesel and electric traction;
(ii) Doubling of track on routes with high density of traffic.

(iii) Introduction of high capacity wagons to carry bulk com-
modities like coal, iron ore, manganese ore and lime stone;

(iv) Fitment of’ central buffer-couplers on wagons to permit
running of heavier trains;

(v) Mechanisation and expansion of important yards to maxi-
mise throughput;

(vi) Conversion of Metre Gauge into Broad Gauge to do away
with the inherent disadvantages in multiplicity of gauges;

(vii) Substitution of imported items by indigenous items;

(viii) Mechanisation and simplification of accounting proce-
‘ dures without large scale reduction in staff and by absorb-
ing surplus staff in alternative posts;

(ix) Application of method study and operation research
techniques;

(x) Undertaking of crash work studies by the Railways with a
view to identify the areas where maximum economy is
possible and take necessary steps accordingly to plan and
achieve the same.

1.94. Besides, concrete steps have been taken to speed up .the
throughput of wagons in yards and repairs of damaged rolling
stock so as to secure faster movement of traffic throughout t!me rail-
way net work. Apart from these, the railway assets are being p}xt
to a more intensive and profitable use. The new approach t? rail-

' ways’ rating policy is expected to achieve more meaningful rail-road

coordination.

1.95. Recently, in response to Prime Minister’s' appeal to all the
Ministries to adopt austerity measures and achieve economy in
rxpenditure, the various aspects involved have been examined

afresh and the following conclusions arrived at:—
(i) A ten percent cut in the existing Budget provision for
travelling and daily allowances;

(1) A sharp reduction in the holding of conferences and

geminars; and
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(iii) A ten percent cut in the existing provision for contin-
gencies and maximum economy in the use of paper,
stationery, furniture, and office equipment and the use
of staff cars etc.,

1.96. A climate of all round austerity has been sought to be creat-
ed and permeated to the lowest formations and all unnecessary ex-
penditure avoided. In addition to the steps taken for effecting
economy, a system of ‘Exchequer Control’ has been introduced for
ensuring that the cash content of the Budgetary allocations is not
exceeded by the spending officers. To restrict the growth of reve-
nue expenditure certain urgent economy measures were taken in
1974-75 yielding a saving of about Rs. 50 crores.

1.97. Periodical economy reports are obtained from all the Zonal
Railways/Production Units and their performance is kept under
constant watch. Instructions are also issued from time to time to
restrict the growth of staff by exercising tighter and greater mana-
gerial control.

Loss of Revenue

1.98. The Committee desired a detailed note on the leakage of
Tevenue and the steps taken by the Railways to prevent it. The
Ministry of Railways have stated that the losses sustained by the
Railways on account of ticketless travel, incorrect levy of freight
charges, thefts and pilferages and compensation claims and measur-
s adopted for prevention of such leakage are given below:

Ticketless Travel

1.99. Estimates of the loss of revenue on account of ticketless
travel on the Indian Railways are not made from year to year and,
as such, separate figures for the last three years are not available.
‘On the basis of sample checks conducted on all Indian Railways
during 1967-68, the loss was estimated to be of the order of Rs. 20
to 25 crores and the extent of ticketless travel about 10 per cent.
Subsequent checks have revealed that the incidence of ticketless
travel has come down. A fresh assessment was made recently from
June, 1973 to September, 1974 by the respective railways which indi-
cated that the extent of ticketless t: avel has come down to 0.93 per
cent only It is considered that the assessment made by the railways
was not complete one on account of a number of factors such as
cancellation of trains, staff agitations and the generally difficult law
‘and order situation in many States during the assessment period. A

“further assessment is being arranged. However, the number of cases
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.:fl ticl;etlﬁe:; t:lravel detected and the railway dues realised from
em du e years 1968-69 to 1974-75 (up to end of
1975) are indicated below:— (up of Januar,

Year Cases of Railway dues

irregular realised

travel

detected (Rupees)
!!968'69 . . . . . . . 84,66,870 3,40,25 ,898
'1969‘70 33,25,351 2:36)93’636
‘1970-71 . . . . 15,25,559 1185n773948
1971-72 e e 16,65,083 2,01,31,661
'1972-73 . . . . . . . . 17,49,008 2,17,39,384
1973-74 . . . . 16,17,222 2,09,12,731

1974-78 . . 13,80,02 .
«@p to Jan. *7s) 3,380,023 1,93,45,503

1.100. To plug this leakage of revenue, the minimum penalty for
ticketless travel was raised from 50 paise to Rs. 10/- with effect from
10th June, 1969-so as to serve as an effective deterrent to ticketless
travellers. As a result of this measure, the number of ticketless
travellers apprehended, which was 84.87 lakhs in 1968-69, came down
to 33.25 lakhs in 1969-70.

1.101. Special massive checks against ticketless travel are conduc-
ted regularly by mobilising a large force of ticket checking staff,
Railway Protection Force and Government Railway Police and
ticketless travellers are prosecuted before the Magistrates. Joint
massive drives on an extensive scale are also organised in close co-
.operation with the State Governments. Such joint drives have
recently been conducted in the State of Madhya Pradesh, Ori‘ssa,
West Bengal, Bihar and Maharashtra. The results of these drives
are briefly indicated below:—

f Railway dues  No. of
State (i:rar:egu;r realised Wc:l
travel prosecut
: detected
' 11
Madhya Pradesh (16: 9—30-9-74) . 5,492 Rs. 78,487 9
Orissa (16+ 11—16-12-74) 17,188 Rs. 1,809,495 1,158

: . 2,609,356 4691
West Bengal (1. 12—31-12-75) . . . 24,273 Rs. 2,69,35
3,282 Rs. 44,468 1,026

16,933 Rs. 147,141 1,648

Bihar (10- 12—-19-12-74) . . |
Mahareshtra (15° 1—a5-1-75 & 3 2—12-2-75)
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Joint drives in other States are also being undertaken.

1.102. Since ticketless travel is a socia] evil that cannot be eradi-
cated by deterrent measures alone, publicity campaigns and educative
propaganda are also being undertaken by the Railways. The edu-
cative propaganda, particularly amongst the student community
Is conducted by means of. lectures to students in educational institu.
tions, utilising the services of students in Railways’ ticket checking

campaigns, bringing out posters highlighting the evils of ticketless
travel etc.

1.103. The non-official Standing Voluntary Help Committee
functioning in the Ministry of Railways has also been directing its
efforts against the evil of ticketless travel. The Committee is also
conducting educative campaigns at important centres through the
Press and delivering lectures in educational institutions.

Incorrect Levy of Freight Charges

1.104. The amounts of losses sustained by Railways on account of
undercharges written off during each of the last three years on all
Indian Railways are as follows:—

Year Amount of
losses
1971-72 . . . . . . . . . Rs. 2,81,000
1972-73 . . . . . . . . . Rs. 2,18,000
1973-74 . . . . . . . . . Rs. ?,15,000

1.105. Cases of incorrect levy of freight by station staff resulting
in short recovery of freight charges sometimes occur. Such under-
charging is usually detected at the time of delivery and the correct
charges are collected before delivery of consignments. In some cases
the undercharging is detected during the checking of invoices by
the Accounts Branch when error advices are issued and the amounts
are usually collected either from the parties concerned or from staff
responsible. In some cases where the undercharges become irre-
coverable they have to be written off.

1.106. Regular checks are already being exercised by the Commer-
cial, Accounts and Audit Officials to detect undercharges and to
correct and educate the defaulting staff,

Compensation Claims and Thefts and Pilferage

1.107. The bulk of compensation claims paid on Indian.Railways
is on account of loss, thefts and pilferage of consighiments in transit.
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In fact, these factors account for over 70 per cent of the total amount
of claims for compensations paid. The incidence of claims on the
Indian Railways for the last three years is indicated below, sepa-
rately for all causes and due to “loss, thefts and pilferage”: ’

Year Total No. Total No. Amount No. of
‘ No. . Amoun
of claims of claims paid (Rs. claims paid pggn(xats.
received settled by  in lakhs) on account  in lakhs)
. payment of loss
thefts, &
pilferage.
1971=72 . . TIT.584  3,50,131  1,268:41  2,71,554 953-84
1972-73 . . 6,76,917 3,10,778  1,229'18 2,48,583 912- 85
1973-74 . . 6,27,113 2,90,065 1,362 ,05 2,24,621 98416

1.108. The registration of new claims showed declining trend in
1972-73 and 1973-74 during which the incidence dropped by about
41,000 and 50,000 respectively. But in the current financial year, the
number of new claims has again started showing an upward trend.
The increase in the number of claims during the current year is on
the Eastren, Northern, North Eastern, Southern, South Eastern and
Western Railways.

1.109. The gross amount of compensation paid during 19871-72 was
Rs. 1268 lakhs. In 1972-73 it came down to Rs. 1229 lakhs. In 1973-
74, it went upto Rs. 1362 lakhs despite reduction in the incidence of
new claims. This is wholly attributable to the sharp rise in prices
of the commodities, Whole-sale price index (with base 1961-62-
100) was 254.0 in 1973-74 in comparison to 207.1 in 1972-73. In the
current financial year also due to further rise in prices, the amount
paid in the first nine months was Rs. 30 lakhs more than the amount
paid during the corresponding period of the previous year.

1.110. With a view to preventing loss, thefts and pilferage and
damage to consignments in transit, various measures have been taken
by the Railways. More important of them are enumerated below:—

(i) Escorting of goods trains by Railway Protection Force
armed personnel in vulnerable sections in respect of jron
and steel. foodgrains, sugar, oilseeds etc;

(ii) Patrolling by armed Railway Protection Force Personnel
in vulnerable and major yards;

(i) Collection of crime intelligence and conducting of surprise
raids by the staff of the Crime Intelligence of the Rail-
ways as well as Central Crime Bureau, Railway Board,
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with a view to tracking down criminals and receivers of
stolen goods;

t(lv) Maintenance of close coordination between Government

Railway Police, Railway Protection Force and Railway
staff;

'(v) Conducting of special drives against the receivers of stolen

~(vi)

(vii)

(viii)

(ix)

(x)
(x1)

(xii)

(xtii)

(xiv)

property and prosecuting the suspected criminals under the
Railway Property (Unlawful Possession) Act, 1964;

Deploying of plain clothed Railway Protection Force staff
to keep watch on the activities of criminals;

Seeking assistance and cooperation of Railway Trade
Unions for prevention and detection of crimes on
Railways;

Detention of criminals and receivers of stolen property
under the Maintenance of Internal Security Act where
sufficient material is available against them;

Insistence on provision of dunnage to protect flap doors
in case of wagon load consignments of sugar, grains, pul-
ses, oilseeds etc:

Proper marking, addressing and labelling to avoid the
consignment going astray; .

Use of nuts and bolts for rivetting wagons loaded with
valuable goods;

Proper maintenance of wagons so that incidence of sick-
ness of wagons resulting in detention and transhipment
is minimised, and also damage by wet and pilferage
through doors and body-holes is reduced;

Patching of panel-cuts of wagons in sick-lines, yards and
goods sheds to reduce the circulation of defective wagons;

Observance of monsoon precautions such as loading of
goods liable to be damaged by rain water in water-tight
wagons, ensuring that all damageable goods awaiting
loading or delivery and thLose lying in transhipment shed
are kept under cover or protected with tarpaulins, plug-
ging of leaks or holes, if any, found in a wagon before
loading, plugging of door crevices of wagons with bitu-
menised gunny strips, cleaning of floors of wagons be-
fore loading etc; -
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(xv) Intenstfied supervision at break-of-gauge transhipment
points and repacking points; and

(xvii) Prompt fixation of staff responsibility.

1.111, Sustained efforts continue to be made by the Railways to
bring about further improvement in the position.

E. Social Burdens on Railways in Foreign Countries

1.112. The Committee desired the Ministry of Railways to fur-
nish detailed information in respect of Railways in Burma, Japan,
"USSR, China, Great Britain, West Germany, France, Canada, Aus-
tralia, the USA and Pakistan under the following heads:—

(i). the nature of rz.ailway undertaking—whether private, pub-
lic or departmentally managed;

(i) the sources of capital, and if capital is provided by Gov-
ernment, the return Government get on the capital and
the mode of return;

(iti) the social burdens carried;

(iv) the nature of losses compensated by Government and the
manner in which compensated, and the rationale be-
hind it;

(v) since when Government started compensating the losses
and whether the Railway undertaking was State-owned
or privately managed at that time;

(vi) the concessions the Railways enjoy such as tax relief,
preferential rate of interest on loans etc.

1.113. In a note furnished ‘o the Committee, the Ministry of

Railways have stated that attempts to obtain detailed information

sought in respect of foreign railways mentioned were not u;:if?rmcl)gfr
successful. The reply has accordingly been framed on the basis

such information as could be furnished by Indian Missions abroad
or was available from published sources.

1.114. As the information below reveals, Railways abroad re-

.ceive substantial subsidies specifically to meet the under-mentioned

-social burdens:

emunerativ i tinu-
rative passenger services con
(1) Losses from unremun p1 : ( ' ’

trafic (Germany) .
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(i) Losses from charging uneconomic fares and freight rates

in line with the Government policy (Britain, Germany,
France) .

(iii) Cost of operation and maintenance of level crossings

(Germany) .
1.115. In addition, the Railways receive compensation for social

burdens carried by them in a number of other forms. Thus:

(a) Interest payments on loans made by German Federal
Railways and Japanese National Railways are subsidised:
Besides, Japanese National Railways receive further re-
lief in the form of deferred payment of interest. Capital
liability of British Railways has been written down more
than once in order to reduce the interest liability.

(b) British and French Railways are exempted from excise
duties on diesel oil. Japanese and West Germany Rail-
ways pay local taxes at reduced rates. The property tax

paid by Japanese Railways is also assessed at half the
standard rate.

(¢c) On the Japanese, German & British Railways, subsidies
are provided to cover revenue deficit.

Nature of Railway undertaking

Burma: Burma Railways are nationalised and managed by the
Burma Railway Board.

Japan: Japanese National Railways are a public corporation.

USSR and China: Railways are State-owned and managed.

Great Britain: British Railways (BR) are a public undertaking
managed by the British Railways Board, which functions under the
Ministry of Environments.

West Germany: The German Federal Railways (DB) are a de-

partmentally managed, State-owned undertaking with its own ad-
ministration and budget.

) -

France: The French National Railways (SNCF) is a public cor-
poration.

Canada: There are two main railway systems in (?anada: the
Canadian National Railways (CNR), a public undertaking and the
Canadian Pacific Railway (CPR), a private joint stock corporation.
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Austrana: Railways are owned by the Government and are
managed departmen.ally.

USA: Railways are mainly owned and managed by private com-

panies and are subject to the broad control exercised by the Inter-
State Commerce Commission.

Pakistan: Railways are owned by the Government and managed
departmentally.

.Sources of Capital:

Japan: Capital is raised by the JNR through long term borrow-
ings from the Government and issue of Railway Bonds with the
approval of the Minister of Transport. Redemption of principal and
payment of interest on Bonds are guaranteed by the Government
under legislation. The average rate of interest on outstanding debt,
which was 6.2 per cent in 1969-70, declined to 5.9 per cent in
1970-71 and further to 5.3 per cent in 1971-72. The financial re-
‘habilitation plan for the JNR, which covers the period 1973—82 en-
visages, inter alia (a) a subsidized 3 per cent interest rate on Gov-
ernment loans, (b) re-lending of the interest on Government and
Government guaranteed debt outstanding at the end of 1972 to
JNR without interest, and (c) subsidization of the interest cost of

construction investment financed through loans from sources other
‘than the Government.

Great Britain: Interest bearing loans from the Government, re-
payable by instzlments, are the main external source of long term
-capital for BR. However, loans falling due for repayment can be
refinanced through further borrowing from the Government. Also,
substantial portions of outstanding debt to the Government are writ-
ten off from time to time in order to reduce interest liability. For
instance, £1705 million worth of outstanding debt, which had ear-
lier been converted into non-interest bearing debt without a fixed
repayment schedule, was written off altogether in 1969. The average
rate of interest on Government loans was 6.76 per cent in Decem-
ber 1972, being slightly higher than the average of 6.68 per cent in
December 1971.

West Germany: The capital of the German Federal Railways
(DB) consists of its own capital and borrowings from the market.
No return is paid on own capital although according to the German
Federal Railways Act, the Railways are required to attempt pay-
ing a return on it. As regards borrowings, the Railways are re-
-quired to pay the interest in accordance with the terms and condi-
-tions of the loans.
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Canada: The CNR raises long term capital through bond issues,-
Government loans and -debentures as well as through Government
participation in equity. Equity capital, which slightly exceeds the-
total long term debt, is owned almost entirely by the Government.
The rates of interest on bonds of varying maturity range from 2.75
to 5.5 per cent. All debenture issues of the C-N-R have been
guaranteed by the Canadian Federal Government. The bonds as
they mature are paid off largely by new guaranteed bond issues.

Australia: Capital funds are obtained by the Railways from the-
Government in the form of interest-bearing loans and non-repay-

able grants. In 1972, the interest rate on Government loans was
5.5 per cent per annum.

Social Burdens carried:

1.116. Most foreign railways assume social burdens resulting
from the operation of certain types of services, fare and freight po-
licies and provision of staff amenities. Thus, social burdens include:
losses arising from maintenance of unremunerative, though socially
desirable, operations, concessional fares and freight rates for spe-
cified categories of users and commodities, restraint in the matter
of raising freight rates and fares and provision of special benefits to-
staff. The JNR, for instance, issue subsidized commuter season
tickets in the metropolitan cities, students’ concessions, etc., pay
compensation to natural disaster victims and disabled persons,
carry freights at low rates according to the ‘Policy Freight Classifi-
cation and quote special subsidized rates for food-grains, newspapers
magazines, mails, etc. The Railway extends the facility of free:
travel to its employees and families and contributes to the various
welfare facilities as may be mutualy agreed between the Staff’
Unions and the JNR as a Corporation. Welfare facilities include
payment of bi-yearly bonus, subsidized housing, subsidized medical
facilities, uniforms, etc. JNR does not own and run its own medical
institutions but the expenditure incurred by the staff for covering
‘themselves under medical insurance is reimbursed to the employees.

Tax Exemptions:

1.117. British and French Railways are exempted from the pay-
ment of excise duty on diesel oil. Japanese and West German:
Railwas pay local taxes at reduced.rates. In Japan, the property
tax of JNR is also assessed at half of the standard rate.

Nature of Losses compensated by Government:

1.118. The Committee enquired during evidence the subventions
by which the Railways were compensated for the social. burdens:
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carried by them in foreign countries. In reply, the Financial Com--
missjoner stated as follows: —

“The practice differs from country to country. But, generally-
speaking, they have three different kinds of ways of com-
ing to the aid of the Railways. They give a soft loan which
is a loan at preferential rate. For example, in Japan,
they charge, only 3 per cent interest on the investments
made in the Railways. Then again it is also known that
the interest charge on the loans outstanding as at the-
end of 1972 will be loaned by the Government to the JNR.
interest free. That is one way of giving a relief. The
second way is that in certain countries direct grants-in-aid
are given by the Government or the local administration:
which is interested in the upkeep of certain services like
the suburban services. In West Germany, for example,
the losses on suburban services are not required to be
borne by them. Thirdly, there are also occasions when
the accumulated debts have been written off knowing:
fully well the financial position of the railways that they:
should not carry the unnecessary burden. This has hap-
pened in U.K.”

1.119. The position obtaining in foreign countries such as UK,
West Germany, France, EE.C. countries, Canada and Japan is des-
cribed in greater detail in the following paragraphs,

Great Britain: In his Memorandum to the Railway Convention.
Committee, 1971, the Financial Commissioner for Railways had
stated that “In the recent years the Government of the Union
Kingdom had ben re-shaping their transport planning and the evolu-
tion of a new policy for the Railways has received much attention:
in this context. In a ‘White Paper’ issued in November, 1967, it has
been recognised that there are many Railway passenger services
which have little or no prospect of paying their way, in a commercial
sense, yet whose value to the community outweighs their accounting
cost. These include many Commuter services whose closure would
add intolerably to road congestion costs, important cross country
services and some services in remote areas where reasonable alter-
natives cannot be provided or only at excessive cost. The While-
Paper also states that the Railways Board can never be expected to
break even as long as their accounts are burdened with the losses
on socially necessary lines which they have been refused permission.
to close.
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1.120. In the Memorandum of the Financial Commissioner for
Railways it has been further stated that, in 1969, the British Railways
Teceived £148 million as grants-in-aid under the provisions of the
British Transport Act of 1968. In 1969, the book value of operational
fixed assets was written down by as much as £709 million by attri-
butting values to each group reflecting the expected usefulness.
After this reduction and other adjustments the capital liahilities
‘have been reduced from £1557 million on December, 31, 1988 to
£839 million on January, 1, 1969. This is in ‘addition to the amount

of about £500 million written off in 1963 as part of th¢ Reshaping
Plan of the British Railways.

1.121. It has been further stated in a written note furnished by the
Ministry of Railways that under the Transport Act of 1968 specific.
grants are provided by the Government for unremunerative passen-
ger services which meet a social need. Initially given for periods
of one to three years in individual cases, these grants are renewable
on termination at the discretion of the Government. Grants are also
received by the British Railways for maintenance, pending removal
‘of excess track and signalling capacity. Besides, British Railways
are entitled to claim grants in respect of capital outlay on public
passenger transport facilities. '

1.122. It has also been stated that during the years 1970, 1971, 1972
and 1973, British Railways received £ 62, £ 63, £ 68 and £ 81 mil-
lions, respectively, as compensation for operation of unremunerative
passenger services, Grants for maintenance of excess track during
the same years amounted to £12, £7.5, £8 and £2.8 millions.
The Government has also been compensating British Railways
separately for losses resulting from moderation in raising freight
rates and fares. A special grant of £27 million was given in 1971
as an offset for “price restraint”. In 1972, the British Railways
received, apart from a grant of £27 million (under the 1972 Grants
Act) a special grant of £32 millions for covering the cash-flow
shortfall. This special grant is interest free but Government

reserves the right, in certain circumstances, to require the Railways
to refund some or whole of it.

E.E.C. Countries:

1.123. The Financial Commissioner for Railways in his Memo-
randum to the Committee has stated that the Railways of the mem-
ber countries of European Economic Community (EEC) are entitled
to claim State aid as compensation for social burdens under the
Common Market Ordinances which came into force at the beginning
of 1971 Article 77 of the Treaty of Rome provides, inter alia that
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State aid for “reimbursements of the cost of carrying out certain
obligations inherent in the concept of public service” are compatible
with the Treaty. The EEC has adopted three regulations on State aid.
The first of these (No. 1191/69) defines the obligations inherent in
the concept of public service and the rules for calculating compen-
sation when such obligations are imposed. The second (No. 1182/
69) is concerned with specific burdens or benefits placed upon or
granted by railway undertakings which entitle them to compensa-
‘tion provided they can show that, on balance, these entail additional
costs, For example, certain benefits given to employees or the
retention of emplcyees in excess of requirements (“featherbedding”)
are two. of the fifteen different varieties of obligation which entitle
a railway undertaking to compensation. The third (No. 1107/70)
defines other circumstances, regarded as falling under the broad
heading of transport coordination or obligations inherent in the
concept of public service, which justify State aid.

France:

1.124. It has been stated in the Memorandum submitted by the
Financial Commissioner for Railways to the Railway Convention
Committee, 1971 that “French Railway is govenred by all laws and
rules applicable to public limited undertakings (except where it is
specifically exempted on the basis of its being a public utility) and
as such it pays all taxes directly or irdirectly applicable to normal
commercial undertakings. Compensation is paid to the Railway for
maintaining its public transport obligations:—

(i) when it proposes closure of all or part of its public service
obligations, on providing proof that it is uneconomical to
run the same, and recommends an alternative mode of
cheper transport. the compensation paid is equal to the
loss incurred in running that service;

(1i) when tariff lower than the economic tariff is imposed by
the State, the difference in the tariff rates, multiplied by
number of traffic units carrled at such concessional rates
is paid as compensation;

(ii1) when special conditions and tariffs are made applicable-
for transportation of one . of several social categories of
passengers (such as office and factory workers, students,
jnvalid military persomnel, government servants, pen-
sioners, large families and annual vacation tickets for Wor-
kers etc) thé compemsation paid to the Railways is the
difference between the tariff actually charged and the-

1167 S—4
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most padvantageous tariffs applicable, multiplied by the
number of traffic units carried under each category.

1.125. Thus, SNCF (French National Railway) is compensated
by the Government for the public service obligation to maintain
unremunerative lines as well as for uneconomic freight rates and
fare concessions. In the case of unremunerative services deemed
necessary for urban and rural development, SNCF receives aid from
the Government as well as local authorities.

Temporary loans from State Treasury bear an interest rate
of plus one per cent. For national development schemes approved
under different national plans, loans are sanctioned from economic
and social development funds, which bear a low interest rate. But
these loans are amortised and refundable over a certain period.
The French Railways do not pay any excise duty on diesel oil used
for traction; rate applicable for the French Railways is French
Franc 0.123 per litre against French Franc 0500 paid by truck
owners.

1.126. The SNCF received Franc 2091 million (£157 million) in
1968 as grants-in-aid from the Government. This worked out to
about 13 per cent of the total working expenses including deprecia-
tion and financial charges. By 1972, these subsidies have risen to
as much as 6641 million Francs (£500 million). The French Rail-
ways have formally been given Government approval to conduct
their business on strictly commercial lines in an attempt to cover
completely expenditure by receipts in 1974. By granting commercial
freedom, the Government intends to gradually reduce subsidy to
the Railways from the 1970 figure of Franc 756 million (£57 mil-
lion) to Franc 190 million (£14 million) in 1974. After 1974, the
. State financial support will still continue to meet specific expenditure
on track maintenance, pensions and deficits ansing from conces-
sionary fares laid down by the Government.

West Germany:

1.127 It has been stated in the Memorandum of the Financial
Commissioner for Railways submitted to the Railway Convention
Committee, 1971 that the German Federal Railways (DB) are
required to work as an autonomous business organisation and have
to pay interest charges on the capital invested in Railways by the
State. The funds on capital account are made available to the
Railways by the State on rates not exceeding 5 per cent although
the prevailing rates of interest are about 8 or 7 per cent on an average.
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1.128. It has been further stated in a written note furnished by
the Ministry of Railways that DB is entitled to claim Federal Gov-
ernment aid as compensation for losses attributable to uneconomic
operations that cannot be terminated for social reasons and for
certain other types of social costs. The Railway is treated as Com-
mercial Undertaking for the purpose of management and account-
ability and the Government compensates them for all the services
which a normal Commercial Undertaking would not have continued
to render when these services resulted in a loss. Subsidies given
by the Federal Government to the Railway during 19871, 1972 and
1973 as compensation for different types of social burdens under-
taken by them, are detailed in the table below:

Statement showing details of payments to the German Railway
by the Federal Government

(In million DM)

1971 1972 1973
(1) @) 3) (O)]
Payment for losses on short-d:slmoe pusenger traffic
(Since 1961) . 860 1,692 1,542
Contribution towards increased permon to Rulwny
personnel. (Since 1961) . 930 1,063 1,184
Contribution for operation 8nd maintenance of rail/road
crossings. (Since 1961) . . . 180 27§ 335
Contribution according to para 28A of thc Ra:lwny Act.*
(Since 1969) . . 2502 24'2 278
Contribution towards children’s allowances to be pnd
to the employees. (Since 1966) 63 113 107
Contnbuuon towards Railways burden of social security
insurance scheme for workers and employeet other
than officers. (Since 1972) ., . . 61 164
Contribution towards cost of treatment of 'I'B paﬁam
(8ince r971) . 4 34 36

-

: (i) Pigures in bracket are the years since when such compensatory payments to
the Railway were started.

*Under this Act, the Rederal Govemmcm uthuiud to pay compensation 10 the Ges-
man Federal Railway when the Federal Minister for Railways over rules any increase
in fares and freights suggested by the Railways.



1971 1972 1973
I 2 3 4
Contribution towards payment of interest . 837
Contribution towards pension bemg pud by othex "
agencies. (Since 1957) . 470 4845 491°4
Contribution towards investments . . . 500 500 525
Current payments to cover the deficit . . . 1362-84 2720°9 23001
4394-84 6937:0 75159
Canada:

1.129. The Financial Commissioner for Railways, in his Memo-
randum to the Railway Convention Committee, 1971, has stated
that in Canada uneconomic services are financed by the Govern-
ment under the National Transportation Act, 1967. Over the
years, blanket subsidies had been paid to both the Canadian Rail-
ways namely, Canadian National Railways and Canadian Pacific
Railways to compensate for tariff freezes on freight and to alle-
viate the losses on passenger services, By 1967 these subsidies had
built up to 110 million dollars (£ 41 million) a year. Canada is
now attempting to identify losses on line-by-line basis and relate
these to specific public benefits. The Canadian Government would
like to reduce the general subsidies progressively by replacing the
same in terms of specific subsidies, and blanket subsidies are
planned to be discontinued after the end of 1974, It is a peculiarity
of the 1967 Act that commuter services cannot be grant-sided
like the rest by the Central Government. This is because com-
muter services are seen by the Canadian Transport Commission
as a problem for the province or the city concerned. Ontario, for
instance, is already subsidising TORONTOCO-Transit Commuter
Service which is operated by the Canadian National Railways.

Japanese National Railways

k4

1.130. The Financial Commissioner for Railways, in his Memo-
randum to the Committee, has stated, “The Japanese National
Railways (JNR), a Public corporation, are requxred to assume
substantial financial burdens resulting directly ~from natfopal,
social and industrial policies. As a matter of policy, eizeable dis-
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counts on fares and freight rates are accorded to specific categories
of users and merchandise. Dictated largely by the need to dis-
courage road transportation for environmental reasons, this policy
has imposed a considerable financial loss on the JNR. The JNR
incurred a total loss of 234.2 billion yen in 1971-72; of this, about
a fifth could be directly attributed to policy determined social
obligations. As the data tabula‘ed below show, the annual social
burden represented by preferential fares and freight rates varied
between 44.7 and 51.5 billion yen over the four year period ending
in 1971-72.”

JNR’s Social Burden

(Losses under various heads)

(000 million yen)

Year  Worker Passerger Service News Freight  Grard
& stu- - Paper service. Tetzl
dent Discount Others Total & maga- Total
LCason on stu- zircs of
tickets dent various

tickets discounts
imposed
1968-69 381 22 o9 3z 39 96 4“7
1969-70 325 26 1-0 36-1 46 92 49'9
1970=-71 33°8 2-8 1-0 37°6 46 93 s1°§
1971-72 33:8 27 11 37:6 39 7'9 49°4

1.181. In a Written note furnished to the Committee, the Minis-
try of Railways have stated that the “JNR have been asking the
Government that it should be completely compensated for the
losses indurred on (a) burden in respect of concessional fares and
freights - (b) property tax paid to the local Governments (c) Cost
of maintaining the level crossing gates; (d) burden arsing from
the obligation to continue operating the unremunerative services,
(¢)"hutden in mutual aid association Fund; and (f) burden rela-
ted to the capital and construction accounts,

1.132. The Government propose to adopt the following mea-
sures for making up the social losses incurred by the JNR:

(i) Subsidies and grants for rehabilitating the finances and:
rationalisation of operations of JNR:
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(ii) Deferred payment of interest on government debts.

(iii) Tax relief and subsidisation of interest rates on loans
to finance fixed investment above 3 per cent.”

1.133. It has been stated in the Memorandum of the Financial
Commissioner that “In view of the deteriorating finances of the
JNR, the Japanese Government have been providing rehabilita-
tion subsidies under a special enactment since 1968-69 as well as
taking steps to reduce JNR’s tax liabilities to local governments.
More recently, a ten-year plan was drawn up to bring JNR back
into the black by 1985-86. During 1971-72, rehabilitation subsidies
accorded within this plan amounted to 30.2 billion yan. This in-
cluded a special grant of one billion yen for financing rationalisa-
tion measures.

1.134. The grants made by the Japanese Government to the
J.N.R. under different heads from 1968-69 onwards are shown in

the table below:—

(Billion yen)
Amount of Total
'otal
Year Financial Special
rehabilitation grants to
subsidies ote
bilitation
1968-69 . . 5’40 5°40
1969-70 . . 8-30 8:30
1970-71 . . . . 12:20 . 12°20
1971-72 . 2930 1:00 30 20

1.135. This ten-year plan envisages the eventual rehabilitation
of JNR’s finances through three main types of policy measures
viz. an upward revision of fares and freight rates, a reduction in
the labour force and personnel through rationalisation and techno-
logical change and a rise in the level of financial assistance
accorded by the Japanese Government,

1.136. The Committee observe that the financial position of
the Railways was quite solvent till the end of the Third Plan; the
net surplus shown by them during the quiquennium 1961-62 to
1965-66 was of the order of Rs. 147 crores after paying dividend
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etc. amounting to Rs. 474 crores. Thereafter, the position took a
turn for the worse and the cumulative deficit to the end of 1973-74
was Rs. 182 crores of which a sum of about Rs. 124 crores was ac-
counted for during the Fourth Plan period. This is inspite of the
substantial relief of about Rs. 102 crores afforded by the Railway
‘Convention Committee, 1971. The Capital-at-charge of the Railways
has increased from Rs. 1521 crores at the end of the Second Plan
to Rs. 3983 crores at the end of the Fourth Plan with consequent
increase in the dividend liabiiity from Rs. 56 crores to Rs. 171 crores.
(approx.) during the above period,

1.137. The Committee are greatly concerned to find that the
financial forecast for the Fifth Five Year Plan indicates a net short-
fall of Rs. 319 crores at the end of the Plan period.

1.138. The Committee also note that the losses on social burdens
borne by the Indian Railways have risen from Rs. 189 crores in
1970-71 to Rs. 282 crores in 1974-75 (estimated). The Railways anti-
cipate the loss in the year 1975-76 to be of the order of Rs. 138

crores.

1.139. The Committee observe that the Indian Railways, like
any other railway system else-where in the world, are as much a
commercial enterprise as a public utility service, This dual charac-
ter of the Railways naturally limits their commercial freedom and
gives rise to certain obligations which, but for their public service
character, they would not have been called upon to bear. As an in-
evitable consequence. the Railways have to bear certain losses
arising out of such obligations. Such losses alone which are distinet
from commercial deficit would constitute a social burden on the
Railways, Losses arising from the continued running of unprofitable
services needed by the public or charging uneconomic fares/rates
on certain traffic in the interest of the community at large are
some" illustrative instances of social burdens,

1.140. The Committee need hardly point out that the social
burdens on the Indian Railways are not a new phenomenon and
the Railways since their inception have been bearing such obliga-
tions and that till 1965-66 the Railways, inspite of carrying social
obligations, were showing surplus. It is only since then that the
finances of the Railways have shown a steady decline and today
they are not even in a position to pay the reasonahle dividend on
their capital-at-charge without borrowing from the General Re-
venues. The Committee are of the view that as a commercial orga-
nisation, the Railways, which have a separate budget of their own
with an inherent freedom to formulate their policies, should try
to put their finances in proper shape at an early date by finding solu-
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tions (o the various problems that they face without sceking external
assistance.

1.141. The Committee consider that there is still a vast scope
for improvement in the Railway Planning and operations, The Com-
mittee have dealt with this matter in de’ail in their 8th Report on
“Railways Fourth and Fifth Five Year Plans and other Ancillary
Matters.” The Commiittee necd hardly point out that the Railway
planning has been unrealistic over the last two Plan periods inas-
much as while heavy investments ‘n augmenting canacities were
made according to the forecasts of freight traffic, there was a wide
gap between the traffic forecasts and their actual materialisation.
This is evident from the fact that while a heavy investment of
Rs. 3,868 crores was made by the Railways in the Third an: Fourth
Plans and b three doter-plan vear,, the iraffic materialisation
has belied all expectations. While it was only somewhat higher iu
the first year of the Fourth Plan as compared to the traffic carried
at the end of the Third Plan (208 million tonnes ns against 203
million tonnes), there was a considerable slide-back in the subse-
quent vears so much so that at the end of the Fourth ¥lon it was
as low as 185 million fonnes against a target of 264.5 million tonres
set mltlallv (This was 18 million tonnes less than the freight traflic
carried at the end of the Third Plan). Thus the huge deficits incur-
red by tho Railways are in the main attributable to the stecp in-
crease in their dividend. liability. arlqmg out of heavy investments
made wnthout correcpond ing increase in traffic, This under-writes
the need for observing utmost circumspection in the mutter of
making. further investment in the Railways.

1.142. The Committec consider that the Railways will have:to
look within and find out what more they can do for the trade and
industry and the public at large to earn their goodwill rather than
what the public revenues can do for them. It is high time the Rail-
ways realised that it is only the customer satisfaction that will bring
more business to them and augment their earnings. The Committee
necd hardly emphasise that the Railways should take vigorous and
effective steps to plug all loopholes and prevent the colossal loss of
revenue through pilferages, thefts and ticketless travelling. Fur-
ther, while the Ra‘lways claim thot there is no shortage of wagons
there is a general complaint by the trading and business commu-
nity that wagons are not made available in time and in adequate
number. The Committee cannot, therefore, over-emphasise the need
for making wagons readily availnble to meet the genuine require-
ments of the trade. Likewise. ‘i the matter of provision of passen-
ger services, the Railways are ~1ill » long way off in making travel
reasonably comforiable and frc- from overcrowding and vexations
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reservation problems. It is imperative that the Railways streamline
thelr functioning and manage the operations in such a way that
they are looked upon as the most economic, compeltitive, effcient
and reliable mode of transportation in the country, This should not,
however, be interpreted to mean that the Rallways should be pre-
cluded from getting any compensation for the losses on services
rendered by them in the larger public interest such as continued
operation of uneconomjc branch lines and sub-urban services etc.

1.143. The Commiftee find that most of the foi'eign Railways
are bearing social burdens resulting from ‘the operation of certain
types of services, fare and freight policies and provision of stafi
amenities, The social burdens generally carried by these Railways
include losses arising from (i) unrcnmunerative though socially
desirable operations (ii) concessional fares and freight rates for spe-
cified categories of users and commodities (iii) restraint in the mat-
ter of raising freight rates and fares etc. to match the cost of in-
puts. The Committee also note that Railways abroad receive finan-

cial assistance {rom the concerned’ Governments to mset broadly
the following social burdens:—

(i) losses from unremunerative passenger services continued
to.be operated in public interest (Britain, France. Canada)
andjor short distance traffic (Germany).

(ii) losses from charging uneconomic fares and freight rates
in line with Government’s policy (Britain,

Germany.
France).

(iil) Cost of operation and maintenance of crossings (Germany),

1.144. In addition, some of these foreign Railways receive com-
pensation in a number of other forms like subsidy for payment of
interest (as in the case of German and Japanese Railways), writing
down of capital liability (as in case of British Railways), payment
of local taxes at reduced rates (as in the case of Japanese and West
German Railways), and subsidies to cover revenue deficits (as in
the case of Japanese, German and Brit'sh Railways).

1.145. The Committee consider that before any compensation to
meet the losses incurred by the Railways on uneconomic services
is ccntemplated, it is necessary that a proper costing methodology
is evolved to estimate as correctly as possible the losses incurred
by them on account of the various social hurdens. The Ra'lways in
their own interest should urgently evolve a methodology of costing
their services ‘which will receive an all-round acceptance and will
enable them to determine with moximum accuracy the losses rela-
table strictly to the social burdens carried by them,



CHAPTER II

LOSSES ON COACHING SERVICES
A. Non-Suburban Passenger Traffic

2.1, As the Committee have already observed, one of the social
burdens enumerated by the Railways relates to the losses on coach-
ing services, both non-suburban and suburban.

Lossess on Non-Suburban Passenger Traffic

2.2. The Committee desired to know the losses incurred by the
Railways since 1950 on non-suburban passenger traffic. In a written
note furnished to the Committee, the Ministry of Railways have sta-
ted that the study of profitability of coaching services was com-
menced only a few years ago. The estimated figures of loss relat-
ing to coaching services, other than suburban passenger traffic, for
the last few years are furnished below:

1970-71 . . Rs, 47 crores
1971-72 Rs. 49 crores
1972~73 . . . . . . . . . Rs, so0 crores
1973-74 e« « « « « « + &« . Ry 81 crores
1974-75 (estimated) . . . . . . . Rs. 134°7 crores

2.3. In the course of evidence, the Financial Commissioner for
Railways stated that for the year 1975-76, the loss on account of
passenger traffic would amount to Rs. 130 crores out of the aggre-
gate loss of Rs. 137.83 crores estimated on account of social burdens.

Methodology to determine the profit|loss

2.4. The Committee enquired about the factors taken into ac-
count in computing the revenue from the passenger traffic and the
expenditure incurred. The Ministry of Railways informed the
Committee that the earnings from coaching services, including pas-
senger services, are recorded separately in accounts. Sundry other
earnings, which are not attributable to either coaching and goods
services, are apportioned between them on a suitable basis. Earn-

52
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ings from steam boat and ferry services and suspense transactions
are, however, excluded for the purpose of evaluation of the results
of coaching operations.

2.5. The expenditure on coaching services, leave alone passenger
services, is not wholly identifiable in accounts. The portion of ex-
penses attributable to coaching services is arrived at by allocating
the total expenses to coaching and goods services. Whatever ex-
penses are directly identifiable with either of those services are
segregated first and allocated in full to the respective cost group.
Joint or common expenses are then apportioned on suitable basis
which have been evolved over a period based on the knowledge of
the nature of operations and the results of sample studies made for
the purpose.

2.6. The estimated expenses thus arrived at are then compared
with the earnings from coaching services to arrive at the loss or
profit on coaching services.

2.7. The Committee referred to the statement of the Railways
that the expenditure on coaching services, leave alone passenger
services, was not wholly identifiable in accounts and enquired whe-
ther any methodology or technique has been worked out by them
to ensure that the expenses are scientifically apportioned between the
coaching and goods services. The Ministry of Railways have stated
in a written note that the railways have developed certain techniques
for apportionment of joint or common expenses to various services
and these are considered broadly sufficient for managerial purposes.
These techniques cannot, however, be a scientific or precision instru-
ment. Because of the complexities inherent in railway operations
and the fact that bulk of the expenditure is common to both coaching
and goods services, the costing of rail transport is not comparable to
the costing of commodities or other services,

2.8. The present methodology of apportionment of expenses bet-
ween coaching and goods services is briefly as under:—

Wherever it is so identifiable, the expenditure is debited di-
rectly and in full to coaching or goods services as the
case may be. The joint and common expenses which
form the major portion are apportioned between coach-
ing or goods on suitable bases which have been evolved
over the years based on knowledge of the nature of ope-
rations and results of sample studies. The methodology
is, however, continuously modified and updated to reflect
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the changes arising out of operating practices, technolo-
gical innovations and accounting refinements. The rail-
ways are currently engaged in refining the methodology
further.

2.9. Regarding the basis for determining the profit/loss on non-
suburban passenger traffic, the Ministry of Raflways informed the
Committee that ‘the profit/loss on suburban services (EMU and
Non-EMU) run within the notified suburban areas is separately wor-
ked out proforma on the basis of methodology evolved for the pur-
pose. The loss on suburban services so computed 'is then deducted
from the total loss on coaching services to arrive at the loss on
coaching services other than suburban services. The loss so com-
puted covers all coaching services excluding suburban passenger
services and not non-suburban passenger traffic alone.

Rensons for losses:

2.10. The Committee while pointing out that the losses on non-
suburban passenger traffic have gone up from Rs. 47 crores in
1970-71 to Rs. 81 crores in 1973-74, enquired about the reasons for
the abnormal increase in'losses. The Ministry of Railways have
stated in a written note that the estifmated expenses, earnings. and
losses for eoaching ‘services other than suburban passenger: traffic
during the years 1970-71 to 1973-74 are bs under:—

(Rupees -in  crores )"

)

Year  Total ™ Increasc Share of ¥ Increase Coaching Incresse Loss
expenses’ over the - Coaching' over the  earhings overithe -

DRF &  year excl. 'sub- I;en'r suburban  year
dividend wurban earnirnigs
‘ traffic
®m @ ® @ ® ) @™ . ®
1970-71 1026 30 .. 389+84 .. 342- 81 .. 4703

1971-7; 1004° 50 6820  412°95 2811 364'07 21°26 48-88
197 <% 1169-8§ 7535 441 5§ 2860’ 391°90 27°83,,  49°65
1993-74 ¢ 205°94  136'09  495‘ 80 54°25  414°86 2296 81:06

increase
in 1973-74 _

over )
1970-71 27964 105° 96 72 .05 3403

_;5:11. From the above it will be evident that the increase in ex-
penses has outstripped the increase in earnings. The increase in-

-
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expenses has been particularly marked during 1078-74 .consequent
to implementation of the recommendations of the Pay Commission.

2.12. The Committee desired to know the extent to which these
losses were attributable to (i) increase in the staff costs and (ii)
increase in the cost of materials. The Ministry of Railways have
stated that the mode of booking expenditure in accounts does not
lend itself to a bifuncation of the coaching expenditure under staff
cost, cost of materials etc. An indication of the increase in staff
cost and other wholesale prices can be had from the following in-
dices:—

1970-71  1973-74

Base
Average cost per regular employec . . . . 100 1251
Increase in wholesale prices:
(# Coal . . . . . 100 1133
(#) Mineral oils . 100 150° 2
@#41) Electricity . . 100 1077
(iv) Manufacturers . 100 132°7

2,13. As against the above increases, the average revenue per
passenger KM (non-suburban) has gone up only by 9 per cent
during 1973-74 as compared to 1970-71.

2.14. When asked to state why the Railways should not try to
find out ways and means so that loss on the passenger traffic could be
minimised, the Chairman, Railway Board stated during evidence
thus:

“There are two solutiong for this. One is short-term solu-
tion and the other is long term solution. Today we have
to see that the modern technology by way of electrifica-
tion and dieselisation does not affect the traffic, both
passenger iraffic and the goods trafic. In the case of
goods traffic by way modern technology as much as 65
per cent of the total freight service is done by diesel and
electric locomotives and by large number of wagons and
in the case of passenger service only 31 per cent is done
by diesel or electric locomotives. So, when we are able
to dieselise or electrify our passenger service more and
more, we will carry with the same assets on the same
line capacity a large volume of traffic and that would help
ws. It depends on the position of electrification and diex
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selisation. But what has happened in the last few years
is that, after Independence, in an effort to provide ameni-
ties for passengers our seating capacity in the coach has
gone down, whereas the wagon capacity has gone up. For
example, on broad gauge the seating capacity of the coach
was 87.3 per cent passengers in 1950-51 but in 1973-74 it
was 77.7 per cent because we were wanting to give more
facilities like more space for the passengers, more corridor
space, etc. Now, if we have this kind of capacity—if we
can have as we are trying to-day in the first class air-
conditioned and the so-called sleepers, the volume of traffic
will go up in future.

2.15. In the long term target, I can say that we will be able to
carry 70 per cent to 80 per cent extra traffic on passenger sime with
the help of electrified and dielised locomotives. Now, what wrill
happen is that the terminals will be difficult. We will not be able
1o reach them at the destination, otherwise we have to provide station
facilities. This is going to be a bottleneck in major cities.”

Rationalisation of fare structure:

2.15. The Committee desired to know whether rationalisation of
passenger fare structure has been attempted so that it may be cost~
based. The Ministry of Railways, in a note furnished to the Com-
mittee, have stated that because of several ad hoc changes in the
preceding years upto 31-3-1970, passenger fares had ceased to have
a systematic basis. From April 1970, attempts have been made to
rationalise the fare structure taking into account the loss on coach-
ing services and with a view to a gradual reduction c¢f the subsi-
disation of passenger and other coaching traffic by goods traffic.
While the cost factor has received consideration in deciding various
measures of rationalisation, a certain amount of flexibility for keep-
ing down the increases in the low class fares had to be adopted on
account of the anxiety to do everything possible to ensure that the
impact of the increases should have only a minimal effect on the
family budget of the common man.

2.16. The upper class passenger fares were rationalised with
effect from 1-4-1970. Thereafter the fares have been revised every
year at proportionately higher rates as compared to the fares for
the lower class, on the consideration that the upper class passengers
shou]d contribute more to the railway revenues than the others
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2.18. From April, 1974, fares per ticket for air-conditioned chair
car and first class were increased from a minimum of Rs. 2 to a
maximum of Rs. 16 according to the distance travelled. In the
case of air-conditioned first class fares increases per ticket ranging
from Rs. 15 to Rs. 160 depending upon the distance were effected
in implementation of the intention to bring these fares to the level
of air fares within a period of two years. The fares for travel by
Rajdhani Expresses were also revised, the increases being somewhat
higher than the corresponding increases by other trains.

2.19. Taking into account the sharp increase in working expenses
and substantial shortfall in revenue receipts further revision of fares
was effected from 15-9-1974. Air-conditioned first class fares, which
were raised to approximate air fares from 1-4-1974, were subjected
to a supplementary charge of 25 per cent per ticket. For travel by
first class and air-conditioned chair car, the fare per ticket was in-
creased by 33.1/3 per cent.

2.19. In the case of fares for the lower class (now second class),
the attempt has all along been to effect very modest increases so
as to lighten the load of the common man. Simultaneously with the
revision of upper class fares in 1970 proposals were made to ratio-
nalise the third class fares, but these were dropped in deference to
the wishes of the Parliament. Therefore, thind class passenger
fares as in force from 1-4-1988 continued. Only marginal adjust-
ments were made in 1971, (the rate of increase being half that of
of upper class fares taken as a whole) and again in 1973. During
the revision that came into effect from 1-4-1973, it was ensured that
in no case would a third class ordinary passenger have to pay more
than 25 paise per ticket, or in the case of Mail and Express trains
(third class) more than 95 paise.

2.20. At the time of adjustment of third class fares in 1971- no
increase was effected at all for travel upto 15 Kms, and during the
revision of 1973, no adjustment was made in the fares for travel
upto a distance of 20 kms. It may be added that the fares for the
first 50 kms in respect of third class tickets for journeys by ordinary
trains have been traditionally kept at a low level with the provision
.and continuance of a special fare table.

2.21. The most important step taken during the revision from
April, 1974, was the revision of the very low third class fares exist-
ing until then by raising the minimum fare from 25 paise to 50 paise
in respect of Mail and Express trains with a view to relieving over-
crowding in long distance trains. From a distance of 50 Kms on-
wards, the increase in fares per ticket gradually increased with the



distance travelled, the meximum incresse per ticket being Rs. 8/-
for distances beyond 3,000 Kms. As regards third class ordinary
passengers, a modest increase of only 5 paise per ticket upto a dis-
tance of 256 Kms. and 10 paise between 26 and 49 Kms. was levied
and thereafter the increases ranged from 25 paise per ticket to a
maximum of Rs. 1/- per ticket, depending upon the distance.

2.22. During the revision from 15-9-1974, po change was made in
respect of second class travel in ordinary trains upto 25 Kms., and
for travel between 26 and 250 Kms. the fares were raised by 25 per
cent and for distances beyond 250 Kms. by 20 per cent. As regards
Mail and Express trains, the existing fare per ticket was increased
by 25 yer cent upto a distance of 250 Kms. and for distances beyond
250 Kms. by 20 per cent. The higher increase in respect of distances
upto 250 Kms, was intended to discourage short distance passenger
traffic, which can be served by road transport, to help in allotting
a larger share of available rail transport facilities to the movement
of goods and those comnmodities which constitute essential raw mate-

rials for agriculture and industry in the interest of the national eco-
nomy.

2.23. The Committee pointed out that during the revision of
passenger fares from 15-9-1974, higher increases in respect of dis-
tances upto 250 Kms. were intended to disccurage short distance tra-
fiic and enquired whether any analysis of the position has been made
to ascertain as to what extent the short distance traffic declined.
The Ministry of Railways in a written note furnished to the Com-
mittee have stated that the effect of the higher increase in fares vpto
250 kms. could be properly assessed only when figures for the en-

tire half year i.e. October 1974 to March 1975 become available after
two or three months.

2.24. To a question whether the Railways were of the view that
with the existing level of fares the coaching services would invariably
show losses, the Ministry of Railways, in a written note furnished
to the Committee, have stated that at the present level of fares (and
costs) the coaching services will become less  unprofiiable if more
traffic is available on sections where trains are not fully occupied
-or where it is possible to run more trains within the available sec-
‘tion capacity to meet commensurate unsatisfled detpand.

2.95. The Committee desired to know whether any study had
been made to identify the sections where trains were not fully oc-
cupied and whether any survey was made to assess the unsatisfied
demand for trains and the steps taken to run more trains within the
available capacity to meet the demand. The Ministry of Railways,
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in a written reply, have stated that occupation in the various classes
-of accommodation provided on trains is assessed twice a year throu-
gh a census held, once in April-May and again in October/Novem-
. ber. The results indicate that all the trains, particularly long-dis-

tance mail and express trains running over trunk routes, are fully

occupied. In some sections, especially in the branch lines, there is
no adequate traffic offering.

2.26. These results also show where overcrowding tukes place on
the trains and the derhands for reservation and issue of tickets also
indicate the sections on which unsatisfied demands for passenger
trains exist. It is found that such surveys indicate that the unsatis-
fied demands are always in the trunk routes where there are very
serious limitations of line and terminal capacity. There are also
limitations with regard to availability of coaches and locomotives.
Steps are continuously taken to overcome these difficulties and
these measures involve time and considerable expenditure, With-
in the constraints, all efforts are made to introduce more trains and
also to extend the runs of trains to meet the requirements of unsa-
tisfied demands. Thus, during the year 1974-75, six new trains
were introduced and the runs of eleven existing trains were exten-
ded. In this connection, it is also relevant to point out that the re-
-quirements of essential freight traffic have got to be met and the

requirements for this purpose by way of locomotives have particu-
Jlarly to be fully taken care of.

2.27. However, the following special measures have been/are
‘being taken in order to increase the carrying capacity of the coaches
in trains so as to enable more number of passengers being cleared
by the same number of trains:

(a) Day type second class coaches with a carrying capacity
of 90 passengers as against 80 passengers in the conven-
tional II Class coach have been provided on short distance
inter-city trains like 301/302 Bombay-Pune Deccan Queen,
27/28 New Delhi-Amritsar Flying Mails and 38/40 Mad-
ras-Bangalore Brindavan Express. It is proposed to pro-
vide such coaches on 14 pairs of additional inter-city
trains in near future.

(b) 60 seater day type first class coaches are being provided
on fast inter—city trains with a journey time of about 6-7
hours.

(c) Ten (48 seater) 2'-tier Air-conditioned sleeper  coaches
have been manufactured and provided on the A.C. Ex-
press trains in March, 1975.

1167 LS—3.

oY
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(d) Future builds of A.C. coaches will be of 10 sleepers and:
34 A.C. II Class Chair Cars.

Subsidy involved in Non-Suburban Passenger Fares

2.28. The Committee desired to know the element of subsidy in-
volved in the fares of each class in non-suburban passenger traffic
and the criteria evolved to ensure that the cost of operation of pas-
senger services was the absolute minimum in order to arrive cor-
rectly at the element of subsidy involved in the fares. The Minis-
try of Railways have informed the Committee in a written note that
the question of assessing the quantum of shortfall in the fares charg-
ed as against the cost of operation, classwise, could be examined
only after finalisation of the coaching cost study.

Financial Results of various Train Services

2.29. The Committee enquired whether the Ministry of Railways
have collected statistics regarding the financial results of various
mail /express and passenger trains. The Ministry of Railways have
in a written note informed the Committee that expenses and receipts
are not booked trainwise. A detailed study for evolving unit costs
CE Coaching Services is nearing completion. Once these units costs
are finalised, it will be possible to work out the financial results.
train-wise. ' .

2.30. The trains which are unremunerative, and the reasons there--
for, can be identified only after the unit costs are finalised and
Railways are in a position to assess the financial results train-wise..

Steps taken to meduce the cost of operations

2.31. The Committee enquired about the concrete steps taken by
the Railways to bring down the working expenses which are spe-
cifically relatable to operation of coaching services. The Ministry:
of Railways, in a written note furnished to the Committee have sta-
ted that as the bulk of the expenditure incurred on the Indiam Rail-
ways is common to coaching and goods services, any steps talken to.
reduce the total working expenses will have an impact on the cost'
of operation of coaching services also. An economy drive ta reduce-
revenue expenditure by about Rs. 50 crores during 1973-74 hrought.
fruitful results and the said economy was achieved.
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Railway fares vis-a-vis fares of Nationalised Road Transport Under-
takings:

2.32. The Committee enquired how the passenger fares on Indian
Railways compared with the fares charged by the nationalised road
transport undertakings in the .country. The Ministry of Railways
have stated that over the zone 1—25 kms., second class rail fares
are lower than the corresponding road fares in the States of Pun-
jab. U.P., Rajasthan, Bihar, West Bengal, Maharashtra, Karnataka,
Kerala and Tamil Nadu,

2.33. Over the distance zone 26—100 kms., rail fares are generally
lower than the corresponding road fares in Punjab, Haryana, Ra-
jasthan, U.P., Maharashtra, Karnataka, whereas over Kerala, Tamil
Nadu and West Bengal, Railway fares are slightly higher.
Over the distance zone 101250 kms. rail fares are lower in Punjab,
Haryana, Rajasthan, U.P. Bihar, Maharashtra, Karnataka, Kerala,
whereas over Tamil Nadu and West Bengal the rail fares are slight-
ly higher. Over the distance zones beyond 250 kms. the rail fares
are lower than the corresponding fares in all the States.

Railway Fares in other Countries:

2.34. To a question how the passenger fares in India compared
with those in other countries in relation to the per capita income,
the Ministry of Railways have in a written note furnished to the
Committee stated that a comparison of the average rates charged per
passenger-kilometre on Indian Railways with those obtaining on
certain foreign railways, together with the per capita income per
day, expressed in Indian equivalent, is as under:--

Country Year Average rate  Per capita
charged per income per
E;ssenger— day
ilometre
. (paise) (Rupees)
1 2 3 4
India . . . . . . 1969-70 . 246 1- 64
1970-71 . 2-50 1°73
1971-72 . 255 176
1972-73 . 2:57 1-88
UK. . . . 1972. 18- 15 s1°2
U.S.A. . . . . . 1971. 19°24 9I- 4

Canads . . . . . . . 1972. . 19-43 82-9
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I 2 3 4

(National Railways)

France . . 1971. 14°18 66 1
Ily . . . 1971 9:03 380
West Germany . 1971, 20-33 68-03
Japan . . 1971-72 . ' 990 42'3
Burma . . . 1969-70 . 2°98 1-20
Sri Lanka . 1969-70 . 2:62 2:90
Thailand . 1969-70' . 3°97 260
Iran . . . . . . . I971-72 . § 11 977

Travel Concessioms:

2.35. It is observed from the Indian Railways Year Book (1973-
74) that subject to certain conditions, the Railways also charge
concessional fares for travel to and from hill stations and give
concessions to students and certain other categories like sportsmen,
artistes, blind persnos, etc. It is estimated that these concessions
cost the Railways over Rs. 3 crores a year.

2.36. Giving further information on the value of travel concessions
allowed by the Railways, the Financial Commissioner for Railways
stated during evidence that the value of concessions given to sub-
urban traffic was Rs. 30 crores and the value of other concessions for
cultural performances, students, conferences, Defence personnel etc.
ranged from Rs. 13 crores to 18 crores a year.

2.37. When asked why the Railways were granting so many
concessions while they were not getting anything in return from
Government and whether the matter had been taken up with the
concerned Ministries so as to collect the value of concessions granted
on various accounts, the Financial Commissioner for Railways
replied during evidence:—

“We will go to the Ministry concerned for reimbursement.
This is a very good suggestion.”

2.38. The Committee note that the estimated losses on non-
suburban passenger traffic which stood at Rs. 47 crores during
1970-71 have risen to Rs. 135 crores (approx.) in 1974-75 and the
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estimated loss on all the passenger services for the year 1975-76
would be Rs. 130 crores out of the aggregate loss of Rs. 138 crores
estimated on account of social burdens. The Committee, however,
find that the Railways have not yet been able to complete their
coaching cost study with the result that they have no means of
assessing the quantum of shortfall in the fares charged as against
the cost of operations, train-wise/class-wise. In the absence of such
a study, the Railways ‘are not in a position to identify the coaching
services or the sections which are unremunerative from the pas-
senger traffic point of view. The Committee are at a loss to under-
stand why the Railways, which have now been in the red for seve-
ral years, have taken such a long time to finalise the coaching cost
study. The Committee urge that the coaching cost study should
be finalised without further delay so that the Railways are able
to identify accurately the losses that they incur on the train ser-
vices or sections or classes of travel.

2.39. In this connection, the Committee would like to reiterate
the observations made by the Railway Convention Conimittee, 1971,
in paragraph 2.16 of their Fourth Report to the effect that “they
are averse to any losses on operation of higher classes being met
by the Railways. They are of the firm view that travel in higher
classes must pay its way.”

2.40. The Committee would, therefore, emphatically urge the
Ministry of Railways to ensure that the fare structure for
air-conditioned and first classes is fixed on economic basis and there
should be no question of claiming any subvention or compensation
for providing travel facilities for the relatively affluent sections of
the society.

2.41. The Committee observe that the Railways charge concession-
al jares for travel to and from hill stations and also give concessions
to students, sportsmen, artists, Defence personnel, blind persons, etc.
The value of such concessions is estimated to be of the order of
Rs. 13 to 18 crores per year. The Committee recommend that while
such travel concessions may continue, the Railways should be reim-
bursed the cost thereof. With this end in view, the necessary finan-
cial arrangements may be worked out by Government.
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2.42. The Committee note that with progressive dieselisation and
electrification of passenger services it is possible to carry, with the
same assets on the same line capacity, a larger volume of traffic
and thus earn more revenue. It has also been claimed that coach-
ing services would become less unprofitable if more traffic is avail-
able on sections where trains are not fully occupied or where it
is possible to run more trains within the available section capa-
city to meet the commensurate unsatisfied demand. The Commit-
tee desire that Railways should take concerted measures for aug-
menting their passenger earnings.

2.43. The Committee would in this connection like to lay stress
on the imperative need for augmenting the seating capacity of pas-
senger coaches on which aspect the Railways have lately started
bestowing their attention. The Committee are constrained to
observe that although the Railways have been incurring losses on
coaching services for a long time, they did not pay serious attention
till recently to improve the carrying capacity of the coaches. Had
the Railways been vigilant in the matter, it should have been pos-
sible for them to design suitable coaches or modify the existing
coaches with the help of the RDSO. The Committee urge that all
out efforts should be made to improve the carrying capacity of
coaches and to make them yuite comfiortable and safe in order to
attract more passenger traffic, particularly long distance traffic,
within a time-bound programme. The Committee recommend that
the perspective plan as well as the progress made in implementa-
tion thereof, should be mentioned in the Annual Reports of the
Ministry of Railways.

2.44. The Committee note that the passenger fares are charged
at telescopic rates. They feel that in the larger interest of unity and
integrity of the country, the fares may continue to be charged on
telescopic basis.

245. It has been claimed that there is an element of subsidy in-
volved in the fares of 3rd class (now 2nd class) passengers who cons-
stitute the bulk of travelling public. The Railways have urged that
the losses that they incur as a result of charging fares which are
not economic vis-a-vis the cost of operations should be made good to
them. The Committee however, ohserve that according to the Minis-
try of Railways the question of assessing the quantum of shortfall
in the fares charged as against the cost of operation, class-wise, could
be examined only after finalisation of the coaching cost study. The
Committee find that the ‘Railways in Britain, West Germany and
France have been receiving some kind of assistatice for unremune-
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-rative passenger services. The Committee recommend that Govern-
-ment should evolve a financial arrangement in the light of findings
of the costing study and the economics of operation of various classes
‘of travel in consultation with the Ministry of Finance and Comptrol-
ler & Auditor General, whereby the Railways are compensated in
some equitable manner for the unavoidable losses that they incur
on second class passenger traffic only.

B. Suburban Services
_Losses on Suburban Services:

2.46. As has already been observed in Chapter I, investment for
the introduction or improvement of rail passenger services in large
‘urban agglomerations is universally unprofitable for the railway
‘systems undertaking them. India is no exception to this general
rule. Concessional monthly and quarterly season ticket fares are,
by far, the most important factor responsible for the losses on subur-
‘ban services. Fares are usually set at levels which reflect primarily
the requirements and incomes of users for whom it is the most
convenient mode of travel to the place of work and back from it.

247. According to the information furnished by the Ministry of
‘Railways the losses suffered by them on account of suburban ser-
vices during the last five years* were estimated as under:

Yeur Approximate
stimates
i} (Rupees in crores)
1970-71 12
1971-72 12
1972-73 13
1973-74 . . . . . - . . . 14
1974-75 19

*The Committee desired to be furnished with a statement showing the losses incurred
on suburban services, since 1965-66, year-wise. They have been informed in a note dated
3-7-75 that the amount of Joss suffered by the Railways is being worked out and will be

‘furnished ‘as carly as possible.

2.48. The Committee enquired thc extent to which these losses
were attributable to (i) low season ticket fares; (ii) rise in cost
of inaterials; and (iii) increase in wages. The Ministry of Rail-
ways have stated in a written note that the system of accounting
in vogue does not lend itself to such identification. It may, how-
-ever, be stated that a rough computation suggests that if conces-
sional season tickets are withdrawn (and this does not cause seri-
ous reduction in volume of traffic), the losses indicated above will

‘be more than covered.
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2.49. The Committee enquired from the representatives of the
Ministry of Railways whether the Railways had assessed the differ-
ence between the railway fares (including concessional season
ticket fares) on suburban services and the fares charged by the
State Transport systems of the three Metropolitan Cities and if
the suburban railway fares (including concessional season ticket
fares) were brought up approximately to the level of city trans-
port fares, what would be its impact on the financial results of
suburban services. The representative of the Ministry of Railways
stated during evidence that:

“In these three metropolitan cities, we have to get much more
details about the number of passengers carried by the
suburban trains within the various sections. After that
we will work out the financial assessment as to the
difference between the bus rates and our rates. But
looking at our rate and the bus-fare, we feel, if we were
to hike our fares more or less to the level of the bus
fare, the loss we incur in the suburban services will more
or less be eliminated. But a detailed assessment has yet
to be made.”

Rationale for concessional season tickers

2.50. The Committee enquired about the rationale for giving con-
cessional season tickets on suburban services and the increases, if
any, effected in the charges from time to time. The Ministry of Rail-
ways have stated in a written note that there are no concessional
fares for travel over suburban areas except the season tickets. The
term “suburban fares” refers to the lower scale of season ticket
fares applicable in Bombay, Calcutta and Madras areas. These
specially low season ticket fares were introduced by the Company
Railways originally operating in these areas, obviously as a mea-.
sure of concession to the commuters who have to inevitably travel
by suburban trains daily for attending offices, factories, schools,
colleges, etc.

2.51. When the Company Railways were taken over by the
Government, these special scales of fares were allowed to continue
considering that any attempt to bring them on par with the season
ticket fares for other sections would involve a steep increase in the
suburban fares to which the local population had long been accus-.
tomed. Hence, without touching the basis of charge, these subur~
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ban fares were increased from time to time by specified percent-
ages or amounts per ticket.

2.52. Revenue receipts on account of suburban services are
nearly Rs. 38.73 crores during 1973-74. The loss during the same
year has been estimated to be about Rs. 14 crores. Therefore the
adjustment required tp make these services pay their way is an
increase on an average fares by about 36 per cent. However, it
might be stated that during 1974-75, the expenses are bound to be
much higher due to increasing trends in the costs of operation, thereby
increasing the amount of loss beyond Rs. 14 crores during 1974-75.

Revision of Fares:

2.53. From 1950 onwards, the passenger fares have been revis-
ed on 14 occasions upto 15-9-1974. The season ticket fares have
been revised on ten occasions during the same period.

2.54. It is not possible to indicate the percentage increase in the
fares from 1950 onwards because the increases effected from time to
time were not always in terms of percentages; on some occasions
the increases were by specified amounts per ticket and these were.
also not uniform for all distances. In the circumstances, the exact
percentage of the increases in the fares during this period would
vary at different distances. In practice, therefore, the percentage.
increase in the fares is worked out on the basis of statistical average
of the fare realised per passenger kilometre for the different classes.
Such statistical figures are available upto 1973-74 beyond which
only an estimate can be made.

2.55. It is also to be mentioned in this connection that it would
be more appropriate to make a comparison of the percentage incre-
ase in the average fare from 1955-56 onwards rather than from 1950
onwards. The year 1955-56 represents a landmark when classes of
accommodation in the trains had undergone a significant change.
In that year the old first class was abolished and the old second
class was renamed as first class. The old inter class was also abo-
lished and it was renamed as second class. In the circumstances, a
comparison of the present fares should appropriately be made with
the level of fares obtaining in 1955-56.
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2.56. The average fare per passenger Kilometre has increased as
. follows over the level in 1955-56:—

—

Average rate passenger kilo-
metr uburban services

(paise)
First Third*  All
class class classes
- 1955-56 . . . . . . 177 1-02 1-04
1973-74 . . . . . . 2-87 131 1-39
Percentage increase in 1973-74 over 1955-56. . . 621 28-4 337

*Redesignated as Second class from 1-4-1974.
Reasons for not raising the fares to economic levels:

2.57. The main consideration for not raising the fares to eco-
nomic levels has been that, in line with the socialistic concept,
weaker and vulnerable sections of society should be protected.
From time to time, season ticket fares have been exempted from
increases in fares and for third class ordinary passengers, parti-
cularly over shorter distances, there have been no increases or
increases, if any, were only marginal. Suburban passengers com-
prise mostly of petty vendors, office goers and industrial workers
who belong to ' theinelastic income group and who, as a part of
their daily life, commute regularly to and from their place of work
and the objective is not ‘to burden unduly their costs of lving by
raising fares adequately to economic levels to meet solely the rail-
ways own costs of operating the services for them.

Costing of Suburban Services:

2.58. The Ministry of Railways have informed the Committee
that the review of the methodology of costing suburban services is
nearing completion. It is hoped to introduce refinements found
necessary and possible as a result of this review with effect from
the costing of ‘suburban ‘services for the current year onwards.

Delinking of Suburban Services from Madain Line Services:

2.59. The Committee enquired whether the question of delink-
ing suburban services from the responsibility of the main line rail-
ways and entrusting their operations to the Metropolitan Transport
_Authorities to be constituted has been examined and whether it



69

would be desirable that ultimately the entire metropolitan trans-
port services including the existing suburban services could be
under the control of a single authority to facilitate proper manage-
‘ment, time table planning, development of the network plan and
uniform tariffs of all affiliated public local traffic enterprises. The
Ministry of Railways have stated in a written reply that the ques-
tion of delinking suburban services from the responsibility of the
main line railways ha§ to be viewed from two aspects: (i) financial
responsibility and (ii) operational responsibility.

2.60. As regards (i), this has been examined and it is felt that
-as suburban fravel is not a legitimate function of the main line
railways the latter should not bear any responsibility for the finan-
cial losses arising from suburban services. The main line railways
can maintain separate accounts for suburban services on the basis
of which the losses should be made good from the General Revenues,
State Governments or the Metropolitan Transport Authorities as
and when set up.

2.61. As regards (ii), i.e, operational responsibility it is impor-
tant to keep in view that the existing suburban services in Bom-
‘bay, Calcutta and Madras not only share the tracks with the long-
-distance passenger and goods traffic but at several important points
also share the station facilities. Therefore, while placing the
entire Metropolitan Transport Services, including the existing sub-
urban services, under a single authority may facilitate pooling of
facilities and time tabling etc., it is likely to generate problems of
co-ordination between the operation and planning for main line
services vis-a-vis suburban services. Further, the use of existing
suburban corridors for main line passenger trains and goods traffic
outside the peak hours leads to the optimum use of available line
«capacity resulting in a more economic operation. Delinking of the
suburban services from the main line railways may make it neces-
sary to provide for separate lines for the two categories of traffic,
and would. therefore, entail heavier investment.

2.62. To sum up, therefore, while operation of suburban services
on the existing surface system should remain with the Railways,
the financial losses suffered thereon (for which separate accounts
can be maintained) should be reimbursed from the General Reve-
nues or by the Metropolitan Transport Authorities (as and when
they are set up) or the State Governments.

2.63. The Committee specifically enquired about the suggestions
of the Railways in regard to compensation for the losses on sub-
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urban services. The Ministry of Railways in a written reply have-
informed the Committee:

“It is suggested that the Railways’ liability to bear the
losses on suburban traffic may be pegged at the amount
of the loss in 1965-66, the last year in which the Railways
earned a surplus. The Railways have been incurring
deficits almost continuously from 1966-67 onwards and,
in view of this, are not in a position to bear these losses
or at least any increase in these losses.”

2.64. Explaining the suggestion further, the Financial Commis-
sioner for Railways stated during evidence that “if there is to be:
a ceiling on social burdens in a category like this, we should have-
to go back to the year 1965-66. Our financial position was not in
the red and so we could take that figure. Actually, we have not
worked out what that figure is. We can work it out and give it
to you. That is the year by which we had just started working out
in detail the social burdens for each item separately.”

2.65. The Committee enquired whether the question of the con-
cerned State Governments/Municipal Corporations sharing the los-
ses on suburban services with the railways was ever examined. The-
Municipal of Railways have stated that no specific approach has so
far been made by the Railway Board to any State Government/
Municipal Corporation asking them to share the losses on the
suburban railway services serving their territories. However, it
may be stated that in the context of the impending construction of
the underground railway system at Calcutta, an -approach was.
made to the Government of West Bengal by the Planning Com-
mission with the suggestion that they should share the revenue:
losses in the operation of the underground system. It is under-
stood that no positive response from the Government of West.
Bengal has yet been forthcoming.

Position regarding compensation for losses on suburban services in
foreign countries

2.66. The Committee enquired from the Ministry of Railways the
position obtaining in foreign countries such as UK, France, Japan
and West Germany in regard to compensation for the losses on:
suburban services. The Ministry of Railways have stated that
information available regarding compensation for losses incurred
by the national railways on suburban services in the four countries:
mentioned above is somewhat fragmentary. It is, however, learnt
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‘that there is some provision or other for compensating these rail-
‘ways for losses on suburban services although the exact amounts
-.of compensation are not known.

U.K.—The British Railways received £62, £63, £68 and £91
millions, respectively as government grants during 1970, 1971, 1972
and 1973 for unremunerative passenger services which meet a
social need. The subgrban services run by the British Railways in
and around large cities would come under the socially necessary
unremunerative passenger services.

West Germany—The German Railway received Federal Govern-
ment grants to cover losses on short distance passenger traffic,
which presumably also includes suburban services, to the tune of
DM860 millions, DM1692 millions and DM1542 millions respectively
in 1971, 1972 and 1973.

France—SNCF received government subsidy of 2091 million
francs in 1968, 2980 million francs in 1970 and 6641 million francs
in 1972, to cover the losses for manitaining unremunerative lines

.and operating unremunerative services necessary for urban and
rural development. It is presumed that the losses on account of
.suburban services were also covered in the aforesaid grants.

Japan—The total subsidies and grants made by Government
towards social losses of the JNR amounted to 83 billion yen in
1969-70, 12.20 billion yen in 1970-71 and 31.20 billion yen in 1871-

72. Such social losses include losses on suburban services.

JNR have been pressing the government to fully compensate
them for losses incurred on unremunerative services including sub-
urban services and a number of other accounts. The outcome of
JNR'’s efforts in this direction is not known.

2.67. The Committee note that the Railways have been losing
heavily on suburban services they operate in the metropolitan cities
of India and the loss on such services which was Rs. 12 crores in
1970-71 had gone up to Rs. 19 crores in 1974-75. The primary reason
for such loss is the specially low rates of the monthly and quarterly
season ticket fares which were introduced by the Company Railways
originally operating in these areas as a measure of concession to the
commuters who have to travel by suburban trains daily for attending
offices, factories, schools, colleges etc. The Committee also note
that season ticket fares have been exempted from periodic increases
in fares and that such increases, if any, were only marginal. A rough
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computation made in this regard by the Railways indicates that if the-
concessional season tickets are withdrawn, the losses on suburban
services would be more than covered without entailing any reduction

in the volume of traffic. Alternatively, if the suburban fares (inclu-

ding concessional season ticket fares) are increased more or less to -
the level of bus fares, the losses would be eliminated. The Com-
mittee understand that a detailed assessment in this regard is, how-

ever, yet to be made. The Committee further note that the British

and French Railways receive grants from their Governments for
unremunerative passenger services which meet a social need. Like-

wise, the West German Railways receive federal grants to cover
losses on short distance passenger traffic.

2.68. The Committee are of the opinion that it is the responsibility -
of the State Governments, local authorities, public and private sector
undertakings and other major industrial and business concerns
provide residential accommodation to their employees (who form
the bulk of commuters) near their place of work or in the alternative -
to provide them suitable transport facilities. It is obvious that if the
offices, industries etc. and residential colonies are rationally located,
the burden on transport would be minimum. The phenomenal in-
crease in suburban traffic is a pointer to the fact that no integral
planning has taken place in this vital sphere. [kt is only as a legacy
of the olden company days that the Indian Railways continue to
carry this ever-increasing burden. The Committee agree with the
contention of the Ministry of Railways that the continuous deteriora-
tion in their financial position since 1966-67 has now brought them
to a stage when it is no longer possible for them to bear the losses
on suburban services. The Committee consider that it would be-
only equitable if the losses on this account are pegged to 1965-66
level—the last year in which the Railways earned a surplus and what-
ever losses are incurred over and above that level should be borne:
by the State Governments, local authorities etc. on an agreed bavi.s.
At the same time, the Committee realise that a proposal like this
bristles with difficulties in the present situation when the finances
of the State Governments and local authorities are none too happy.
The Committee therefore, recommend that the entire question of
subsidising the Railways so as to cover unavoidable losses on passen-
ger traffic, suburban as well as non-suburban, should be. remitted to
a high powered Committee comprising the representatives of the
Ministries of Railways, Transport and linance, the C. &. A G, -the
State Governments and local authorities concerned. This committee
may be entrusted with the task of working out a.prat:'ticable ﬁnanc.iat
arrangement to subsidise the Railways k-eping in view the practice
obtaining in Britain, France, West Germany etc. In this bghalf.

to-
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2.69. The Committee would once again emphasise that whatever -
subsidy or grant is ultimately decided upon, should only be given
to make good unavoidable losses after ensuring that the Railways
also improve their performance and efficiency and effect all possible
economies in their operation. The subsidy should in no case dilute
the financial discipline imposed on the Railways nor place a premium
on inefficient service and make the Railways complacent about
their responsibility as the sole rail carriers to provide more efficient
and economic service t8 the public at large. The Committee consider
that it would be but appropriate that both the detailed basis and the
quantum of such subsidy are brought before Parliament and Parlia- -
ment’s specific approval taken before any such payments are made.



CHAPTER HI T
LOSSES ON LOW RATED FREIGHT TRAFFIC
A. Bulk Commodities

3.1. The Financia] Commissioner for Railways in a memorandum
submitted to the Committee on Social Burdens on Indian Railways
had stated that a substantial portion of the social burden of the
Railways is accounted for by certain essential commodities—food-
grains, coal, ores and other minerals, important industiral raw
materials, fodder, oil cakes, sugarcane etc., which are accorded pre-
ferential treatment in the matter of movement. He had added that
in spite or rising rail transportation cost the rates applicable to those
commodities continued to be fixed at comparatively Iow level with
the intention of restricting the rise in prices of industrial products
.and the cost of living. Thus the loss occasioned by low rated goods
traffic increased from Rs. 52 crores in 1970-71 to Rs. 73 crores in
'1973-74. o

3.2. The following table gives the break-up of the loss incurred by
‘the Railways in carrying low rated traffic year-wise and commodity-
‘wise:

Bl

(Rs. in crores)

1970-71  1971-72  1972-73  1973-74 197475

——

Low rated
freight traffic . . §2°00 54' 00 55° 00 115° 40 45° 61
Food grains 175§ 2099 2619 4967 4 50
-Coal . . . . I1I'§55@ 11°3§ 11-87 3325
Fodder including Oil-cakes 578 598 507 §:40 431
Ores . . . . 3°91 535 4'24 13-29 0-62
Gypsum, Limestone, Dolo-
mite & Other stones . 2:50 2:53 1°26 118
Firewood and Charcoal 2:31 1°97 138 2:74 1:45
Sugarcane . . . 2:04 1°20 1-76 241 (oI5 {]
Frujts and vegetables 1-28 170 1'12 2'07 150
Misc . . . . § 11 :-95 211 539 313

(@The figures are approximate)
74
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Share of Bulk Commodities in Total Traffic:

33. According to the Indian Railways Year Book (1973-74) the
share of eight bulk commodities—coal, foodgrains, iron and steel,
ores, stones including limestone, cement, fertiliser and mineral oils—
in the tonnage of revenue earning traffic has increased progressively
from 58.2 per cent in 1950-51 to 80.6 per cent in 1973-74. It has been
further stated that as some of these commodities including the two
most important items, ¢oal and foodgrains, which account for about
half the total tonnage of the bulk commodities, are low-rated, the
earnings from these commodities have not increased proportionately;

in 1973-74 the eight commodities contributed 68.2 per cent of the
freight earnings.

34. Coal is now the single most important commedity in the
Railways’ freight business accounting for 29 per cent of the tonnage
lifted and 24 per cent of the tonne kilometres, followed by foodgrains
which contributed 9 per cent of the tonnage lifted and 15 per cent
tonne kilometres. The revenue per tonne kilometre realised from
carriage of coal (419 paise) and foodgrains (3.63 paise) is, however,
much less than the average for all commodities (5.89 paise).

35 It has also been stated that Railways cannot refuse to carry
the low rated bulk commodities even if high rated traffic is waiting to
move. Under Section 27-A of the Indian Railways Act, the Centra!
(:vernment may direct the Railways in public interest to transpnrt
~1 such goods as may be specified and such directions are generally
given in respect of low-rated commodities like coal, foodgrains,
mineral ore for exports, raw materials for iron and steel industries,
manure etc.

3.6. Committee enquired whether any analysis of the reasons
for faH'I;:‘xenon-bulk commodity traffic was made ‘and the steps taken
bv the Railways to attract non-bulk commodity traffic. The Com-
mittee also desired to know whether any estimate was made of th;
total freight traffic moved by various modes of transpor!: during :ac
vear of the Fourth Plan period. The Ministry of Ra:lyvays baxlr:
Stated that an analysis made of the reasons for fall in m;g- :
commodity traffic between the period from 1995—66 to 1972- as

revealed the following:

“The bulk commodities to which reference _has been mad:: are
public coal, iron and steel, ores h"u?luqu jron or‘e. s cme;
including limestone. cement, fertilisers. foc:deramsw x:;;]
mineral oils including crude oil. These are either escentia
commodities like foodgrains and coal or primary f:ommo-

- e——
1167 LS—6.
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dities which are vita] to the economic development of the
country. The Railways, being the country’s largest public
sector undertaking, have to give preference in the overail
national interest to the movemert of these commodities
notwithstanding the comparatively high-rated non-bulk
traffic waiting to be moved. As a consequence, the
proportion of bulk commodities is gradually tending to be-
come more pronounced and is expected to increase further
during the Fifth Plan period as the’ pace of industrial acti-
vity grows. The non-bulk commodities stood to suffer
more during adverse conditions of railway operations
created by civil disturbances, bandhs, agitations by railway
workers, breaches, cyclones, unfavourable law and
order situation, anti-social activities, language agitations,
labour unrest in industrial sectors, Indo-Pak war, drought
etc., which have plagued the Railways directly. and in-
directly in various degrees during these years. During
such adverse periods, the wagon availability had to be
diverted to more important tasks of transportation i.., to
lift essential commodities like foodgrains to scarcity areas,
cement, coal, POL, ores etc.”

3.7. The following steps have been taken to attract non-bulk com-
modities to rail;

(i) Containerisation of high rated commodities;

(i) Introduction of Freight Forwarder Schemes in goods and
parcels to attract small traffic otherwise moving by
road; '

(iii) Keeping a special watch on movement of selected high-
rated commodities;

(iv) Opening of more and more Oq{ Agencies, City _Bnn‘.éing
Offices, Street Collection and Delivery Servicg-s and Mohile
Booking Offices;

(v) Introduction of Super Express Goods trains on trunk
routes;

(vi) Introduction of Quick Transit Services;

(vii) Quoting special station-to-station rates where justified to
attract traffic
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3.8. Information regarding freight traffic moved by rord and sea
is not available in the Ministry of Railways and hence, their percen-
tage to the total traffic moved by all modes cannot be given. How-

ever, the quantum of revenue freight traffic moved by refl was as
under:—

Year Revenue Tonnes
, eiging
1969-70 . . . . . . 173°8
1970-71 167°9
1971-72 . 170°1
1972-73 . . . . . . . 175°3
1973-74 . e e 1620
(Provisional)

Commodities carried at ‘below cost:

3.9. It has been stated that the freight structure has been made
progressively more cost-oriented to bring it closer to the real cost
of railway operatipns. Even so, concessional freight rates have
been set for certsin essential commodities and mass-consumption
goods which affect the general cost of living such as foodgrains
and certain industrial inputs which have low unit value, as for
example, coal. The freight rates have been revised substantially
upwards in 1974-75 except in the case of commodities which have
a direct bearing on the cost of living of the common man. Ad hoc
studies of all the important commodities comprising more than 90
per cent of the total originating revenue earning traffic show that,
after these revisions, the freight charged on most of the commodi-
ties will pay for the cost of the transportation. Certain low-rated
commodities will, however, still not pay for the cogt of carriage
irrespective of the distance carried (because of tapering rate:s) ‘be-
yond certain distances on one or all the gauges. The principal
low-rated commodities the freight of which will not be adequate to
meet the cost of the carriage even after this revision are foodgrains,
fodder, fruits and vegetables, firewood, charcoal, gur, shakkar,
jaggery, salt and certain mineral ores other.than iron ore. It has
been roughly estimated that the loss on carriage of these conur‘;odsii
ties, principally foodgrains and fodder, would amount to Rs. 45.
crores in 1974-75.
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3.10. The Committee desired to know:

(a) The commodities that are carried below the cost of trans-

_port, their percentage to the total tonnage: lifted by the

Railways and to what extent in percentage terms, their
freight rate is below the cost of transport;

(b) the percentage of traffic which pays just the cost of trans-

portation and the main commodities which are so carried;
and '

(c) the percentage of traffic which pays more than the cost

of transportation and the important commodities so
carried.

3.11. The Ministry of Railways, in a written reply furnished to
the Committee have stated that the cost studies for ascertaining
profitability of movement do not cover the entire volume of traffic
carried by the Railways. The commodities on which cost studies
were undertaken for 1974-75 comprised about 90 per cent of the
estimated revenue earning originating traffic. This is broken up
below in the three groups referred to above.

(a) The Commodities that are carried below the cost of trans-
port are mostly low-rated commodities. Particulars of these com-
modities and the percentage of shortfall of earnings to the estima-
ted cost are as below:—

Sl.  Commodity Percentage
No. .
1. Foodgrains . C . . . . e . 393
2. Fodder i . . . . 30°9
3. Fruits & Vegetables . . 29°s
4. Firewood & Charcoal . . . . . . . . 230
s. Gur, Shakkar & jaggery . . . . . . 16°0
6. Salt . . . . . . . [
7. Qilsceds other than groundnut . . 97
8. Ores other than iron ore. . I . . . . 77
9. Sugarcane . . . . . . . . 53
10. Organic manures . . . . . . . . . . 53

Together they constitute about 16.2 per cent of the estimated ton-
nage during 1974-75. In addition, some commodities such as cotton
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raw unpr?saed, jute raw unpressed, bidi leaves and bamboos charge-
able at higher rates are also carried below cost mainly on account

of their poor loadability. These commodities form an estimated
0.5 per cent of the total during the same year.

(b) About 35.7 per cent of the traffic just paid the cost of trans-
portation during 1974-75, Some of the main commodities are:—

1

Coal

2. Limestone & dolomite

3.
4.

Oilseeds including groundnuts

Cotton manufactured

(c) The freight charged on the remaining 37.6 per cent of the

traffic was more than the cost of carriage during 1974-75.

the important commodities are given below:

o~ R S VI R M

- HHH:HP"-‘
Noodao s v

. Iron ore

. Cement

. Mineral oils

. Iron and steel

. Chemical manures

. Marble and stones

. Other wood

. Sugar

. Gypsum

. Sand

. Jute raw—half or full pressed
. Bricks and tiles

. Cotton raw full pressed and half pressed
. Jute manufactured

. Soda ash

. Electrical goods

. Tea

. Caustic Soda

. Rubber

. Molasses

Some of



80

Industrial Raw Materials and Finished Products carried at Low
Rates:

3.12. The Committee desired to know the low rated commodities
which could be termed as industrial raw materials and finished
products and whether the Ministry had considered the question of
adjustment of rates to meet at least the cost of operations. In a
written note furnished to the Committee, the Ministry of Railways
have stated that the following are the low-rated commodities which
may be termed as industrial raw-materials:—

Sl
No.

10.
1I.
12.
13.
14.
18.
16,

17.

Commaodities

lseincation

Coal : 375
Lime & Lime-stone . . 42's
Dolomite . . . 42's
Manganese Ore . 47" S
Iron Ore 425
Other Ores (i.e. Alunite, Barytes, Bauxite & Ilmenite) 42'5
Gypsum . . 425
Sand 4
Salt for Chemical Industries 450
Pig Iron . so-0
Sugar Cane 40°0
Bamboos . . . 6o0-0
Molasses Sugar Mill . s0°0
Oil Seeds . 52°§
China Clay . . . . 37°§
Timber 62'8
Petroleum Coke

47°5
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3.13. The following are the items which ‘may be termed as finish-
‘ed products and are low rated:—

S, Commodiy g
1. Tiles . . . . | . . . . 73.5
2. Bricks . . . . . . 42'§
3. Cement . . . . . . . . . 47'5
4. CausticSoda . . ., . e s2°5
s. Soda Ash . . . . . . . 52'8
6. Bitumen in containers. . . . . . 57°s
7. Coal Tar . . . . . . . . 57°S
8, Paper . . . . . . . . . . 60'0
9. Chemical Manures Div. ‘A’ . . . . . . 52°s
10, Chemical Manures Div. ‘B’ . . 45'0

11, Sugar . . . . . . . . . . . 60'0

3.14. Explaining the rationale for treating these commodities as
low-rated, the Ministry of Railways have stated that commodities
classified at Class 55 and below are treated as low rated. The
commodities referred to have been classified at a low level in view
of their low value or in view of their social importance either as
industrial raw-materials or as finished products that are vital
for the economy of the country.

In the list of low rated commodities which are termed as indus-
trial raw-materials, the railways incurred loss during 1974-75 on
manganese ore and other ores (Barytes, Bauxite etc.) sugarcane
and salt.

3.15. While presenting the Railway Budget for 1975-76, the Min-
ister for Railways in his speech made the following observation:—

“Ag the Hon'ble Members are aware, foodgrains and pulses
are carried at rates below the bare operating cost. Ap-
proximately half the quantity is carried on Government
account for public distribution and the balance is con-
signed by private parties. In the current ygar,.tl:ke Rail-
ways will suffer a loss of Rs. 345 crores in lifting 14.5
million tonnes of these commodities. In 1975-76 this loss
is expected to go up to Rs. 35.0 crores on the movement
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of 15.5 x.n‘mion of tonnes. It is proposed to bring the
commodities, generally described ag foodgrains, within
the framewor

k of standard tariff and place the bulk of
them., i.e. wheat, rice and jawar in the second lowest
classification of goods. The proposal will yield an addi-
tional revenue of Rs. 355 crores, which will just about
neutralise the loss. On ap average, incidence of this
proposal on prices will be as low as 2.5 paise per kg. I

am sure that the good rabi ecrop will easily absorb this
marginal expenditure.

Iron ore and manganese ore for domestic consumption pay a
different charge from consignments meant for export.
In terms of transport effort on the part of the Railways,
there is no valid reason for this differential tariff. I,
therefore, propose to treat them alike and place them
in the same common classification. This rationalisation
would fetch the Railways an earning of Rs. 3.5 crores.”

3.16. The Committee enquired what would be the estimated loss
on carriage of the remaining low rated commodities during 1975-76,
having regard to the freight increase proposed on foodgrains and
pulses estimated to yield a revenue of Rs. 35 crores during that year.
In a written reply the Ministry of Railways have stated that com-
parable figures of estimated losses on carriage of low rated commo-
dities would be available only in about February 1976.

3.17. To a question whether by undertaking further rationalisa-
tion of freight structure the losses incurred on the carriage of low
rated commodities could be completely offset, the Ministry of Rail-
ways, in a written reply, have stated that they had taken action to
adjust the freight rates on some of these commodities. Freight
rates for foodgrains have been revised with effect from lst April
1975 to adjust and cover the loss estimated to be incurred in its
transport. As regards fodder, salt, charcoal, fruits, vegetables
and oil seeds, their rates have been increased with effect from 15th
September, 1974. Any further increase was not possible now.

3.18. It was further stated that a number of items like coal, iron
ore, lime stone, dolomite, bamboos ar.d molasses, which were being
carried at a loss previously were now expected to pay for their cost
of transport on account of the adjustments in the freight rates.
The remaining items like fodder, salt, sugar-cane, charcoal, fruits
and vegetables, gur, jaggery, etc. constituted about only q.a per cent
in tonnage of the total originating traffic.
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- 3.19. In.reply to a further question the Ministry have informed
the' Committee that with the substantial increase in freight rates
which has taken place in 1974-75 and the rationalisation of freight
rates for foodgrains and export ores in 1875-76, it can reasonably be
?xpected that if the traffic picks up and this is accompanied by more
intensive use of the railway assets and provided prices are held
u?lder control, freight services would become economically more
viable. However, it mly not always be possible to ensure that each
individual commodity pays for its cost of transportation.

3.20. While pointing out that there has been a sharp increase in
fares and freights since 1973-74 and that during the years 1973-74
and 1974-75 certain concessions were withdrawn, the Committee
enquired how far this withdrawal of concessions had contributed to
the decrease in the incidence of social burdens. The Financial

Commissioner for Railways stated in the course of evidence as
follows:

“Pake the figure immediately before 1973-74. During that
period the social burden was of the order of Rs. 118.56
crores of which goods was Rs. 55 crores and coaching
traffic was Rs. 63 crores and freight concession was of the
order of Rs. 1.56 crores. In 1974-75 we have taken steps
to take away social burden which falls on the Railway
in respect of commodities and freight concession on
exports. We have also tried to reduce the mounting
effect of losses on passenger trafic. While we have suc-
ceded in the case of commodities, in the case of passenger
traffic, we possibly could not. That would have required
an increase which would have been intolerable at that
stage. In 1973-74 pefore we increased sharply the fare
and freight rate, the loss on goods had been of the order
of Rs. 115 crores and it was going up and it was to go up
still further because of the effect of Pay Commission’s
recommendations. We have neutralised the effect of that
extra expenditure which was there because of escalation
in emoluments and also wiped out the other operating
losses.”

The Financial Commissioner further stated during evidence:

«About raising the freight rates of foodgrains, coal etc.,lI can
only assure you that we did our very pbest. I would not
like to dilate on the effort that we hac} to put in to getf
these concessions removed. In the original budget ©
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1974-75 we took away the concession rates of coal. In the
last Budget of 1975 we have taken away the concession
of foodgrains.”

3.22. When asked specifically to state how much the Railways
were losing in the transportation of coal, the Financial Commis-
sioner stated that after removal of concession on coal, the Railways
were not losing now. He stated that it might be that in certain
areas and at certain distances there might be a little loss but it was
made good elsewhere. On the whole, the Railways were not losing.

3.23. The Committee enquired whether the Ministry of Railways
had examined the question of constituting a standing expert body
to determine the appropriate freight rates for different commodi-
ties. The Financial Commissioner stated during evidence as follows:

“Your question is whether we are thinking of a standing
expert body to determine the appropriate freight struc-
ture. Here I want to mention that the Public Accounts
Committee has also made a recommendation in this
regard. They have recommended that there might be a
high level Committee to go into the entire structure of
freight charges on the Railways. This was last done in
1958. They feel that if there is an attempt again to re-
view that, this will be dealt with by wus. Government
will certainly apply their mind at that time to them and
whatever be the decision on it that we may communi-
cate to the P.A.C. on their recommendation, will also be
communicated to the Railway Convention Committee, if
you like”

3.24. The Financial Commissioner further stated that the Public
Accounts Committee’s recommendation had come to them only a
few days ago and that they would apply their mind to this problem.
When asked to state when the report of the Committee would be
available, the Financial Commissioner stated that that Committee
might take some time if they were going to review the entire
structure of the freight rates on the Railways. The Financial Com-
missioner further stated that “anytbing from six months to a year
will be taken. We shall have to have the personnel and we shall
have to give the terms of reference. We shall certainly like to do
it as quickly as possible. “ In the meantime, we would like thfs Com-
mittee to note that altogether we are not losing in the freight traffic
in 1975-76 because we have felt that there is no social burden on the
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freight traffic. Here the question is about the rationalisation of

freight structure. So far as the burden is concerned, we have taken
care of it.”

B. Concessional Freight Rates

3.26. The Committee were informed that the concessional freight
rates were grouped under the following heads:

(i) Concessional rates for export traffic;

(i) Concessional rates grouped under orders of the Railway
Rates Tribunal; and

(iii) Lower rates for transport of gift consignments and fodder
to drought-affected areas on an ad hoc basis.

(a) Export traffic:

It has been stated that freight rebates accorded to export com-
modities, in essence, fell in the same category as freight concessions
extended to low rated essential commodities. Low freight rates in
this case were necessitated by the policy objective of maximising
foreign exchange earnings. Some 25 per cent to 40 per cent of
normal freight charge was being rebated in the case of certain
traditional and non-traditional export products. Although export
rebates on other commodities were withdrawn in November, 1974,
freight concessions continued to be accorded to iron ore and man-
ganese ore exports. These concessions would cost the railways an
estimated Rs. 4.20 crores during 1974-75.

3.27. The Committee desired to know (i) the reasons for with-
drawal of freight concessions on exports, and (ii) the reasons for
continuing, even after November 1874 the concessions on manganese
and iron ores and (iii) the impact of 1975-76 budget proposals, on
concessional export traffic.

3.28. The Ministry of Railways have stated that the concessions
granted for export traffic were reviewed in 1974 and it was proposed
to withdraw all export concessions for the following reasons:—

(i) The export concession was introduced at a time when
the Railways were in a happy financial position. Now
the position has changed. It was, therefore, considered
imperative to take all possible measures to augment rail-
way earnings.



(ii) The commodities had enjoyed freight concession for

more than a decade and exports of these commodities
should have stabilised during this period.

(iii) International prices of commodities have substantially
gone up during the recent months.

(iv) The concessional rates charged on 'some trafic did not
even cover the cost of traneportation.

(v) The Ministry of Commerce gives different kinds -of sub-
sidies and assistance to the exporters such as cash assist-
ance, draw back of customs and excise duties etc. It was
felt that instead of different agencies giving different
kinds of assistance, the Ministry of Commerce which is
directly concerned with export could give on behalf of
the Government whatever assistance that is required to
boost exports.

3.29. The matter was considered and it was decided that the
export concessions may be withdrawn in two stages. Accordingly,
export concessions on all export traffic excepting iron ore and
manganese ore, were withdrawn with effect from 1-11-1874. Sub-
sequently it was decided that the concessions allowed on export
iron ore and manganese ore should be withdrawn with effect from
1-4-1975 as part of Budget proposals.

3.30. Since no concession will be allowed on any item of export
traffic during 1975-76, there will be no loss on account of conces-
sional freight to the Railways.

(b) Concessional rates quoted under orders of the Railway Rates
Tribunal:

3.31. The Ministry of Railways have stated that the concessiopgl
rate for salt booked from Atirampattinam to Mettur ‘Dan.l was origi-
nally introduced from 1-12-1954 on the orders of th? Rfu]way Rates
Tribunal on a complaint filed by the firm. An apphcatfon was filed
by the Southern Railway under section 41-A of the Indian Railways
Act, for cancellation of this special rate, ';‘he Tribunsl, however,
Aid not agree to the cancellation of this speclal. rate but only.agreed
to an enhancement in the special rate. Accordingly, the. special rfate
was revised upwards with effect from 1-4-1972, the spem‘al rate being
10 per cent less than the tariff rate. When a general increase was
made in the freight rates with effect from 1-4-1974, the sPecxal rate
for salt also came in for enhancement.



87

, 4.32. There are concessional rates for jute trafic booked from
cerfain stations on the South Eastern Railway to Guntur and
Elluru introduced from 10-9-54 and 24-2-56 respectively on the
orders of the Railway Rates Tribunal on complaints filed by the
industries concerned. On applications filed by South Eastern and
South Central Railways, the Tribunal ordered a progressive reduc-
tion in the quantum of concession and the total withdrawal of the
concessional rates with effect from 1st April, 1975.

3.33. There are also special rates for jute traffic booked from
certain stations on the North Eastern and Northeast Frontier Rail-
ways to Kanpur introduced from 1-7-55 under the orders of the
Railway Rates Tribunal on a complaint filed by M|s. J. K. Jute Mills
Ltd., Kanpur. On a representation filed by M|s. Mahabir Jute Mills
Ltd., Sehjanwa, special rates on similar basis were quoted by the
North Eastern and Northeast Frontier Railways from certain
stations on their Railways to Sehjanwa to avoid a charge of undue
preference and discrimination. These special rates, which were
based on certain percentage reduction in the tariff rates, are revised
from time to time whenever the normal tariff rates are varied and
the special rates were last revised with effect from 1-4-1974. The
question of filing an application before the Railway Rates Tribunal
under section 41-A of the Indian Railways Act, for revoking their
earlier orders to quote special rates, is actively under consideration
of the concerned Railways.

Other station to station rates:

3.34. There are also a number of station to station rates (which
are less than normal tariff rates) for specified commodities between
specific pairs of stations. These rates are quoted in competition
with road transport with a view to retain/attract traffic to rail. As
these rates are intended to earn additional revenue, these cannot
be termed as concessional rates.

(c) Concessions for transport of gift consignments and fodder to
drought-affected areas:

3.35. At the instance of the State Govts. concessional rates are
cudted from time to time for the transport of fodder to scarcity-
affected areas. During the current financial year, concessional rates
have been quoted equal to class 475, as against the normal tariff
classification of class 52.5, for transport of fodder to scarcity affected
areas in Gujarat State. Grant of similar concession for transport
of fodder to scarcity-affected areas of Bihar is under consideration
of the Hoard, at the request of the State Government.



3.36. The Railway Board also occasionally permit free transport
by rail of relief goods like foodgrains, clothing, medicines, etc.,
when requests for such help are received from the State Govern-
ments concerned. This concession is given only for relief goods
donated by the public (not for goods belonging to or financed by

Government or Government agencies) for free distribution among
the affected population.

C. Methodology to determine unit cost of* transportation of
commodities

3.37. The Committee enquired from the Ministry of Railways
whether they have evolved any scientific method to determine the
unit cost of transportation of various commodities and whether they
have made any study of the low rated commodities which could
bear a higher element of freight without unduly disturbing the
price and traffic offering. In their written reply, the Ministry of
Railways have stated that the railways have developed costing
techniques to work out the unit cost of transportation of freight
traffic. The techniques developed so far are considered broadly
sufficient for managerial purposes. Traffic costing technique can-
not, however, be a scientific or precision instrument. Costing of
rail transport is not comparable to the costing of commodities or
other services elsewhere because of the complexities inherent in the
operations of Railways and the fact that several items c¢f expendi-
ture are common to both coaching and goods services. While all
efforts are being made to do traffic costing as accurately as possible,
it has to be realised that there is no single rigid or master formula
for costing. The methodology has to be continuously modified and
up-dated to reflect changes arising out of operating practices, tech-
nological innovations and accounting refinements.

3.38. It might be added that realising the need for adjusting the
freight rates so that they approximate, as far as possible, to costs,
advantage has been taken of such data and information on costs as
became available from time to time. Changes in the freight and
classifications of commodities were being made from time to time,
right from 1964 onwards. The main objective of such adjustments
was to ensure that low rated commodities are made to yield more,
and further long distance bulk traffic earned substantially more.
Thus, from 1-4-1965 the classiﬁca’.logis of commodities such as ores,
bricks, ballast, stones, gypsum, mollasses. lime and lime stone, sand,
etc. which were charged at a low level (32.5A) were raised to class
level at 35A. Again from 1-4-1970 the lowest class level was raisefi
from 22.5 to 25. With effect from the same date, the rates for chemi-



cal manures, cement, charcoal, firewood, timber, sugar cane; etc.
were revised upwards by one or two classes. Not only the rates for
low rated commodities were enhanced so as to make them contri-
bute substantially to the revenues of the Railways but the rates for
high-rated non-bulk commodities vulnerable to competition were
also reduced significantly from time to time.

3.39. The rationalised freight structure which came into force
from 1-4-1970 was also evolved against the background of bringing
generally the rates somewhat more in alignment with costs. Having
evolved in 1970 a base scale (for deriving therefrom the various
classes) with the degree of taper so adjusted in the telescope of the
rate ‘basis so as to bring in somewhat high percentage of enhance-
ment in the rates for longer hauls, it became easy during the sub-
sequent years, i.e. 1971 to 1973 to bring about further adjustments
in the classifications of low-rated commodities with a view to reduc-
ing the widening gap between income and expenditure. Accord-
ingly, freight rates in respect of low rated commodities (with some
exceptions) were increased during the three years from 1871-72 to
1973-74 as part of Budgetary Revenue actions. This has been done
by raising the lower rate levels gradually, with the result that the
lowest class level of 25 in 1970 has been adjusted gradually over a
period of three years to class level at 32.5 on and from 1-4-1873.
There is, however, no change in the freight rates of foodgrains and
pulses which even today continue to remain at the pre-1870 level.

3.40 Advantage was also taken of the results of cost studies te
bring railway charges somewhat more and more closely related to
costs during the revision in the basis of the freight structure that
came into effect on and from 1-4-1974. Further correction of the
taper in the telescopic basis has been effected on and from 15-9-1974
with the levy of supplementary charge at a hicher level for hauls
beyond distances of 500 kms. Further, on a selective basis classifi-
cations of commodities like raw materials for the manufacture of
paper and paper products, for caustic soda and for molasses have
also been revised recently. It will thus be seen that significant ad-
justments have been taking place in the freight rates for low rated
'éonmodities 0 as to be in tune, as far as possible, with the relevant
costs of haulage. Further adiustments to bring about greater cor-
respondence between rates and costs will also be mad.e in future. It
might, however, be clearly borne in mind that despite the changes
and adjustments indicated already, or those which might be pro-
posed in future, there are certain limits to the Railways' abilitv to
adjust rates solely on the bass of costs fully and in all cases. These
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limits stem from the wide variations in the costs on Railways re-
sulting in differing conditions of operation over different parts of
the system and also the need to ensure that the increases effected
do not affect the growth of demand for rail transport or unduly

affect the price structure of certain essential commodities like food-
grains.

(d) Compensation for losses on low-rated traffic

3.41. The Committee desired to know the specific suggestions of
the Railways for compensating the losses incurred by them on carry-
ing low-rated traffic with reference to the position obtaining in other
countries. The Ministry of Railways have stated that as far as is
known, railways in a number of other countries are ¢nmpensated
for uneconomic freight rates, resulting from uneconomic pricing
policies, either specifically or as a part of the overall financial relief
measures granted to them by the Government. In West Germany,
railways are treated as a commercial undertaking for the purpose of
management and accountability, but Government compensates the
railways for all the losing services which a normal commercial
undertaking would have discontinued. Also, under Article 28(a) of
the German Federal Railways’ Act the Government 15 required to
pay compensation if increases in freight rates suggested by the rail-
ways are over-ruled. In the UXK. apart from providing grants for
unremunerative passenger services and capilal outlay on passenger
transport facilities, the Government separately compensates the
British Railways for losses resulting from moderation in raising
freight rates and fares. In France, SNCF (the national railway
system) is compensated for uneconomic freight rates by the Govern-
ment. In Canada, blanket subsidies are paid as compensation for
tariff freezes and relief to uneconomic passenger services. These
blanket subsidies (to Canadian National, and Canadian Pacific Rail-
ways) are scheduled to be replaced this year by specific subventions
on a line-by-line basis. In Japan, the Railways have been seeking
full compensation for a number of social losses, including those re-
sulting from concessional fares and freight rates. The Government,
however, does not directly subsidise the social losses incurred by
the Japanese National Railways; instead it extends assistance in the
form of rehabilitation subsidies and grants, deferred payment of
interest on Government debt, tax relief and subsidizativn of intert'est
rates on loans to finance fixred investment. The ten-year financial
rehabilitation plan for the Japanese National Railways, covering 1':he
period of 1973—82. envisages that such financial measures along with
increase in freight rates and fares, improvement in gi’ﬁciency and
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technological progress will eventually enable the Railways to achieve
financial equilibrium.

3.42. General financial assistance is extended to Railways in some
countries in other forms as well. In the UK. for example, sizeable
portions of outstanding debt are written off from time to time with
a view to reducing interest charges, while in West Germany pay-
ments are made by the Government to cover any deficit that may
occur even after compensation for social losses. '

3.43. In keeping with the practice abroad, the Committee may
like to consider compensating the railways for such losses resulting
from unegonomic freight rates, either specifically or as a part of some
overall financial relief measures,

344. The Committee note that a substantial portion of the social
burden of the Railways was till recently on account of certain essen-
tial commodities like foodgrains, coal, ores and other minerals,
important industrial raw materials, fodder, oil cakes, sugar cane etc.
which were accorded preferential treatment in the matter of move-
ment and were charged considerably at lower rate. The losses occa-
sioned by the low-rated commodities increased from Rs. 52 crores in
1970-71 to Rs. 73 crores in 1973-74. With the substantial upward re-
vision in freight rates in 1974-75, these losses were estimated to
come down to Rs, 45 crores. A further increase in the freight rates
of food graing w.ef. 1st April, 1975 is expected to neutralise the loss
of about Rs. 35 crores anticipated on this account in 1975-76. Similar
increases in the freight charges of iron ore and manganese ore meang
for export, coal, limestone, dolomite, bamboos and molasses are ex-
pected to offset the losses on the carriage of these commodities. The
Committee ohserve that at present only a few items like fodder, salt,
sugarcane, charcoal, fruit and vegetables gur, jagree etc. which
constitute only about 6.8 per cent of the total originating tonnage,
continue to be carried at freight rates below cost. The Ministry of
Railways consider that with the substantial increases and rationali-
sation of freight rates in 1975-76, “it can be reasonably expected that
if the traffic picks up and this is accompanied by more intensive use
of the Railway assets and provided prices are held under control,
freight services would become economically more viable. However,
it may not always be possible to ensure that each individual com-
modity pays for its cost of transportation.

3.45. The Committee also note that the Railways are required in
certain cases to quote concessional rates under orders of the Rajl-
way-Rates Tribunal and that the question of filing an application

1167 LS—T.
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before the Tribunal under Section 41 A of the Indian Railways Act
for revoking their earlier orders to quote special rates, is actively
under consideration of the concerned Railways. The Railways,
however, continue to quote in respect of certain specified commodi-
dies special station-to-station rates which are stated to be in the
interest of the Railways. The Committee stress that these rates
should be systematically revieved to make sure that they realiy sub-
serve the commercial interest of the Railways and do not involve
them in any loss.

3.46. The Committee further note that the Railways are develop-
ing costing techniques to determine the unit cost of transportation of
freight traffic and that they are making efforts to do traffic costing as
accurately as possible. The Commiittee fleel that the costing techni-
ques need to be further refined so that the cost of carriage of various
commodities i< determined on a scientific basis and the freight
structure is rationalised accordingly. The Committee would, there-
fore, like this study to be completed at the earliest.

3.47. The Committee would also stress that the Railways should
take concerted measures to bring down the unit cost of transport of
goods so as to earn not only a reasonable return on the investments
but also to generate adequate surpluses to finance their investment
plans and cover in part the losses on coaching services.

348 The Committee have already pointed out in their Eighth
Report as well as in Chapter-1 of this Report that the goods traffic
has not increased over the last ten years in spite of heavy invest-
ments. There is, therefore, paramount need for attracting mere
traffic to the Railways and this can be done only by improving the
quality of service and inspiring confidence in the public about the
safe and quick movement of goods entrusted to the care of the
Railways. The Committee are surprised that the Railways do not
have any precise idea of the total volume of goods traffic generated
in the country and the percentage of traffic of different types which
they are able to attract. This is indicative of the fact that the Rail-
ways have not paid close and detailed attention to the study of the
pattern and requirements of goods traffic as a whole so as to take
concrete measures to attract traffic, particularly high-rated traffic.
Considering the extent of investments made and the under-utilised
resources, the Committee feel that the measures taken for attracting
traffic such as use of containers, introduction of quick transit servi-
ces, freight forwarder scheme etc. are hardly sufficient. The Com-
mittee are convinced that if the Railways make a systematic  and
all-out effort to improve the quality and reliability of good? servi-

-
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ces, they can attract a larger percentage of even high-rated traffic se
as to augment their earnings.

3.49. The Committee would like the Ministry of Railways to con-
centrate their attention on improving the quality of service. The Com-
mittee would in this connection point out that under the ten year
financial rehabilitation plan (1973—82), the Japanese National Rai-
ways would be able té achieve financial equilibrium by improvement
in efficiency and techmological progress afong with such financial
measures as increases in freight rates and fares. As the Indian Rafl-
ways have already reached thc bredk-even point in respect of practi-
cally all commodities by increasing the freights, it is essential that
this situation is not only stabilised but improved upon, by tonning up
the efficiency of operation and effecting all possible economies.

3.50. The Committee have ho doubt that the Railways realise
that there are limits upto which the freight rates on various com-
modities can be raised so as to align them to the cost of inputs, for
an excessive increase can result in diverting the traffic to other
modes of transport. The Railways have, therefore, to take a pragma-
tic and realistic view bascd or costing economics and the lonz term
interests of the Railways and the country.

351. In case concessional tariffs become necessary in respect of
any commodity for export industry etc., the Committee feel that
it is for the authorities concerned to make good the difference.

3.52. The Committee observe that under the German Federal
Railways Act the Government is required to pay compensation if
increases in freight rates suggested by the Railways are overruled.
In UK. also, the British Railways are compensated for losses result-
ing from moderation in raising freight rates and fares. Compensation
is alse allewed to the French and Canedian Railways for uneconomic
freight rates/tanﬂ freezes. The Committee see no objection to reliefs
being given to Indian Railways in similar situations.



CHAPTER-1IV B
UNECONOMIC BRANCH LINES

4.1. The Financial Commissioner for Railways, in his Memoran-
dum to the Committee, has stated that “the rationale for maintain-
ing uneconomic branch lines is somewhat similar to the justification
for investment in new lines which are not expected to be financially
remunerative, There is a case for the operation of uneconomic
branch line services if the net loss of incomes and the inconvenience
to users that may be caused by their termination clearly outweigh
the financial burden they impose on the Railways. The justification
for maintaining uneconomic branch lines is thus considerably weak-
end if the regions served by them are already well-endowed with
comparable alternative means of transport, Nevertheless, there is
invariably a strong sentiment against closure of existing lines, and
that all over the world. The Uneconomic Branch Lines Committee,
appointed in 1969 to review procedures and policies concerning
unremunerative branch lines, found that the State Governments,
too, were strongly opposed to their closure. The Committee recorded
the following arguments put forward by the State Governments in
support of the stand taken by them:

(1) Withdrawal of a facility already provided leads to public
agitation.

(2) Railway communications add to the economic prosperity
of an area.

(3) In some cases, there are prospects of future development
in the areas served by the lines and making them viable.

(4) The reasong for paucity of traffic by Railways are, in
several cases, the shortcomings of the service offered by
the Railways—for example, slow trains, corruption, supply
of wagons not being prompt, delays at transhipment
points, thefts and pilferages, claims not being settled
promptly, ete,

(5) Even in cases where road can take on the traffic moving
by rail, there will be some residual traffic, e.g. coal and
other low rated commodities which cannot be satisfactorily
handled by road except at very high cost.

These reasons imply, in effect that social benefits are large
enough to compensate the overall economy for the losses in operating

94
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uncconomic branch line services. The essential questicn for conside-
vaticn in this matter is the extent to which the Railways are com-
pensated for these losses. It may mentioned in the context that
the Administrative Reforms Commission had suggested that the Rail-
ways should be fully indemnified for such losses.”

Definition of Branch Line:

" 42. According to the Ministry of Railways, for the purpose of
examination of financial viability, only the following are treated as

branch lines in accordance with the recommendation of the Uneco-
nomic Branch Lines Committee:

(i) A line of any gauge joined to the main system at one end
only; and

(ii) All Narrow Gauge Lines,

Main Lines and Branch Lines:

4.3. The number of main lines and branch lines on the Indian
Raflways is as follows:—

Railways Main Lines lls.ri‘n':hn
de

sbove)
Central . . . . . . . . . . 13 18
Eastern - . . . . . . . . . . 20 18
Northern. . . . . . . . 13 27
North Eastern . . . . . . . . 15 20
Northeast Frontier . . . . . . . . 3 20
Southern. . . . . . . . . . 38 16
South Central . . . . . . . . . 1z 16
South Eastern . . . . . . . . . 6 23
Western . . . . . . . o . . 14 44

When a line is deemed uneconomic:

44. In a written reply furnished by the Ministry of Railways, it
has been stated that annual financial results are prepared of the
working of each Branch Line. These take into account (a) the total
earnings of the branch line proper and the additional earnings to the
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main line which are considered attributable to the existence of the
branch line, and (b) the total cost of operation of the kranch line
and in addition, the cost of operation on the main lin~ for the traffic
for which credit is given to the branch line. If the net earnings
thus arrived at do not fully meet the dividend liability on the
investment i.e. 5.5 per cent on capital invested upto 31-3-1964 and
6 per cent on post—31-3-1964 capital, the branch line is considered
uneconomic,

Uneconomic Branch Lines—their number and losses:

4.5. The Ministry of Railways have stated that according to the
latest assessment, there are 127 uneconomic branch lines. The num-
ber has gone up due to the acceptance of the revised de€nition of a
branch line given by the Uneconomic Branch Lines Committec. The
figures of remunerative branch lines are not separately compiled by
the Railways and the financial results for those branch )ires which
have been recently added as a result of the new definition are also
not available for the earlier years with the Railways.

48. The losses on the uneconomic branch lines year-wise, exclud-
ing dividend, from 1969-70 onwards, arejgiven below:—

-—

Year Losses exclud-
ing dividend

(Rs. in

crores)

1969-70 . . . 713
970-71 . . 951
1971-72 . . . . . . 9:88
1972-73 . . . . 11°§8
1973-74 (Est.) . . . . . . . . . 10° 98
1974-75 (Bst.) . . . . . . . . . . 14°29

4.7. While pointing out that as many as 127 branch lincs out of
202 branch lines came within the scope of the definition nf Unecono-
mic Branch Lines, the Committee enquired the reasons for such a
large number of branch lines being uneconomic. The Ministry of
Railways, in a note furnished to the Committee, have stated that the
reasons for the large number of branch lines being uneconomic have
been gone into in detail by the Committee on Uneconomic Branch
Lines, 1969, and have been mentioned by them in their Report. At
the time when the Committee went into the matter the number of
uneconomic branch lines was only 77. On the basis of their recom-
mendation of the definition of a branch line the number of unecono-
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mic branch line has now gone up to 127. Onl ' i

! \ . - Only those !ines which
are having a high density of paying traffic can be vitble. As will
be seen from the report of the Committee most of the uneconomic
branch lines have got a very low density of traffic.

4.8. When asked to specify the year from which each of the
present uneconomic branch lines became uneconomir, the Ministry
of Railways, in a written reply furnished to the Committee, have
stated that it is not possible to indicate the year as a regular study
of all branch lines wa$ taken up only from 1971-72. The Committee
were also informed that the general reasons fo® the lines becoming
uneconomic were their limited traffic potential and stiff road compe-
tition. Another reason was the rising cost of repairs and maintenance
and of operation.

Mode of Determination of Financial Results of Branch Lines:

4.9. The Committee desired to know how the finanrial results: of
each line are determined and whether the present system of com-
puting the income/expenditure is scientific enough te reflect the
actual results of the branch lines. The Ministry of Railways have
stated that the financia] results of Branch Lines ar: worked out
broadly on the following basis: *

Earnings:

4.10. All earnings from local traffic, i.e. traffic originating and ter-
minating on the branch line are credited to the branch line. The
earnings from the traffic interchanged between the branch line and
any other lines are normally apportioned between them on the basis
of their respective kilometrage. However earnings from the traffic
interchanged, which is considered solely attributable to the existence
of the branch line, is credited fully to the branch line.

4.11. In regard to the division of goods earnings Railways have
been advised that in the case of interchanged traffic credit for the
terminal and transhipment portions should be given to the line pro-
viding these services and only the residual freight earnings should be
apportioned on distance basis between the branch line and the main

line.
Working Expenses:

4.12. Certain items of expenditure which can be ad initio identified
with the branch line, e.g. station staff, Engineering staff etc., are taken
as the direct expenditure allocable to the branch line. Other expen-
diture being estimated proratu, in proportion to the different appro-
priate units for expenditure under different Abstracts.
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4.13. Instructions issued as a result of the recommendations made
by the Uneconomic Branch Lines Committee, 1969 envisage that,
while arriving at the expenses of the branch line by pro-rata calcula-
tions, expenditure not relevant to the branch lines should be excluded
and expenditure incurred solely on account of a branch line is wholly
debited to its account.

4.14. The financial review for the branch lipes takes into account
(a) the total earnings of the branch lire proper and the additional
earnings to the main“line which are considered t> be due to the exis-
tance of the branch line, and (b) the lotal cost of operation of the
branch line and in addition the cost of operation of the main line for
the traffic for which full credit is given to the bhranch line.

4.15. If the net earnings thus arrived at do not meet the prescribed
dividend liability payable on the investment, the branch line is con-
sidered as uneconomic.

4.16. In the circumstances explained above both earnings and
expenses were necessarily to be apportioned between branch line and
main line on the basis of formula evolved for the purpose. Such
formula for apportionment as also the methodology for computation
of the financial results of branch lines are refined, modified and up-
dated from time to time to reflect changes arising out of operating
practices, and accounting refinements. Although the methodology
and formula made use of are not precision instruments, they are
considered adequate for broadly assessing the financial results of
branch lines.

Steps taken to improve the \v;'orking of the Uneconomic Branch Lines

4.17. The Uneconomic Branch Lines Enquiry Committee (1969)
made a number of recommendations for improving the working of
the uneconomic Branch Lines. Some of them related specifically to
certain branch lines while others were of general applicability to all
the uneconomic branch lines. The Committee desired the Ministry
of Railways to furnish a detailed note on the recommendations made
by the Uneconomic Branch Lines Committee, which were of general
applicability to all the uneconomic krench lines together with the
action taken by Government on their recommendations.

4.18. The réc_ommendations in question and the action taken by
Government on them are given in Appendix IIIL



(1) The question of converting certai
n narrow gauge lines in-
to broader gauge is being considered, gauge lines in

(i) Strex:fgthening of the track of certain narrow gauge lines
is being considered, with a view to increasing the speed
and the load «of trains,

(iii) ?;liling stock is being replaced on a phased programme

(iv) ‘One engine only’ system of working has been introduced
on certain sections.

(v) On certain narrow gauge lines block statiors have been
down-graded and a few others have been closed down for
goods traffic.

(vi) Over certain narrow gauge lines train services have been
curtailed.

(vii) Concesional rates have been guoted with a view to captu-
ring additional traffic.

(viii) Close liaison is maintained with industries located in the
areas served by the Uneconomic Branch Lines with a view
to induce them to use rail facilities tu the maximum extent.

(ix) Intensive checks are conduzted to combat ticketless travel.
(x) Split-shift duties have been introduced at certain stations.

(xi) Conversion of passenger trains into mixed trains has been
resorted to on certain sections.

(xii) Feasibility of introducing dieselisation on certain sections
is under examination.

4.20. The Committee enquired whether as a result of implemen-
tation of the recommendations of the Uneconomic Branch Lines Com-
mittee there had been any significant improvement in the position.
Tie Ministry of Railways have stated that the Uneconomic Branch
Lines Committee themselves appreciated, in their report, that the
implementation of the recommendations would require considerable
finance and suggested that the execution of such of the projects as
may be found financially justified may be undertaken in a phased
manner. Most of the recommendations were directed towards improv-
in the physical assets of these lines with a view to providing better
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and more speedy service. It has not been possible to fully implement
specific recommendations pertaining tc individual lines, in view of the
heavy investments involved, limited financial resources and grave
doubts about their becoming viable evcn after their eonversion/ex-
tension, dieselisation, renovation etc. There has been no improve-
ment in the financial results of the unecoromic hrannk. lines. On
the other hand the losses went un from: Ps. v.88 crores in 1971-72 to
Rs. 11.58 crores in 1972-73.

‘

4.21. The Ministry of Railways have further statod that the une-
conomic branch lines, particularly on the narrow gauge do not hold
out hopes of paying their way in view of low density of traffic, low
speeds, disadvantages in the break-of-gauge transhipment, short
leads of haulage, availability of parallei roads leading to severe com-
petition from road, very large sums required to replacc the old rolling
stock and renew the track and increasing prices and wages. The State
Governments are averse to the closure of even those lines which do
not serve any useful purpose. The ruilwuys have, however, been
endeavouring to keep the expenditure to the minimqum and improve
the working within the frame work «f available resources and
finance.

4.22. The Committee desired to kncw whether therc were pro-
posals for conversien/closure of such lines by a stipulated date. The
Ministry of Bailways, in their written reply furnished to the Com-
mittee haye stated that based on the recommmendations in respect of
28 branch lines made by the Uneconomic Branch Lines Committee of
1969, Traffic Surveys for conversicn and/or extension for the follow-
ing 13 lines were ordered:—

(1)_Krishnanagar City-Shantipur (Conversion to B.G.)
(2) Restoration of Gohana-Panipat line,

(3) Extension of Barhan-Etah linc upto Kasganj.

(4) Kuruduwadi-Pandharpur (Conversior to B.G.)
(5) Raipur-Dhamtari (Conversion to B.G.)

(6) Rupsa—Talband (Conversion to B.G.)

(7) Purulia-Kotshila (Conversion to B.G.)

(8) Chhota Udaipur-Partapnager (Conversion to B.G.)
(9) Chhuchhapura-Tankhala (Conversion to B.G.)
(10) Extension of Rangapara North-Tezpur line to Bhumraguri.
(11) Extension of Sagar-Talaguppa line to Honavar.



101
(12) Extension of Chickjajur-Chitradrug line upto Rayadrug.

(13) Conversion of Northern Section of Satpura Railway from
Narrow Gauge to Broad Gauge.

4.23. Out of these 13 items only 6 items (1 to 4, 11 and 12) have
been finalised by the Railway Board. Except item (2), all these pro-
jects have been shelved as they were unremunerative. Item (2) was
also unremunerative, bat this being a restoration work has been taken
up and the work is in progress. As regards other items (5 to 10 and
13), Survey Reports are under examination.

4.24. From the surveys carried out so far it appears that further
investment on gauge conversion or extension of Uneconomi¢ Branch
Lines may not help in making them remunerative. In keeping with
the policy announced by the Railway Minister in 1969 in the Parlia-
merlf that no line will be dismantled, there are at present no pro-
posals for closure of any Uneconomic Branch Line.

4.25. The Committee desired to know whether there were some,
lines which served no economic purpose and held out no prospects
of ever becoming commercially viable and if so, what was the number
of such Hines and whether their closure would not be justified. The
Ministry of Railways, in their written reply, have stated that the
Uneconomic Branch Lines Committee, 1969, reviewed the working
of 77 railway lines and recommended inter alia that the following
lines served no useful purpose and that they could be closed down‘—

(i) Jorhat—Neamati
(ii) Lataguri—Ramshai
(iii) Kunkavav—Derdi
(iv) Than—Chotila
(v) Hadmatiya—Jodiya
(vi) Madurai—Bodinayakanur
(vii) Walajah Road—Ranipettai
4.26. The closure of Jorhat—Neamati section was recommended
oy the Committee in view of the fact that the reverine routé to and
fram Calcutta via East Pakistan was closed. In view of the possi-

billty of the re-opening of the riverine route via Bangladesh it has
teen decided to pend the question of closure of this section.

497 In the case of Walajah Road-Ranipettai line, a substantial
portion of the goods produced and received by M/S !:‘..I.D. Parry Ltd,,
Ranipettai, was moving by rail and efforts were being made to cap-
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ture more traffic of this firm. It was also expected that with the
proposed setting up of an industrial estate near Ranipettai, there
would be scope for other industries to come up in the near future in
the area served by the line. Hence the proposal to close down the
section has been postponed for a few years.

4.28. The Ministry of Railways feel that the remaining five lines
indicated below serve no economic purpose to the area concerned and
their closure is justified from that point of view:—

(i) Lataguri—Ramshai
(i) Kunkavav—Derdi
" (ili) Than—Chotila
(iv) Hadmatiya—Jodiya
(v) Madurai—Bondinayakanur.

4.29. While drawing the specific attention of the Ministry of
Railways to a recommendation of the Uneconomic Branch Lines Com-
mittee that attractive special rates should be quoted on uneconomic
branches to recreate a travel-by-rail habit, the Committee enquired
from the Ministry the number of branch lines which faced competi-
tion from road and the number of lines on which the trains were
running below their carrying capacity. The Committee also desired
to know the steps taken by the Railways to introduce attractive spe-
clal rates to capture more passenger and goods traffic. In a written
reply furnished to the Committee, the Ministry of Railways have
stated that the number of branch lines which face competition from
road are as follows:—

Railway

Central . . . . . . . . . . . . 15
Bastern . . . . . . . . . . . . 15
Northern . . . . . . . . . . . . 35
North Eastern . . . . . . . . . . . 18
Northeast Frointer . . . . . . . . . . 22
Southern . . . . . . . . . . . =l4~
South Central . . . . . . S . .« L. 9
South Eastern . . . . . . . . . . 15
Western . . . . . . . . . . . . 29

PoTAL : e e e e 182
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4.30. The number of branch lines on which passenger trains run
below their carrying capacity is as under:

Raislway

Central . . . . . . . . . . . . 7
Bastern . .o . . . . . . . 10
Northern . . . . . . . . . . . . 28
North Eastern . . . . . . . . . . 8
Northeast Frontier |, . . . . . . . . . 17
Southern . . . 13
South Central , 9
South Bastern . 15
Western . . . . . . . . . . . . 44

ToraL : . . . . . . 151

4.31. The recommendations of the Committee on Uneconomic
Branch Lines, had been furnished to the Zonal Railway Administra-
tions for undertaking a review and making any specific proposals
for quotation of concessiona] fares between specific pairs of stations
on sections where passenger traffic in the existing train services was
peor.

4.32. It may be mentioned that excepting the Southern Railway,
no other Railway has quoted concessional fares with a view to meet
keen competition from road transport and for retaining the traffic
to rail. In so far as the Southern Railway is concerned, they have
qunted cheap Second class (previous Third class) single journey
fares between stations on the Mettupalayam-Ootacamund section
which have been in existence right from 1954 and these concessional
rates are still in existence. The Southern Railway aslmla in?oduceg
cheap sin ourney tickets between Dharmapuri and Salem Jn. an
betwpeen gl:lgm M:Zket and Salem Town in 1869 to attract additional
passenger traffic. As the objective was not achieved, these conces-
ciopal fares were withdrawn from 1-5-1971.

4.33. The other Railways generally stated that it would not be
possible to create additional passenger traffic by quoting concessional
fares firstly because the Railway fares on certain sections are already
lower tham the road fares and secondly it was not practicable to pro-
vide as quick and frequent service as provided by road transport.
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The main reasons why passengers prefer road services as compared
tc the Railways have broadly been indicated as under:—

(i) Lesser transit time by road;

(ii) Distance of surrounding villages from the Railway stations;

(iii) Distance of railway stations from the towns as compared
to the bus terminals, which are ingide the city; and

(iv) Gap between connecting trains, resulting in detention to
passengers.

4.34. The failure of the experiment on the Southern Railway on
the Dharmapuri-Salem Jn. and Salem-Market-Salem Town lines con-

firms the futility of fare reduction to- attract traffic on such Branch
lines.

4.35. As far as the freight rates are concerned, the Railway have
full powers to quote station-to-station rates where commercial justi-
dcation exists, to meet competition. From information available, it
1s seen that the station to station rates were introduced by Central
Railway for transport of cotton raw full-pressed in wagon load from
certain stations on the narrow gauge branch lines to Bombay, (Wadi
Bundar) or Bombay Port Trust Railway (Cotton Depot). Due to the
inherent advantages which the road transport enjoys on these branch
lines such as being able to provide door to door service, quicker
‘fransit time etc. and the comparatively very slow movement by ra‘l,
the hazards of transhipment, quotation of reduced special rates alone
is not going to attract traffic to rail. This is particularly so in res-
poct of high rated traffic which is more service-sensitive than price-
sensitive, '

4.36. It has been stated in the booklet, “Central Facts and Major
Problems, February, 1973” that as per recommendations of the Une-
conomic Branch Lines Committee, an amount of Rs. 240 crores
would be needed for various steps suggested by the Committee for
improving these branch lines. But the plan allocations do not provide
for any expendityre on the improvement of uneconomic branch lines
on which Railways are losing heavily. The Committée énquired about
the investment pattern that would be required in implementing the
recommendations of the Uneconomic Branch Lines Committee, whe-
ther the need for plan allocations for this purpose was taken up with
the Planning Commission and whether improvements suggested by
the Uneconomic Branch Lines Committee were taken p outside the
Plan allocations.
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437, The Ministry of Railways have stated that the UBLC in their
report recommended strengthening or improving track structure on
22 sections (including B.G., M.G. and N.G.) in order to permit higher
speed and heavier loads thereon. Qut of thege 22 sections recom-
mended for strengthening, 16 are on N.G., 3 on B.G. and 3 on M.G.
routes. ’

4.38. Approximate Lcost for improving the track using second-
hand serviceable material has been worked out to about Rs., 11.02
viores (gross). Out of which Rs. 9.05 crores are estimated to be
utilised on N.G. Sections. The cost on improvements to bridges im-
proving all curves and grades etc. will be additional expenditure
which has not yet been assessed. This cost was assessed in 1970
and in view of increase in prices, the present day cost would be in
order of about 16 crores.

4.39. The Uneconomic Branch Lines Committee, 1969 recommended
the conversion/restoration/dismantlement/extension of 30 unecono-
mic branch lines. The proposals cover the conversion of about
1686 Kms. of narrow gauge/metre gauge to broad gauge, extension
including restoration of about 927 Kms. and dismantlement of about
93 Kms. of NG/MG lines. The total cost of these works was esti-
mated in 1970 as Rs. 173.04 crores. The present day cost would be
considerably higher and may be of the order of about Rs. 300 crores.

4.40. Out of these 30 lines, traffic surveys for conversion/restora-
tion/extension were carried out for 13 lines. he surveys revealed
that the conversion/restoration/extension of al] these lines is not
financially viable. So far, 5 proposals have been shelved and one
proposal of restoration of the Gohana—Panipat line has been appro-
ved and the work has been taken up at an estimated cost of Rs. 2.28
crores and is in progress. The remaining proposals are under exami-
nation,

4.41. In view of the results of the surveys that were carried out
for the 13 lines which revealed that all of them are financially un-
remunerative, it may not be worthwhile to take up surveys on the
remaining sections at present due to financial stringency.

4.42. As far as asking for funds from the Planning Commission for
these projects is concerned, it is stated that untfl the investigations
of these projects are completed and a final decision is taken rega.rd-
ing their construction, it will not be possible to request the Planning
‘Commission for approval of the schemes and for allotment of funds.

4.43. Keeping in view the recommendations of the U.B.L.C. rega'rd-
ing improvement of uneconomic branch lines and within the availa-
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ble resources, the provisions made for N.G. locomotives, coaches and

wagons during the Fourth Plan period and the first two years of
the Fifth Plan are as under:

Fourth Plan Fifth Plan (first 2

years.)

Nos. Cost Nos. Cost
(Croresj (Crores)
Locomotives 12 44 20 2:40
Cosches (bogie units) 29 0°23 40 0:32
Wagons (Four wheelers) . . . . 1416* 3-60 7006 1-80
5-27 452

*Out of 1416, only 46 wagons wete produced and placed on line during the Fourth plan

4.44. The question of provision of N.G. locos, coaches and wagons

dnring the remaining three years of the Fifth Plan is still under con-
sideration.

445. In reply to a question whether the Ministry of Railways
had taken up the question of improving the financial results of the
branch lines with the State Governments concerned, the Ministry
of Railways have stated that in the context of recommendation No.
41 made by the Uneconomic Branch Lines Committee (1969) the
question of seeking cooperation from the State Governments was
taken up with the Ministry of Shipping & Transport who in turn
addressed a communication (letter No. 1-T(52) /70 dated 26th May,
1970) to all the State Governments and the Union Administrations
stressing upon them the desirability of taking suitable steps to
adjust the overall daily frequency of bus services, re-arranging
their timings in consultation with the Railways to ensure a fair
share of traffic to the Railways so that the rail services which are
run to serve the public become viable

4.48. When asked to state whether the Railways had approached
any State Government or private concern or industry to take over
the unremunerative Branch Lines, the representative of the Rail-
way Board stated during evidence:

“The State Govis. are not willing to take over any unremu-
nerative line. We have approached the State Govts. for
assistance in order to improve conditions of the branch
lines by removing uneconomic ‘competitian by road.
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These branch lines were constructed '
when we had no
parallel roads. Only bullock carts were there to compete

with, Narrow-gauge trains competed wit
carts only.” Peted with the bullock

'4‘4f7' When asked to state the steps taken to make them remu-
;t‘leratlve, the Chairman, Railway Board stated during evidence that
If I may put it this way, in order to make a line remunerative
there is certain minimum freight that must operate on it. As yOL;
see, passenger traffic is not g paying proposition. For g broad-gauge
line, for instance, we need at least 6-7 million tonnes annually to
make it pay its way at least to the minimum required extent. The
second factor is that for a new line, jts gestation period is now
longer., The problem that arises is that if in a backward area these
matching investments are not there, then the traffic cannot be
‘generated; instead of taking ten years, it may take 20 years; in cer-

tain places, it may not take place at all.”

4.48. Explaining further, the Chairman, Railway Board, stated
‘that “there has to be really an integrated development of these
areas i.e. an integrated development of other inputs of industry and
even agriculture.. .Basically, the proper concept in the planning
should be that you should not only develop the infrastructure but
also have a long term plan for developing the other sectors of eco-
nomy which will eventually lead to development. In other words,
“‘What happens is that when a line is put in advance, roads are also
‘built. For roads, the capital required is less; but for railway lines,
‘the minimum investment is necessary. Unless matching develop-
ments come up and are integrated with the development of the
inlra-structure, the latter will remain under-utilised for many
‘years.” He added that passenger traffic by itself would not be of
‘any help. Moreover, most of the under-developed areas were also
'very thinly populated.

4.49. When it was pojnted out that there was an urgent need to
adjust the timings and the speed of the trains on the branch lir.les to
make them attractive for passenger traffic, the Chairman, Railway
.Board, stated that it might be suitable for a short distance of 200 Kms.,
But the timing based on long distances, might not suit a_ll people.
“On some of these branch line services, there is a poss:ibilxty, let us
say, of running rail cars. Our problem in regard to rail cars is that
we do not want to import equipment, because import.ati'on means
incurring the expenditure of foreign exchange which is not avail-

able.” R . .f . R R ]
‘1167 LS—8
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4.50. Explaining the position regarding rail cars further, the-
Chairman, Railway Board, stated that they have been trying to get
our industry develop it but it was not economical to havea separate-
rail car industry. That has been one of their problems for the last
several years. A suitable engine and transmission system for the-
rail cars was still not being made in the country. 15 years ago some
rail cars were imported from Australia. But over the years, they
could not be replaced. Some of them were still running.

4.51. When asked to state whether any attempt was made to
produce a rail car, the representative of the Ministry- stated during-
evidence that they had approached the Kirloskars who were manu-
facturing the power pack, but the one they manufactured was not
to Railways’ satisfaction. Some people had shown interest but they
have now backed out. While they made all efforts to produce-
power pack, the Railways felt that for short-distance run and for
branch lines it was economical to have rail car but unless it could’

be produced in the country, the Railways could not have the ser-
vice.

4.52. It was further stated that industry was showing reluctance

as the demand for such power pack would be very much limited’
and would involve large investment.

4.53. When asked to state whether introduction' of the rail car
service apart from giving better facilities to the passengers would
be in the interest of railway finances, the Chairman, Railway Board,
stated that they hoped to reduce the operating Iosses thereby. But
unless there was very large volume of goods traffic available to match
the expenses of the railway line, the passenger service by itself will’
not be able to support them.

Policy regarding continuance of uneconomic lines:

454. In a detailed Memorandum for consideration of the policy"
to be followed in the closure of unremunerative branch lines sub-
mitted by the Financial Commissioner for the Railways to the Rail-
ways Convention Committee, 1971, it has been stated that the pro--
blem of uneconomic branch lines has been receiving the attention:
of the Government for over three decades. The Indian Railways:
Enquiry Committee 1936-37 observed as under:—

“Closing of Branch Lines:—

We find that insufficient attention has been given to the
question of closing unremunerative branches parti-
cularly in cases where there may be reason to think

.
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that the branch has been rendered unremunerative by
the development of motor transport.

We believe that the final decision to close a branch line,
involving the withdrawal of public services rests with
the Railway Board. A decision to continue the opera-
tion of a Branch line which is losing money should in
our opinion equally rest with the Board. Such a deci-
sion involves putting a burden on the Railways as a
whole for the benefit of a particular locality, and
should not be left to the individual administration.

The position of branch lines, particularly those affected by
motor transport, should be reviewed periodically with the
object of seeing:—

(a) whether every effort has been made to combat road
competition; (we deal with this later in Chapter XI)

(b) whether the net revenue earned by the branch (with
allowance for contributory revenue) exceeds the saving
which would be made by closing the branch;

(c) whether there is hope of improved financial results in
the future.

If, as a result of this enquiry, it is clear that the continuance
of the branch is costing, and is likely to cost more than
it brings in, the administration concerned should report
the case to the Railway Board with its recommendation
as to the steps to be taken. The Boa:d could then decide
whether, in the interests of the community generally,
the loss involved should or should not, be allowed to

continue.

The same conditions apply where the problem involved is the
discontinuance of a passenger or goods service without
the actual closing of the branch itself.

Before any final step is taken, we assume that the Board will
approach the Provincial Government concerned and as-
certain whether they would be prepared to make any
contribution towards the continuance of the branch or
service.

On the question generally, we see no justification/for the

maintenance of an unremunerative branch line service at
the expense of the Railways as a whole or of the general
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tax-payer and we consider that apart from exceptional
cases, such service should be withdrawn. This applies
particularly to narrow gauge lines which, with their
speed limitations, are quite unequal to facing bus compe-

tition. In the general interest the sooner the situation
is recognised, the better.”

4.55. In pursuance of these instructions, and in accordance with
extent orders, the working of branch lines was reviewed by the
Railway Administrations from time to time, and action initiated for

stimulating traffic and augmenting the earnings of unremunerative
branch lines inter alia, by: —

(i) expeditious supply of wagons;
(ii) maintaining contacts with Trade Associations;

(iii) reducing the working expenses by keeping the minimum
staff at the stations; and

(iv) expeditious clearance of ‘Smalls’ traffic.

4.56. Following such a review undertaken between 1961-62 and
1963-64, the Sonala-Amran Road line on the Western Railway and
the Kalighat-Falta Light Railways were closed down.

457. A severe cyclone, which hit the Southeast coast of the
Peninsula in December, 1964 washed away most of the girders of
the Pamban viaduct on the Pamban-Dhanushkodi Railway Line,
in addition to causing heavy damages to the railway track from
Pamban to Rameshwaram and Dhanushkodi. The viaduct and the
line upto Rameshwaram have since been restored for traffic. The
line from Pamban to Dhanushkodi has, however, not been restored
because it was found, inter alia, to be unremunerative,

458. Action to close two more Branch lines viz. the Purulia-
Kotshila and Morvi-Tankara had, however, been deferred in view of

representations from the public of the area and from the State
Governments concerned.

Committee on Transport Policy and Coordination:

459. The question of operation of uneconomic branch lines was
examined inter alia, by the Committee on Transport Policy and Co-
ordination (January, 1966) and they desired that in the wider econo-
mic interest of the country as well as of the Railway the financial
working of the branch lines and the transport needs and plans of
areas served by them should be reviewed periodically. The Com-
.mittee observed that while each instance of an uneconomic branqh
line required separate study on merits, they have mentioned certain

.
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general considerations. A branch line should be viewed both as an
entity in itself and as part of a wider railway net-work and it should
be ascertained whether on either ground, its retention is necessary.
Secondly, the total transport requirements and facilities in an area
served by the branch line should be examined with a view to deter-
mining the nature and extent of the transport services that may be
needed in the future. Thirdly, in examining the case for continuing
what may be an unremunerative branch line, attention should be
given both to past trends and to traffic expected over the next few
years. If alternative facilities have been or are capable of being
developed to the point that the requirements for transport could be
met substantially by means other than the railways, and at no higher
cost to the economy, there should be no hesitation in giving up an
existing branch line which is proving unremunerative and will not
serve any object which cannot be met otherwise and at lesser cost.
In a developing economy, there cannot be undue rigidity in regard
to means of transport, so long as the overall requirements can be
satisfactorily met. The Committee fwent on to observe that, in
recent years, this conclusion has been reached in one country after
another, and in India also the necessity for adjustments of this
nature has to be accepted. The Committee therefore, suggested that,
where road transport has to be expanded considerably to facilitate
the discontinuance of unremunerative lines, the Railways might
consider, in consultation with the State Govts. whether and in what
form they could participate or assist in the growth of road transport
services.

4.60. In pursuance of this recommendation, it was decided that a
comprehensive review of each of the unremunergtive lines of the
various railways might be conducted and the d.ecxsion to close the
line or adopt measures to improve its working might be taken on the
merits of each case. In the course of his speech on the Railway
Budget for 1967-68, the Minister for Railways also referred to the
problem of unremunerative branch lines and made the following

observations:—

y to work out the relative cost
to the economy of alternative forms of transport, tha
unremunerative branch lines should be closed down
wherever it is found that they are not justified ir; tem:s
of their cost to the economy. While w.e will cont méeta t:
give the utmost consideration to the views of the t
Govts. as hithertofore, it is to be hoped that the so:nto

( ' principle of providing transport at the lowest cost an

“After a careful but quick stud
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the maximum advantage of the economy would outweigh
other less weighty considerations.”

Estimates Committee:

4.61. In August, 1967, the Estimates Committee in their 10th
Report (4th Lok Sabha) made the following recommendations on
this subject:— .

“The Committee would suggest that the recommendations of
the Committee on Transport Policy and Co-ordination re-
garding closure of unremunerative branch lines of the
Railways should be implemented by the Government.
For this purpose, the Central Government should impress
upon the State Govts. that while giving licences or per-
mits for road transport they should keep in view the
broad nationsal interests. They should also extend full
cooperation to the Railways in closing such of the unremu-
nerative branch lines on which the losses incurred by the
Railways are not commensurate with the public utility
served, and where such closure could be effected by
developing alternative transport facilities, at almost the
same cost to the economy, to serve the needs of the areds
concerned.”

4.62. In reply to this recommendation, it was explained that even
before the Committee on Transport Policy and Co-ordination had
made a recommendation on the subject, the Railways were review-
ing the working of the branch lines, from time to time, and consi-
dering measures for closure of such of them as were found to be
unremunerative, The recommendations of the Committee on Trans-
port Policy and Co-ordination gave a more positive and concrete
form to this objective, and consequently a very detailed review of
working of all branch lines was undertaken by the Railways. In
the case of Branch lines found to be unremunerative, as a result of
this review, and where road transport was expected to replace rail
transport without detriment to public' interests, the State Govern-
ments were approached to agree to the closure of railway lines but
there was no positive response. .

Public Accounts Committee:

4.63. As the instance of the Public Accounts Committee (1967-
68) a note was also submitted to the Committee on the subject by the
Ministry of Railways. The Committee in their 22nd Report (4th
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f;.:;(t Sabha) had made the following recommendation on this sub-

“The Committee agree that the sound principles of providing
transport at the lowest cost and to the maximum advan-
tage of the economy should outweigh all other considera-
tion in deciding upon the retention of unremunerative
lines. In view of the growing difficult financial position of
the Railways it is desirable that an early decision should
be taken about the operation of those lines on which the
Railways have been persistently losing heavily. The Com-
mittee also consider that in the case of marginal lines the
‘Railways should intensify their efforts to attract more
traffic so that these can be made to pay their way.”

4.64. In reply the Ministry of Railways advised the Committee
‘that a review of unremunerative lines is a continuing affair and
that while considering the closure of any line, regional and political
'sentiments and deep rooted conviction that rail transport is neces-
sary for the development of under-developed areas, have to be rec-
‘koned with. The recommendation of the Committee in respect of
marginal lines had been accepted and instructions were issued to
the Railways to keep a close watch on the working of each line and
to take steps for attracting more traffic and to reduce the working
-expenses.

4.65. In February, 1969, the Public Accounts Committee, have,
in their Forty-ninth Report (Fourth Lok Sabha), stated, inter-alia
:as under:—

“The Committee suggest that this matter may also be placed
before the Railway Convention Committec (1968) for
their consideration.”

‘Railway Minister’s statement of Policy in Lok Sabha:

4.66. About the same time the Minister for Railways in the cour-
se of the discussion on the Railways Budget for 1969-70 announced
in the Lok Sabha that:—

“There has been a unanimous feeling in the House, both in
this House as well as in Rajya Sabha, that in respect of
the Railways, which are being called uneconomical lines
and which are supposed to be dismantled, we should con-
sider and give a second thought to that idea. Having re-
gard to the unanimous feelings that they have been expres-
sed in the House I feel that we should try to increase our
-earnings. ...by introducing better coaches and streng-
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thening the lines.... having regard to opinions ex.-
pressed in this House as well as in the other House I pro--
pose not to dismantle any railway line wherever it may
exist....but as a policy I say that there would not be-
any dismantling and as far as possible we will keep on
strengthening those lines and also converting them into
the gauge of that area, be it metre gauge or broad gauge.”

Administrative Reforms Commission:

4.67. The question of unremunerative lines was studied in depth

by the Administrative Reforms Commission also. They recommen-
ded as follows:

(1) The question of continuing unremunerative lines should be

constantly reviewed by the Railway Board so as to ensure
that as far as practicable, Railway finances are utilised.

for the running of commercially acceptable or potential-
ly profitable lines.

(2) As a first step, the Railway Board should consider the clo-

(3)

C))

sure of unremunerative lines where adequate alternative
modes of cheaper transport exist and where such closure
will not adversely affect public interest, including any
important economic activity of the area, such as industrial
or mining activity.

There should be high level discussions between the rep-
resentatives of the State Governments and the Railway
authorities to settle the question of continued running of
uneconomic lines, so as to ensure that local considerations

are duly taken into account in deciding the question of
closure.

Where running of the uneconomic lines is ¢ontinued in

the public interest, the losses may be met out of public
revenues, State or Central.”

4.68. The Committee desired to know the action taken by Gov-
ernment on the recommendation at No. (2) above of the Adminis-

trative Reforms Commission.

The Ministry of Railways have sta-

ted in a written note furnished to the Committee that the following

decision was taken by Government on ARC's recommendation No.
28(2) referred to above:—

“Accepted in principle.

The continuance of unremunerative
lines will be kept under constant review in the light of

guide lines laid down by the Administrative Reforms Co-
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mission in these recommendations. The practical diffi-
culties in giving full effect to these recommendations will
be kept in view before taking a final decision in regard
to the closure of any unremunerative line,”

4.69. In the cases of the following railway lines where adequate
alternative modes of cheaper transport exist and where such clo-
sure will not adversely affect public interest, a decision was taken
to close down these sections on the recommendations of the Uneco-
nomic Branch lines Committee, 1969.

Names of Sections State Government concerned
Lataguri-Ramshai West Bengal
Kunkavav-Dardi . . . b
Than-Chotila . . % Gujarat
Hadmatiya-Jodiya . J
Madurai-Bodinayakanur . . Tamil Nadu

4.70. The concerned State Governments were addressed to agree
to the proposals of closure of these railway lines. But the State
Governments had expressed themselves against the closure of these
lines.

Compensation for losses incurred in operation of unremunerative
branch lines:

471. The Committee desired to know whether, apart from the
relief granted by the Railway Convention Committee in regard to the
payment of dividend on the capital cost of the uneconomic branch
lines, the Railways have any specific suggestion for compensation
of the losses they incur on operating these services, and if so, the
position might be elaborated with reference to the position obtaining
in other countries. The Ministry of Railways have stated that the
matter was placed for the consideration of the Railway Convention
Committee (1971) suggesting two alternatives viz:—

(a) Whether the Railways should be compensated fully for
the losses as suggested by the Administrative Reforms
Commission; or

(b) As a partial relief, the capital cost of these lines should
be exempted from the dividend liability as recommended
N by the Uneconomic Branch Lines Committee.
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4.72. The Convention Committee, (1971) granted exemption
from the payment of dividend on the caiptal invested on the un-
.economic branch lines. The recommendation was accepted by Par-
liament for the entire 4th Plan period and has been confirmed for
the years 1974-75 and 1975-76.

4.73. The deficit in the working of uneconomic branch lines in
1974-75 is estimated to have amounted to about Rs. 18.5 crores. Of
these, the relief by way of exemption from dividend liability, may
amount to about Rs. 4.20 crores. The railways will thus still have
to suffer an operating loss of about Rs. 14.30 crores on the working

.of these lines.

4.74. In other countries, as for example U. K. and Canada, rail-
ways are given grants to compensate them for the losses incurred
by them on unremunerative lines.

4.75. It is for the consideration of the Committee whether, in
keeping with the practice abroad, Indian Railways may also be gi-
ven grants from public revenues to compensate them for losses suf-
fered by them for running uneconomic lines in addition to exempt-
ing them from payment of dividend on the capital-at-charge of these
.lines.

4.76. The Committee note that out of the 202 branch lines of the
Indian Railways as many as 127 branch lines are deemed as uneco-
nomic and the losses on such lines which stood at Rs. 7 crores in
1969-70 have risen to Rs. 14 crores in 1974-75. The Committee have
in an earlier chapter of this Report recommended that the metho-
dology for determining losses on various services rendered by the
Railways needs to be improved so as to find an ali-round acceptance.
‘The Uneconomic Branch Lines Committee (1969) have observed in
their Report that the formula adopted by certain railways in esti-
mating main line earnings does not bear scrutiny. The Committee
-would like the matter to be thoroughly examined and early action
taken to refine the methodology for assessing the overall financial
position of working of the branch lines.

477. The Committee note that the Ministry of Railways have
taken certain steps to improve the earnings and reduce the work-
ing epenses of the uneconomic branch lines such as strengthening
of track of certain narrow gauge lines, converting some of the
narrow gauge lines into broad gauge, replacement of overage stock
etc. and introducing diesel tracfion on certain sections. The Com-
mittee further note that the Railways have not found it possible to
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fully implement the recommendations of the Uneconomic Branch
Lines Committee as these involve heavy investment of the order
of Rs. 300 crores and there are grave doubts about such lines becom-
ing viable even after conversion|extension|dieselisation and other
improvements.

4.78. The Committee note that the Railways are seized of the
desirability of running diesel rail cars on branch lines to provide
compact and speedy pussenger service. However, not much prog-
ress has so far been made in producing indigenously the power back
required for the diesel rail cars. The Committee would like the
Ministry of Railways to intensity efforts in this direction in consul-
tation with the Ministry of Industry and Civil Supplies so as to
locate a suitable power pack for running the diesel rail cars and
have it manufactured on a trial basis in the first instance and after
watching the results, introduce it more extensively so as to cater
to the requirements of passenger traffic.

4.79. The Committee observe that the State Government were
approached to render assistance in improving the working and finan-
cial results of uneconomic branch lines but have not received
any substantial assistance. The losses on these branch lines, instead
of coming down, are in fact on the increase. The Committee note
that according to the State Governments, paucity of traffic in seve-
ra] cases is due to the shortcomings of the services rendered by the
Railways e.g. slow trains, corruption, supply of wagons not being
prompt, delays at transhipment points, thefts and pilferages, claims
not being settled promptly etc. The Commitiee would like the
Ministry of Railways to take note of thesc shortcomings and effect
improvements so as to make the branch line services more popular
and thereby augment their earnings.

4.80. The Committee also note that according to the Railways, the
narrow gauge lines arc not likely to pay their way in view of their
inherent limitations of low speeds, break-of-gauge, competition from
roads etc.

4.81. The Committee would like to refer in this connection to the
.observations of the Committee on Transport Policy & Coordination
to the effect that a Branch Line should be viecwed both as an entity
in itself and as part of a wider railway network and it should be
ascertained whether on either ground its retention is necessary and
that the total transport requirements and facilities in the area serv-
ed by the Branch Line should be examined with a view to determin-
ing the nature and extent of transport services that may be needed
in the future. The Committee have further observed that in a  de-
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veloping economy there cannot be an undue rigidity in regard to-
means of transport so long as the overall requirements can be satis-
factorily met. Therefore, wherever road transpor¢ has to be expan-
ded to facilitate discontinuance of the Branch Lines, the Railways
may consider in consultation with the Ministry of Finance and the
State Governments whether and in what form, they should partici--
pate or assist in the growth of road transport services.

4.82. The Committee further note that t.he Administrative Re-
forms Commission had also come to a more or less similar conclu-
sion when they observed that the Railway Board should consider
the closure of unremunerative lines wherever adequate alternative
modes of cheaper transport existed and where such closure would
not adversely affect the public interest including any important
economic activity of the area, The Commission had emphasised
that the question of continuance of unremunerative lines should be
continuously reviewed by the Railway Board so as to ensure that,
as far as practicable, Raiiway Finances were utilised for running of
commercially acceptable or potentially profitable lines and where-
ever running of uneconomic lines was continued in the public
interest, the losses may be made good out of the public revenues,
State or Central.

4.83. The Committee feel that the whole question of continuing
the operation of uneconomic branch lines calls for a critical and
objective review with reference to the realities of the situation and’
keeping in view that the Railway finances are utilised in the best
interest of the State and how far the existing alternative modes of
cheaper transport could replace the uneconomic train services. The
Committee also recommend that the Railways should identify the
branch lines which are marginally unremunerative and could be
made economically viable with minimum investments and take con-
certed measures in close coordination with the State Governments,
trade and industry, to improve their financial results.

4,84, So far as the other branch lines are concerned, the Com-
mittee note that the State Governments are averse to the closure of
even those lines which do not serve any purpose. The Committee
consider that if such lines are to be continued indefinitely, in spite
of recurring losses and with no possibility of their becoming viable
in the foreseeable future, the only alternative is that the authorities
who desire these to be run, should share with the Railways the una-
voidable Josses.

4.85. The Committee observe that the only financial relief that
the Railways are getting on uneconomic branch lines at present is-
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the exemption from payment of dividend liability on the capital-at-
charge of such lines amounting to about Rs. 4 crores per annum, In
this connection, the Committee note that in Britain and Canada,
Railways are given grants to compensate them for the losses incur-
red by them on unremunerative lines.

4.86. The Committee would like to point out that 1 per cent of the
Capital-at-charge of the Railways as on 31st March, 1964 is paid to
the State Governments'in lieu of the Passenger Fare Tax. Out of
this, a fixed sum of Rs. 16.25 crores is paid annually to the States
while the remaining is given as contribution towards States’ share
of Railway Safety Works, the total amount paid during the quinquen-
nium 1969-70 to 1973-74 being of the order of Rs. 90.9 crores. It is
only fair and equitable that the State Governments who are averse
‘to closure of uneconomic branch lines, should come forward to meet
ithe losses.



CHAPTER V
NEW LINES, RESTORATION AND CONVERSION SCHEMES

A. New Lines

A historical review of the evolution of policy on New Lines:

5.1. The Financial Commissioner for Railway in his Memoran--
dum submitted to the Railway Convention Committee, 1973 has

given the following historical account of the evolution of policy on

new lines:— ‘

“The Government’s policy in regard to construction and
financing of railway lines has undergone considerable and
frequent changes. In the beginning, a number of indu-
cements including guaranteed minimum return were
offered to private investors to encourage them to cons-
truct new lines. In 1920-21, the Acworth Committee cri-
ticised the system of guarantees to private investors.
Thereafter, local Governments were allowed to sponsor
new constructions by private investors, provided the for-
mer came forward with a guarantee to meet the losses.

Under the Separation Convention, 1924 a distinction was
made between ‘Commercial’ and ‘Strategic’ lines. Losses,
if any, in the working of strategic lines were to be borne
by General Revenues.

The Convention Committee, 1949 examined the restrictive at-
titude of the Railways in the light of (a) the concept that
the general tax-payer is the owner and sole share-holder
of the Railway undertaking and (b) the urgent need for
economic and industrial growth of the country. The
Committee considered that as a necessary phase in the
planned development of the country, Railways should
construct unremunerative lines, if found necessary, finan-
cing them out of surplus Revenues. In the case of lines
which became remunerative after 5 years of construction,
the cost was to be written back from Development Fund
to Capital. In regard to new lines which were unable to
pay even after 5 years, the Convention Committee, 1954
decided to grant a moratorium in respect of dividend pay-

. able on the capital invested during construction and upto-
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the end of fifth year of the construction, deciding further
that all new lines would be financed from Capital,

The Convention Committee, 1949 reduced the yard-stick of
remunerativeness adopted in previous years for new
constructions from a return of 10 per cent to a return of
4.25 per cent which they subsequently raised to 5 per cent.
The present yardstick for remunerativeness is 6.75 per
cent. .

Construction of 73 new lines has been taken up by the Rail-
ways since 1950-51. Figures of actual financial returns
for 25 lines are not available which include 6 lines which
are still under construction. Out of the remaining 48
lines, 25 are unremunerative, according to the latest avai-
lable figures, the rest being remunerative.

In 1966, the Estimates Committee stressed the desirability of
maintaining a proper balance betweén economic deve-
lopment and the development of transport, so that the
former does not suffer for any deficiency in the latter.
The Railway Board agreed with the view, but opined that
in the interest of the Railways as well as the country’s
economy and in view of limited resources available, it
would be advisable to examine alternative low invest-
ment transport facilities in initial stages of development
of any underdeveloped area.

In the background of the realisation that road transport can
make a contribution to development and diversification of
economic activities to an extent which was not possible
in the earlier phases of the Five Year Plans, any scheme
for development of the transport sector has to take into
account the relative role and sequence of different trans-
port services. In the strategy of economic and industrial
development the rail and road transport  services are
thought of together, as complementary services forming
a part of a single integrated whole, in order to achieve:

more rapid progress all round.

It was generally agreed by the Committee on Transport Policy
and Co-ordination (1966) and the Public Accounts Com-
mittee in their 22nd Report (1869) that Railways should
normally provide for only those lines which are expected
to yield, over a period of time, normal return on the in-
vestment involved in their construction. Where new lines
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have to be constructed, which are not likely to become
remunerative in a few years of opening under excep-
tional circumstances, the Railways would be justified in
claiming reimbursement of their losses.

Later Public Accounts Committeeg have, however, com-
mented adversely on the creation of traffic capacities
based on other Ministries’ estimates which ultimately
proved to be over-optimistic. This has resulted in a
stricter insistence of financial viability as independently

assessed by the Railways before any new lines are taken
up for construction.”

5 2. The Financial Commissioner has further stated in his Memo-
‘tandum that “the construction of a new rail line is seldom, if ever,
followed by an immediate increase in the volume of traffic to re-
murerative levels. The profitability of investments in new rail links,
accordingly, has to be viewed over a sufficiently long time-horizon,
Even so, some financial adjustments becnme unavoidable because
of the time lag between investment and the full development of
traffic potential. If traffic earnings are expected to materialise in a
move or less distant future, some of the liabilities occasicned by
investments in new lines may need to be deferred in order not to
upset Railway finance in the short or medium run. Thus, financial
telief 1n the form of postponement of dividend liability (or even
-waiving of it for some part of capital outlay) becomes necessary
even in the case of commercially viable investments in new rail lines
-owing to the long periods of gestation and traffic development”

£.3. The Committee desired to know what financial adjustments
the Railways had in view and what would be their overall impact
on Railway finances.

5.4. The Ministry of Railways have stated that with the rising
¢<nsts of construction, heavier investments are involved in the cons-
truction of new lines. The Railway Board are of the view that the
‘Con.vention Committee may recommend continuation of the existing
firancial arrangements for new lines which are commercially viable.

5.5. The Railway Board have further suggested that in respect
.of new Railway lines which are financially unremunerative and
whost consfruction is taken up specially for the development of
"backvsard areas, additional financlal reliefs may be given.

5.6. Elucidating the matter further, the Ministry of Railways
have stated in a written reply furnished to the Committee that the
.Railway network provides transport infrastructure facilities essen-
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tial for the industrial, agricultural and social development of the
country. The high and rising capital outlay required for the cons-
truction of new lines demands a very substantial volume of traffic
viz. about 3 million tonnes annually to satisfy the orthodoxcriteria
of financial viability. Only a few projects in the highly industrialised
areas can generate traffic of this magnitude and would qualify on
the hasis of financial profitability. Underdeveloped areas do not
often possess this potential but a new line can trigger progress in
these regions. *

5.7. Areas lacking rail transport facilities are disadvantageously
placed on account of poor road availability and the comparatively
high cost of road transport, Consequently economic development of
the areas is retarded. Entrepreneurs find it uneconomical to set up
an industry at a place not served by rail and even the agricultural
and forest products, if transported to the markets by road, become
some times uncompetitive. The natural resources of these areas, re-
main under-exploited and, therefore, do not contribute towards the
growth of local prosperity or the national economy.

5.8. The construction of a new railway line may, thus add to the
income of a region lacking adequate transportation infrastructure
by much more than what may be earned directly in the form of
passenger or freight earnings. Such income or developmental effects
can be broadly classified into three groups: the provision of railway
might create a market for some hitherto unused resources like tim-
ber, minerals, building materials etc.; by widening the market it
might raise the price realised by the inhabitants of the region for,
say cash crops, dairy products and other types of agricultural com-
modities and it might make certain types of industrial processing
in the region more profitable. Such indirect income effects which
stimulate developmental activity cannot always be easily quantified;
nevertheless they can, in certain cases, be real and substantial. As
regards the financial return on investment in new lines, only some
-of the expected increase in income in the region might be recouped
4n the form of freight and fare charges. From the wider social angle
and the need for balanced regional development, provision of rail

‘transport is, an essential facility.

59. Another important consideration from the wider social point
of view is the contribution of rail transport towards'national inte-
gration. Speedy and cheap transport has brought different points
of the country closer to each other and has encouraged the move-
ment of people from one part of the country to the other for busi-

ness, trade, industry and for employment. Areas with anachronistic

1167 L.S.—B
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transport systems suffer from a feeling of isolation and lack of parti-
cipation which has to be remedied.

5.10. A view can, therefore, be advanced that investment on new
railway lines should not be guided by the sole criterion of financial
viability but as an outlay for providing infrastructure facilities
essential for the balanced development of the country, its defence
and for social integration. The total benefits (financially quantifi-
able or otherwise) expected to accrue from each project may be
worked out before it is cleared for construction and the project
approved if these benefits balance or outweigh the social cost.

5.11. It has been further stated that in the present parlous position
of Railway finances, and the high cost of construction, the Railways-
are not in a position to inject substantial capital investment in
underdeveloped areas. Some suggestions which could be adopted
to relieve the railways’ financial burden are as follows:—

(a) The capital required for financing these lines should be
free of dividend liability till the line becomes financially
viable.

(b) Land should be contributed free of charge by the State
Government or any other sponsoring authority. This will
reduce the cost of construction and also give them a sense
of participation.

(c) The operating losses suffered by the Railways on such
railway lines should be borne by the General Revenues
initially for a period of 20 years whereafter the position
may be reviewed.

(d) The profitability of these lines could be reviewed every
5 years after the opening of the lines and if the working'
results show that.the line is remunerative, or does not
show any operating loss, the full exemption from dividend
liability or bearing of operating loss by the general
revenues could be suitably revised.

5.12. Explaining the financial implications of the suggestion that'
the operating losses suffered by the Railways should be borne by
the General Revenues initially for a périod of 20 years, the Ministry
of Railways have in a written note furnished to the Committee,
stated that “none of the new lines which have been approved so far

for construction in the 5th Five Year Plan is likely to incur operat-
ing losses. A number of proposals are, however, under consideratiom
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which will have negative returns. The implications can be worked
out only after a decision is taken for the construction uf these lines.”

5.13. As regards the reaction of the Ministry of Finance, the
Ministry of Railways have stated that “the Ministry of Finance are
of the view that the whole question of affording relief to the Rail-

ways on lines in backward areas may be considered by the Railway
Convention Committee.”

5.14. The Committee also desired to know whether the question
of concerned State Governments either bearing the recurring ope-
rating losses or sharing on 50:50 basis with the General Revenues
has been examined. The Ministry of Railways in a written note
furnished to the Committee have stated that “participation of the
State Governments in construction and also the operation of the
lines was sought in the case of Shahdara-Saharanpur, Howrah-Amta,
and Howrah-Sheakhala railway lines. In fact these lines were in-
cluded in the budget with this understanding. The Government of
West Bengal has, however, not accepted the arrangement.”

5.15. The Financial commissioner for Railways has further
observed in his Memorandum to the Committee that “there are,
however, instances where the benefit attributable te investment in
a new line is substantial although it may not yield an adequate
financial return, regardless of the length of time-horizon taken into
consideration. There are regions in India where, because of inade-
quate alternative transport facilities, the value of social benefits that
can be attributed to a new line can far exceed the amount actually
received by the Railways from its users. For one thing, such a line
provides the travelling public and other users with a service that
can be cheaper or more convenient than other existing means qf
transport. For another, the opening up of a region through a rail
link facilitates economic expansion and growth of incomes by wid.en-
ing, or creating markets for its products. As such, in spite of a fairly
high social return, the financial yield to the Railways may turn out
to be low, or even negative.

5.16. The 1971 Convention Committee had explicityﬂrgcogni's?
i i rio
he necessity for providing financial relief, over a specified period,
in the case of capital outlays in new lines because. of the long-run
character of the profitability of such investment vide their recom-
‘mendations extracted below:—

isti ing the payment
1) The existing arrangements of (a) deferring he
@ of dividend on the Capital-at-charge of new lines charge-
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able at the average borrowing rate of interest during the
period of their construction as well as for the first five
years after their opening; and (b) closing the account of
deferred dividend of new lines after a period of 20 years
from the date of their opening, extinguishing any liability

for deferred dividend not liquidated within that period,
may be continued.

(2) Having regard to the long period of construction|gestation
of railway investment in general and the time taken by
such investments to reach full earning potential, 25 per

o cent of outlay in a year on work-in-progress (which

would otherwise be liable to payment of dividend) may

be exempted from payment of dividend for a period of
3 years.

These recommendations were duly adopted by Parliament in Decem-
ber, 1971 and covered the Fourth Plan period 1969—74.

5.17. The Financial Commissioner for Railways has further stated
that “it is to be considered now whether relief should also be accord-
ed to the Railways on a systematic basis on account of investments
in new lines which, though financially unremunerative, are demons-
trably profitable from the wider social point of view.”

5.18. In December 1974 in a supplementary memorandum, the
Financial Commissioner for Railways suggested to the Committee
that having due regard to the long period of construction|gestation
of railway investment in general and the time taken by such invest-
ments to reach full earning potential, exemption from payment of
dividend for a period of three years may be given in respect of 50
per cent of the outlay in a year (instead of 25 per cent as at present)
on Capital-works-in-progress, other than those pertaining to strate-
gic lines, Northeast Frontier Railway (Commercial), over-capitalisa-
tion, ore lines, Jammu-Kathua and Tirunelveli-Kanyakumari-Tri-
vandrum lines, New Lines and P. & T. line wires.

5.19. After considering the matter, the Railway Convention Com-
mittee, 1973 stated in their Sixth Report that having regard to the
difficult financial position of the Railways, the Committee had no
objection to the proposed relief being given. They, therefore, recom-
mended that 50 per cent of the capital outlay in the years 1874-T5
and 1975-76 on Capital-works-in-progress, other than‘those pertain-
ing to strategic lines, Northeast Frontier Railway (Commercial),
over-capitalisation, ore lines, Jammu-Kathua and Tirunelveli-Kanya-

.
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kumari-Trivandrum lines, New Lines and P&T li i
ne wires, mi
exempted from payment of dividend for a period of threemyf::s be

5:20. The Committee enquired about the position obtaining in
foreign countries regarding giving financial relief to the Railways
for undertaking construction of new railway lines. The Chairman
Rtailway Board, stated during evidence that generally speaking sub:
sidies were provided By sponsoring authority or the Central’Gov-
ernment. In some countries like UK. in an effort to reduce the
subsidies the railway kilometres were reduced by nearly 50 per cent
and all the branch lines had been closed. Even so, the British Rail-
ways were still not in a position to meet all their costs and were
being subsidised to the extent of £150 million annually. When
asked to state whether it was not necessary to open up those parts
of the country which were still suffering for want of communications,
the Chairman, Railway Board, stated: “I fully agree with vou. As
I have mentioned earlier, the requirement of such railway lines is
so large in our country that we have always been up against the
resources. Our resources in the past had just been enough, or were
only marginally available for the so-called developmental lines;
wherever we had put in lines, all the money has gone into them.
If more resources could be found for the construction of new lines
in the Plan, we would certainly welcome it.”

5.21. The Financial Commissioner for Railways added during
evidence that in the planned economy of the country the role of
railways has been so assigned that they have to undertake transport
of bulk commodities and other long distance traffic. New lines could
be built within the availability of resources and if it was expected
that these lines even after a few years would be unremunerative,
the Railways should be fully compensated for the losses.

5.22. The Committee enquired about the criteria adopted by the
Railways to satisfy themselves about the viability of new railway
lines and the circumstances under which they felt the need for ob-
taining a guarantee from the Khetri Copper Project Authority to
make good the losses, if any, on the Dabla-Singhana metre gauge
line.. In reply the Chairman, Railway Board stated during evi-
deuce! —

“Ag fr as new lines are concerned, we made a provision on
the basis of the traffic that we expect on these lines. For
the last ten years, we have been doing it on the basis of
30 years. If it is project of a general nature, we have to
estimate what is the potential of that area, and what is
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likely to be realised in terms of passengers and goods
traffic. On that basis, we make an estimate for ten years
or 15 years or 30 years. If a line is tied up with a specific
industry, then, of course, we g0 by the expected produc-
f,ion whether it is a mining project or an industrial pro-
ject. In a mining project, of course there is an increase
in production as time goes on. In the case of the Khetri
COpper Project, we were not sure exactly how the pro-
duction was going on, and whether it will be actually
taken up in the phased manner, in which they said that
they would do it. It was probably one instance where we
did ask what would happen if the production did not come
up to the level that they had indicated to us, because
copper was the only product that would move over this
line. Normally, what happens is that a line like this is
provided either as a new line or assisted or private siding
but in this case as the distance was 10 miles or 15 miles
or 20 miles, we did not want to get into any of the invest-
ments in the railways. Our point of view was really that
this could be siding exclusively for their use as we did
not like to go into any of the investments.”

New Lines constructed since 1950-51:

5.23. The Financial Commissioner for Railways, in his Memoran-
dum to the Committee has stated that the figures of financial returns
of 25 lines out of the 73 new lines taken up for construction since
1950-51 are not available. These include 6 lines which are still under
construction. Out of the remaining 48 lines, 25 are unremunerative
according to the latest available figures, the rest being remunerative.

5.24. Regarding the action taken by the Railways to reduce the
losses on such lines, the Ministry of Railways have stated in a
written note that many of these lines were project oriented and
were constructed for the movement of mineral products like coal
and iron ore. As production in related products did not materialise
to the anticipated levels for a variety of reasons, earnings fell be-
low the estimates. In the case of some lines, there is severe com-
petition from the road and the scop: for increasing earnings is limit-
ed. Some of the lines were not expected to be remunerative at the
time of their construction. They were taken up to develop and
meet the transport needs of the aréas. A few were taken up on
strategic considerations. Industrial and agricultural develc?pment
has not synchronised with the development of rail. facilities in

these areas.
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5.25. It has been stated that Marketing and Sales Organisation
-on the Railways have been directed to attract more rail traffic. The
expenditure on staff, fuel and other maintenance stores has also
been numerically/quantitatively kept at the minimum consistent
with operational needs but these efforts have been considerably off-
set by the effects of inflation.

Construction of New Lines in Backward Areas:

5.26. In his budget speech for 1973-74, the Railway Minister
had observed that an entirely new approach might have to be
thought out to facilitate construction of new lines and that some
formulate which could be adopted towards this end were as follows:

“(i) Exemption, full or partial, from payment of dividend
liability to the General Revenues during the period of
construction and for a specified number of years after
completion and opening to traffic;

(ii) Participation of State Governments or local authorities
in reducing the cost of construction by giving the land
! and labour content of construction free of cost;

(iii) Suitable adjustment upwards of fares and freights struc-
ture applicable to the newly constructed line which in
common parlance is called ‘inflation of chargeable mile-

’ age’.

(iv) Levy of fares and freight on a discontinuous basis as to be
a set-off against telescopic structure of standard fares and
freight.”

The Committee desired to know whether the formulae mentioned
at items (ii) to (iv) were adopted while formulating the proposals
for construction of new lines to be taken up during the year 1974-75,
and if so, the details thereof.

5.27. The Ministry of Railways have stated in a written reply
that the following projects have been or were proposed to be taken
p during the year 1974-75 in furtherance of the policy of the cons-
truction of new Railway lines enunciated by the Minister of Rail-
ways during his speech while presenting the budget for the year

1973-74. ‘
(i) Construction of new B.G. line from Nadikude to Bibinagar.

(ii) New B.G. line from Rohtak to Bhiwani.
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(iil) Provision of B. G. rail link to Ramnagar and Kathgodam
from Moradabad to Rampur.

(iv) Construction of new M. G. line from Sakri to Hasanpur.

(v) Construction of a new B.G. line from Jhanjharpur to
Laukaha Bazar.

(vi) Construction of a new B.G. line from Jakhapura to Bans-
pani.

Al

5.28. The following steps have been taken to improve the finan-
cial viability of the lines under the new policy:

(t’) Nadikude-Bibinagar . . . . Land is being provided by the Governmen
of the State of Andhra free of cost. Charge
able mileage will be inflated by 50%.

(%) Rohtak-Bhiwani . . . . Cost of land is being borne b
State Government. Chargeable m eagc
to be inflated.
(51) B, G. rail link to Ramnagar and Kath- The final locatien survev is in progress. After
godam from Moradabad and Ramnagar. the exact costs and financial returns are
known . the State Govt. will beaddressed.
(iv) Sakri-Hnmpm‘ . . . . State Government is being requested to

give land for the project free of cost, The
inflation of chargeable distance is also:
under examination.

(v) Thanjharpur-Laukaha Bazar. The State Government have been requested
to give land for the project free of cost.
(vi) Banspani-Jakhapura . . . . Itis ?osed to take up the construction
of thig line on the basis of §0% participa-

tion by the State Government. The
State Govt. of Orissa have bcen addressed
in this connection.

5.29. It will thus be seen that the device of inflating the distance
for charge to augment the earnings is adopted over the new lines
wherever it is found that the traffic can bear such inflated rates.
When the inflation in chargeable distance is resorted to, levy of fares
and freights on a discontinuous distance basis does not arise as this
has the same object as inflating the distance.

5.30. It is observed that in furtherance of the policy of cons-
truction of new railway lines, enumerated by the Minister of Rail-
ways during the budget speech while , presenting the budget for
1973-74, 6 projeets have been or were proposed to be taken up dur-
ing 1974-75. It is seen that in some cases the State Governments
have offered land free of cost while in one case namely, Banspani-
Jakhapura line, it is proposed to take-up that project on the basis of
50 per cent participation by the State Government. The Commit-
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tee d_esirgd to know whether the Central Government have laid
down uniform terms and conditions for State Governments for

undertaking the construction of economically non-viable new lines
sponsored by the State Governments,

5.31. The Ministry of Railways, in a written note furnished to the
Committee, have stated that there are wide differences between the
financial viability of different railway lines in backward areas, the
nature and the potential of and the measures required to be taken
to make them financially viable. A number of proposals have been
received for construction of new railway lines from different State
Governments some of which fall marginally short of the criterion
of financial viability and only a small contribution in the capital
cost in the form of land or labour would make them viable, while
there are others which hold out little prospect of becoming viahle
even in distant future and will continue to incur heavy operating
losses in the foreseeable future. There is a third category the finan-
cial viability of which depends upon certain actions of the respective
State Governments such as development of industries and regula-
tion of road transport in the area to be served by the railway line.
In such cases, the participation of the State Governments in the
capital cost of construction would be a guarantee that they do not
back out of their commitments.

5.32. It may be mentioned here that 50 per cent participation of
the State Governments was envisaged in the Construction of
Shahdara-Saharanpur. Howrah-Amla, Howrah-Sheakhala railway
lines which were company owned narrow gauge railway lines
initially and were unable to continue the operation because of the
severe competition with the road transport which is fontrolled by
the respective State Government 50 per cent participation in the
construction of Jakhapura{Banspani line was also suggested - in
order to serve the commitment of the State Government for mak-
ing matching developments such as the exploitation of iron ore
deposits in the area, without which the line will attract very little
trafic. Also since there is a specific provision of Rs. 500 crores in
the 5th Plan for development of backward hilly areas and since
the line qualified for being considered under this provision it was
sugoested to the State Government to earmark funds for the line -
out of their share of these funds.

5.33. During evidence, the Committee enquired about the criteria
followed by the Railways at present for sanctioning the consi;:ruc-
tion of new lines in the backward areas. The Chairman, Ra vlt;ay
Board, stated that by and large the:y preferred‘ t.o bqfi&d ha n;\: st::-
if it was tied up with a specific project. Explaining further
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ed that the basic problem was that there was a general shortage of
resources and the question was how much backward was the area
gnd how much it was going to produce and how much contribution
1t would make. “There is no specific criterion.” When the Com-
mittee pointedly asked the representative whether the Railways had
sanctioned any new lines specifically for the backward areas, the
Chairman, Railway Board stated “so many parts of the country are
backward. For instance Bailadilla line was built in a backward
area. But there is a specific mining project there.”

5.34. The Financial Commissioner for Railways added that “we
have not to take into consideration the backwardness but the poten-
tiality for growth.” The Chairman, Railway Board, further stated
that “one can say that the whole country is backward. You can-
not say that this area is specifically backward. Only a few parts
are developed ones.”

5.35. The Committee drew the attention of the representatives of
the Ministry of Railways to the fact that the backward areas have
some virgin areas with great potential in minerals, forest produce
etc., and enquired whether the norms laid down for new lines were
not to be changed in the light of these circumstances. The Chair-
man, Railway Board, stated that “basically it is a question of re-
munerativeness. We are asked to produce this much of yield from
our operations. Now if we are asked to build unremunerative lines
which are not likely to be remunerative for 10 years, how do you
expect us to give the yield. In fact, we would be only too willing
to build these lines provided you say for this period we would be
given this concession. We want to build these lines. Nothing would
suit the Railways better than to expand their system. Give us the
resources. Give us the conditlons under which these expansions
have to be made and then we will do that. And also let the other
parts of the country get the necessary investment for developing
these resources.”

5.36. The Committee asked about the firm criteria laid down by
the Railways in undertaking conciruction of unremunerative new
lines. The Chairman, Railway Board, stated that the question was
whether the unremunerative lines would be tied to the projects or
could not be tied to the projects. It depends on the level of traffic
that was expected. For instance, Mangalore-Hassan line was expect-
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’

5.37. In reply to a Question as to the safeguards against individual
likes and dislikes coming in the way of deciding the construction of
new lines, the Chairman, Railway Board, stated that “all that I
can say, Sir, is that the whole country is backward and that you
have to see to so many conflicting demands if development is to be
»done. The unremunerativeness of some lines has to be accepted if
Railway development is to be expanded in this country.”

5.38. Asked to state how the Railways decided priorities in the
matter of construction of lines, the Chairman, Railway Board, re-
plied that the priorities were also changing from time to time.
Planning priorities had also changed and this was not confined to the
Railways alone.

5.39. The Financial Commissioner stated that the unremunerative-
ness of the lines being equal, certain priority had to be given to the
restoration of dismantled lines, the argument being that certain
lines which were already built and certain facilities which were once
available should be made available again.

5.40. On the question of expansion of new lines network, the
Chairman, Railway Board, stated that “I would say that there has
always been shortage of resources and there has never been a time
when we have not been short of resources for this purpose. This is a
recognised fact. We are prepared to do our best. After all, in the
25 years we have expanded our network only by 6,000 kilometres. As
far as our capability goes, we could do easily six thousand kilometres
in one Plan period. There is no problem from our side. The main
problem is what are the resouyces, which are the areas, where it
should be provided and what are other matching facilities which
must go in those areas. Six thousand kilometres i:? a Plan period
is no problem. I would like to bring to your notice another pro-
blem which is perhaps even greater problem and that is the ques-
tion of our metre-gauge lines. Of the total 60,000 kms. only half of
ou- track today is broad-gauge. We do think that metre-gauge and
the narrow-gauge lines by themselves retard the development of the
country. Another difficulty is that we have trans.hipments between
the broad-gauge and the metre-guage lines and this dual gat;ge sys-
tem is retarding the quick handling of go?ds. H.ere on { :t tc?m'e
hand, a large part of our country is provided with tr;in.;:ao a 1:1;
facilities and on the other, we have half the netw?rk which ig noi
complete rail transport system. So, for completing the expansion
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work, how do we get
is a long term profe sts't’fxe resources and whatever way we do it that
541. The Committee wanted to know when the State Govern-
gxents were approached to set aside funds for construction of rallway
lines in backward areas out of funds allotted in the Fifth Plan for
development of backward hilly areas and what was the response
from the State Governments. The representative of the Ministry
of Railways stated during evidence that “for the development of
backward areas, our approach has been three-fold. In the North.
Eastern region, we requested the North-Eastern regional Council to
share some part of the amount of Rs. 500 crores which had been
given to them. But they have refused to share. They said that the
construction of railway lines should be done by the Railways them-
selves from out of their finances. Then we approached the State
Governments in regard to a particular line construction. We re-
quested them to pay for the cost of land and also participate in do-
ing the earth-work for the line construction. We also requested the
State Government (U.P. State Government) to bear half of the
cost of construction of the Shahdara-Saharanpur Railway line. They
agreed that they would share the cost; but I would say that mostly
the State Governments’ resopnse is a negative one.”

5.42. When specifically asked to state whether the Railways have
approached any State for the construction of railway line in the
hilly region apart from the North Eastern Region, the representative
of the Ministry of Railways stated that they had approached the
U.P. State Government in regard to the construction of Shahdara-
Saharanpur line, Orissa State Government in regard to the construc-
tion of Jhakapara-Banspani railway line and the West Bengal
Government in regard to Howrah-Amta railway line construction
He also stated that at one time th¢ West Bengal Government had
agreed to share the cost of construction but they backed out and the
Railways had to complete the work without their sharing the cost.
The Orissa State Government had also not agreed to share the cost.

Resources for Construction of New Lines:

5.43. It has been stated that the Railways have asked for a sepa-
rate allocation outside the Railway Plan of a sum of Rs. 255 crores
for new lines/conversions for development purposes. The Com-
mittee desired to know the basis on which this figure was arrived
at and whether the Planning Commission has accepted the proposal.

5.44. The Ministry of Railways, in a written note furnished to the
Committee have stated that on receipt of a number of representa-



:ll:ese gnremunerstive lines. It was estimated at that time that
ese demands, necessa.ry for the development of backward areas
may add up to 1000 kilometers during the Fifth Plan period. Aé

“The classical concept of traditional economic viability needs
to be re-adapted in the light of the historical experience
- gathered from the economic development of different
societies. The principle that transportation infra-structure
must evolve along the pattern determined by pre-exist-
ing economic viability needs to be modified to the extent
that very often the creation of the infra-structure them-
selves lead to additional demand and increased commer-
cial prospects. In selected areas the calculus of short-term
economic returns must yield place to the long-term bene-
fits through a policy of deliberate developmental ex-
penditure.”

5.45. Keeping in view this policy and the further developments
related to the then existing drought situations, it was explained to
the Minister for Planning that the Railways were embarking on the
«extension of Diva-Apta line to Dasgaon and were taking up a detail-
ed survey beyond up to Mangalore. In addition to this new line,
an unremunerative conversion viz. Manmad-Mudkhed-Purli-Baijnath
was also initiated in connection with the drought relief. A detailed
engineering survey was ordered for gauge conversion of Miraj-Latur
‘Section also. Similar projects in other regions for similar reasons
as well as for development of backward areas were being consi-
dered for being undertaken and it was under these -circumstances
‘that the Planning Minister was once again requested by the Minis-
-ter for Railways on 8th March, 1973 to increase the proposed allot-
-ment of Rs. 125 crores to Rs. 255 crores.

5.46. Giving the latest position, the Ministry of Railways have
stated in a written note furnished to the Committee that Rs. 100
«crores have been allotted for construction of new railway lines in the
‘Draft 5th Five Year Plan, The Planning Commission were requested
to allot an additional amount of Rs. 255 crores for the construction of
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new railway lines in backward areas outside the Railways’ own plan-
as most of these lines were expected to be unremunerative. The
Planning Commission have not found it feasible to allot these addi-
tional funds. The Minister of Railways has recently suggested
discussions at the highest level between the Ministries of
Railways and Finance and the Planning Commission. The discus-
sions have, however, not taken place so far.

5.47. It has been further stated that the Ministry of Finance
was addressed for the waival of dividend liability and under-writ-
ing the operating losses for the construction of railway lines in
backward areas in some of specific cases, They have expressed
the view that they might present their case to the Convention
Committee who were already dealing with the problem.

5.48. On the resources available for construction of new railway
lines, the Chairman, Railway Board, stated during evidence that
for the Fifth Plan period the Railways have been allotted Rs. 100
crores although they had asked for Rs. 255 crores. Though two
years have since passed, they were not able to get the amount
asked for. When asked specifically whether a new fund for open-
ing new lines could not be set apart, he Chairman, Railway Board
stated that “this was the concept a few years ago that out of the
surplus of the Railways 1 development fund should be set up and
new lines should be comstructed. But the then Convention Com-
mittee took a decision that all new lines should be charged to
capital and not to development fund. Under these orders nf the
Convention Committee, if a line is chargeable to capital, for capital
allocation we are dependent on the Ministry of Finance and the
Planning Commission. Ultimately, the question still boils down
to one of resources in whatever form they are obtained, either
through rates and fares or taxation or savings from income of the
community. But at the same time I would like to mention that we
have, generally, no surplus. We are borrowing Rs. 20 crores for
passenger amenities and expenditure on development works; we
are unable to generate even that much surplus money.”

5.49. The representative of the Planning Commission, explain-
ing the position regarding allocation of resources for construction
of new railway lines, stated during evidence that the Railways had
approached the Planning Commission for a specific provision of
Rs. 255 crores for certain new railvay lines and corversion sche-
mes in backward areas and the Planning Commission conveyed
their inability on account of resource constraints because ulti-
mately it was the question of priorities. The Commission have
given only Rs. 100 crores during the Fifth Plan for new lines.
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Originally it included Rs. 40 crores for the spill-over schemes of
the Fourth Plan, but the cost has now gone up and it should be
Rs. 55 crores now. Thus about Rs. 40 crores only might be avail-
able for new lines and these new lines would primarily be those
which would meet the requirements of heavy industries, movement
of coal etc. and would be essentially task-oriented.

‘ 5.5(?. The Committee enquired whether the broad details regard-
ing utilisation of the specific provision of Rs. 500 crores in the Fifth
Plan for the developmefit of backward hilly areas had been worked
out by the Planning Commission and if so the amount allocated
out of this amount for construction of new railway lines in the
backward areas. The representative of the Planning Commission stated
during evidence that “there is a provision in the draft 5th Plan for
Rs. 500 crores for the development of hilly and tribal areas. Out
of this amount, tentatively Rs. 100 crores have been given to the
North-Eastern Council and distribution of the remaining Rs. 400
crores between the tribal and hilly areas is yet to be finalised.
We are not in a position immediately to give the details of this, be-
cause this has yet to be finalised. The provision made for the North-
Eastern Council of Rs. 100 crores includes some provision for traffic
surveys, There are 5-6 traffic surveys for new lines being under-
taken by the Railways on their behalf. The amount for this is about
Rs. 45 lakhs, That has already been provided.

“The Planning Commission is of the view that necessary provi-
sion for development of the backward areas is not necessar?ly to be
through construction of new railway lines. As was men_txoned by
the Financial Commissinner, Railways, rail transport is inherently
better suited for long distances while the road trarfsport has the
advantage of distribution of goods in small quantities over short.

distances. In taking new lines, priority i§ given to those 'lines ?Vhlcl']l.
are project-oriented and are required in connection with mm]gra

development or heavy industries. Further, the role of t}.le new 1]r‘1es
in improving transportation tacilities in backward areas is also taken

i i i it i i ility of a line for pro-
into consideration. So, it is not as if the uti .

motional purposes is altogether left out. It is not so. But at the
same Tme 1t is not the main criteria for providing a l:ne. In fact
it is one of the considerations which is borne in mind.

ing guidelines adopted by the Planning Commission
fors.iihft:\%?{iin 'ofgu new lines, the representftive of tl.le Pl:nn;;:g
Commission stated during evidence that “it is a que'st:on o pk:‘-
rities, When we say that a hundred crores of rupees 1sﬁea:-m?: o
for éonstruction of new railway lines, naturally the first priority
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goes to the spill-over works because a lot of money has already
been sunk in that. Then comes the question of how to spend the
remaining amount. There we have laid down some broad guidelines
that these lines should be mainly task-oriented lines which are
intended to be used for transport of mineral, coal or even genersl
goods traffic in areas where the capacity constraints are now com-
ing in the way of flow of traffic Broadly these are the guidelines
and we leave it to the Railways and to their judgment to come out
with their development programmes for new lines and we agree.
We generally agree after examining the cases, It is not as if that
lines for promotional purposes are not agreed at all. There are

such cases where the Planning Commission has agreed to such
lines.”

B. Restoration of Dismantled lines:

9.52. As regards restoration of dismantled lines, the Financial
Commissioner for Railways has stated in his Memorandum fur-
nished to the Committee that the question of restoring some of the
railway lines dismantled in the past owing to Second World War
and other reasons has been engaging attention of the Ministry of
Railways for quite some time.

5.53. In all, 26 branch lines falling in the Indian Union Territory
were dismantled during the last world war for meeting urgent
military requirements of track materials, Out of these 26 lines,
13 lines in full and the Rohtak-Gohana portion of Rohtak-Gohana-
Panipat dismantled lines, have since been restored and opened to
traffic.

5.54. In addition to the lines dismantled during the last World
‘War, five metre gauge lines on the North-Eastern Railw.ay falling
in the Saharsa District of North Bihar and neighbouring areas
were abandoned owing to ravages of the Kosi river and other
streams which were constantly shifting their courses, Aftfar ex-
tensive flood protection works were executed in tl‘nS area in mid-
sixties, the restoration of the abandoned lines from Sapaul to
Thurbita and Saraigarh were taken up. The work was completed
in 1967,

i i . of doned sections not

5.55. It is considered that somc of the aban
Chitherto restored are urgently needed for the c!evelopment of rta};;e
backward areas, It is felt that but for abandoning qf the:e i
links owing to war, floods, etc., they would have continued to .
tion as integral parts of the railway system serving the growing
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needs of the region. The people of the respectiv

e areas have been
persistently agitating for the restoration of the railway facilities
which were available to them in the past.

5.56. K_gepinq in view. expected social benefitg particularly the
induced économic expansion of backward areas, it becomes worth-
while to restore old links wherever the riverine conditions hava

stabilised or where there is an ade uate devel
o be taapon, ; q evelopmental potential

5.57. The cost of restoration of dismantled lines is bein
g char
to Depreciation Reserve Fund as they are in replacement of as:eet:
which once existed. As a result, the Railways do not have to pay
dividend on the amounts spent on restoration of lines.

. 8.58. As regard the criteria adopted for restoring these lines,
the Ministry of Railways have stated that no policy was laid down
for the restoration of dismantled railway lines in the past. The
restoration of particular railway line was taken up depending on
the popular demand for the same, traffic and financial justification
and availability of funds. The Minister of Railways in his budget
speech while presenting the Railway Budget for 1974-75 has stres-
sed upon the need for restoration of all those lines which once
existed but had been removed due to war or floods etc. so that the
people who enjoyed this facility of rail transport and were deprived
of it, may have these facilities again. In pursuance of this policy,
work has been taken up for the restoration of Dalmau-Daryapur,
Gohana-Panipat, Saraigarh-Partapganj-Forbesganj and Chitauni-
Bagaha railway lines. Construction of B.G. railway lines in lieu of
the old narrow gauge railway lines between Howrah-Amta/
Champadanga, Howrah-Sheakala and Shahdara-Saharanpur has’
also been approved. The restoration of Madhoganj-Auhadpur is
also under consideration. However, the funds position is extremely
tight and restoration of other railway lines can be taken up only

when the funds position improves.
Cost of Restoration:
5.59. The Ministry of Railways have stated that the number of

Mnes restored or the restoration of which has been approved is °
18 anl their estimated cost of restoration is about Rs. 23 crores.

5.60. The Committee enquired whether the Railways were
satisfied that the restoration work of dismantled lines can be com-
pleted through financing from the Depreciation Reserve Fund or
whetlr - they had any alternative guggestion for financing this
work. The Ministry of Railways have stated in a written reply

1167 LS—10
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that under the present rules of allocation, the cost of restoration is
allocated to D.R.F. The estimated requirement of funds for the
approved restorations is Rs. 12.27 crores where against a provision
of Rs. 10 crores has been made in the Fifth Plan. This will not
have any appreciable effect on the replacement of other assets as
the total outlay under Depreciation Reserve Fund in the Railways’
Fifth Five Year Plan has been assessed at Rs. 650 crores,

C. Conversion of M.G./N.G. Lines to Broad Gauge

5.61. The Financial Commissioner for Railways has stated, in
his Memorandum submitted to the Committee that projects for
conversion from narrow gauge or metre gauge to broad gauge are
generally taken up when the seations get saturated and additional
investments are needed in order to carry the traffic expected to
move over them. The working expenses for broad gauge beyond
certain levels of traffic are lower than that for metre gauge or
narrow gauge. These projects can, therefore, be generally justi-
fled on the basis of financial returns. There are, however, many
stretches of metre gauge or narrow gauge lines, the conversion of
which cannot be strictly justified on the basis of financial returns.
Break-of-gauge often acts as a dis'ncentive for setting up industries
and thereby impedes the development of the areas served by metre/
narrow gauge lines. These projects could, therefore, be treated on
the same footing as construction of new lines.

5.62. The Committee desired to know whether the Railways had
prepared a long term integrated plan for conversion projects. Tha
Ministry of Railways have stated that gauge conversion is one of
the aspects being considered for the Corporate Plan of Indian Rail-
ways, which is being framed involving the Zonal Railways. In
formulating the Initial Version of the Corporate Plan in 1973, 9,200
kilometers of metre gauge track at an approximate cost of.
Rs. 670 crores were identified for conversion to broad gauge. This
assessment was based on the traffic projection for 1938-89 and cover-
ed the lines which would reach saturation level by then and where
transhipment would be heavy. In the absence of detailed informa-
tion, the traffic projections in this exercise were based on uniform
growth of traffic on all lines. .

_ 5.63. Zonal Railways are now engaged in making forecasts of
traffic of individual lines. A clearer picture of conversions required
will be available only after the studies are completed by Zonal
Railways. o
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5.64. After the completion of these studiei, Priorities of programe~
!pi.ng conversions on different lines will be drawn up. It may be
possible to make out a phased programme by June 1976, by which

time the substantive version of the Corporate Plan is likely to be
completed. .

5.65. The Commiitee note that under the Separation Convention
1924, a distinction was mad= for the first time betwean ‘CommercialP
and ‘Strategic Lines’ and it was decided that losses, if any, in the
working of the st:ategic lines would be borne by the General Re-
venues. This was a distinct departure from th» then prevailing
practice of securing definite guarantees from the loeal Governments

to meet the losses on lines sponsored by them for construction by
private investors. B

6.66. Another major changs in policy was effected 25 years later
on the recommendation of the Railway Convention Committee, 1949
which urged the Railways to discard their restrictive attitude and
take up construction of un-remune-ative lines as a necessary phase
in the planned development of the country. Such lines, if found
mevessary, where to be financed from the Deve'opment Fund that
was newly created out of the surplus revenues of the Railways. I
was also proviled that in respect of such new lines which ylelded
.2 remunerative reiurn after 5 yoars of econstruction, the cost should
be writien back from Development Fund to Capital. '

8.67. Considering that the number of new lines to bs construe-
ted which may not be ab'e to pay their way, even after the deve-
lopment staze, would be few and far between and it may not be a
heavy burden on the Railways to pay dividend to General! Revenues
on such lines, the Railway Convention Committee, 1954 recommen-
ded that all new lines (whether remunerative or unremunerative)
granted a movatorium in resp~ct of th» dividend payable on the
capital-at-chargs of such lines at the average borrowing rete charg-
el to commercial departments. At the same time, the Commitibe
-granted a moratorium in respect of the dividend payzble on the
capital invested on the new lines during the period of construction
and upto the end of the fifth year of their opening for traffic, the
deferred dividend being repaid from the sixth year onwards in
addition to the current dividend out of the net incom: of the new
lines. The Railway Conventfon Committee, 1965 further recom-
‘mended that the account of deferred dividend on new lines may h
closed after a period of 20 years from the date of their opening
extinguishing any liability for deferred dividend not liquidated
within that period.
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5.68. The Committee thus observe that the 1849 Convention
imtroduced fundamental and far roacl:.ing changes in the policy for
c¢onstruction of new lines and that in pursuance thereof, the Rail-
ways have undertaken construction of 73 new lines since April, 1950.
The Committee further note that out of these 73 lines, actual finan-
cial returns for 25 lines (including 6 still under construction) are
not available, while out of the remaining 48 lines 25 are unremu-
nerative according to the latest available figures.

5.69. A reaffirmation of the policy laid down by the 1949 Conven.
tlon is reflected in the Budget speech (1973-74) of the Minister of
Railways wherein he emphasised that “the principle that transporta-
ion infra-structure must evolve along the pattern determined by
the pre-existing economic viability needs to be modified to the
extent that very often the creation of the infra-structure themselves
lead to additional demand and increased commercial prospects”
and that “in selected areas the calculus of short-term economic
returns must yield place to the long-term benefits through a policy
of deliberate developmental expenditure.”

5.70. Apart from suggesting exemption, full or partial, from
payment of dividend liability to the General Revenues during the
period of construction and for a specified period after completion,
the Minister of Railwavs stated that certain other possibilities such
as participation of State Governments or local authorities in reduec-
fng the cost of construction by giving the land and labour content
of construction free of cost, suitable adjustment upwards of fares
and freight structure applicable to the newly constructed lines, and
levy of fares and freights on a discontinuous bhasis as a set- off against
telescopic structure of standardised fares and freights, could be con-
sldered to facilitate construction of new lines in backward areas.

5.71, The Committee further note that the Planning Commission
are of the view that development of the backward areas is not neces-
sarily to be achicved through construction of new railway lines.
Rail transport is inherently betier suited for long distances while
the road transport has advantage of distribution of goods in small
guantities over short distances. Accordingly, in taking up construc-
tion of new lines, priority is given to those lines which are project
oriented and are required in connection with mineral development
or heavy industries,

5.72. The Committee note the contention of the Ministry of
Railways that in the present parlous State of Railway finances and
tho high cost of construction, they are not in a position to inject
substantial capital investment in wunder-developed areas. The
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_ Ministry have accordingly suggested that they would be relieved of
_.part of the financial burden if the land required for construction of
 new lines could be contributed free of charge by the State Govern-
. ments or any other sponsoring authority. The Ministry have fur-

ther suggested that the operating losses suffered by the Railways om
such railway lines should be borne by general revenues initially for a
. period of 20 years whereafter the position may be reviewed every
five years after opening, and if the working results show any operat-
ing loss, the full exemption from dividend liability or bearing of
operating loss by the general revenues could be suitably revised.

5.73. While the Committee generally agree with the approach
enunciated above, they consider that in the present parlous state of
Railway finances when thcy are heavily indebted to General
Revenues, any further burden by way of additional dividend liabl-
lity and recurring losses on such lines, is bound to be back-breaking
and may in fact shatter the entire fabric of the Railway system in
the country. Grant of further reliefs in this respect would, apart
from vitiating the entire concept of dividend, be only an easy ex-
pedient to skirt the problem. On the other hand the Committee
recognise that the need for opening up backward areas is also ur-
gent and pressing. In the situation, the only course left open to the
Government, in the view of the Committee, is to enunciate a clear-
cut policy whereunder the Central and State Governments would
be willing partners in mobilising the ecapital needed for such lines
and in sharing the losses in their operation. The Committee feel
that such an approach would go a long way not only in curbing
extravagant demands for new lines but would also result in mean-

" ingful rail-road coordination. As a corollary, State Governments
should be willing for closure of patently uneconomic Branch Lines
if other transport means adequately meet the developmental re-

' quirements of the area. The Committee have dealt with this aspect
in greater detail in the Chapter on Uneconomic Branch Lines.

874 So far as the New Lines constructed, say during the last 15
years are eoncerned, the Committee desire that the financial results
of working of such lines should be critically reviewed at least once
in every three years and the results of such reviews should be
sultably publicised so that public opinfon as well as the State Gov-

_ernments concerncd are better informed and are in a position to
, give positive suggestions to improve their working and augment
.the earnings.

. 5.75. So far as restoration schemes are ¢onterned, the Committee
note that these are financed from the Deprociation Reserve Fund

with no dividend lisbility. The Railway Convention Committee,
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1971 had pointed out in paragraph 2.17 of their First Report on
Accommting Mutters that contributions to the Depreciation Reserve
. Fund were made in an ad-hoc manner on the basis of ‘rough’ esti-
. mates of actrued depreciation—arrear as well a8 current. The Com-
- miittes hhad desired that the matter may be examined by an expért
..Working Group so that the depreciation requiréments could be
. assessed on a scientific and rational basis. The Report of the Work-
.ing Group appointed in pursuance of the above recommendation of
sthe previous Convention Committee, is still awaited.*

5.76. The Committee observe that the Depreciation Reserve
Fund had a closing balance of Rs. 195.74 crores as on 3lst March,
1975 (Revised Estimates). They would nevertheless like to point
out that so far as restoration schemes are concerned, a material
change in the situation might have occurred in certain cases with
the development of road transport during the intervening period and
that many such schemes may now prove to be a further drain on
Railway finances without any commensurate benefit to the develop-
ment of the economy of the area. The Committee therefore, desire
that the Minisiry of Railways should -examine such proposals in
great depth and take specific approval of Parliament by treating it
in the same manner as a “New Service” before committing their
scarce resources, Where the concerned Statc Governments or other
authorities come forward to. meet the capital cost and share the
losses, the matter should be fully gone into and the full financial

Implications mentioned in the Budget documents while seeking
Parliament’s approval.

5.77. So far as conversion schemes are concerned, the Committee
note that projects for conversion from narrow gauge or metre gauge
to broad gauge are generally taken up when the sections get satu-
rated and additional investments are needed in order to carry the
traffic expected to move over them. There are, however, many
stretches of such lines where break-of-gauge acts as a ‘disincentive’
for setting up industries. The Ministry of Railways feel that such
projects could be treated on the same footing as construction of new
lines which though financially unremunerative, might be necessary
for the development of backward areas.

$.78. The Committee note that the Zonal Railways are presemtly
éngaged in making forecasts of traffic of individual lines wiich
could ke considered for conversion under the Corporate Plan. The
Committee trust that full details and financial implications of the
‘eonversion proposals to be incorporated in the perspective Cor-
porate Plan would be worked out in depth and fully gone into. The
Committee would ollo llke to mhube tlut the lhﬂvhys should

'Slﬂce received.
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carefully assess the operational requirements and overall economies
of each project Defore committing their resources. In case it is
found that a project would not be financially remunerative, the
sponsoring authorities might be asked to share the capital cost and
the operating losses on an equitable basis as in the case of new lines
proposed to be constructed in backward areas. Full facts and fin-
ancial implications should be invariably indicated clearly and in

sufficient detail in the Budget papers while seeking Parliament’s
prior approval., ' :

5.79. In paragraph 16 of their Sixth Report, the Rallway Conven-
tion Committee had recommended that 50 per cent (instead of
25 per cent as hithertofore) of the capital outlay in the years 1974-75
and 1975-76 on works-in-progress other than those pertaining fo
strategic lines, North East Frontior Railway (Commerical), over-
capitalisation, ore lines, Jammu-Kathua and Tirunelveli-Kanya-
kumari-Trivandrum lines, new lines and P&T line wires, may be
exempted from payment of dividend for a period of three years.
This recommendation has since been approved by Parliament.

5.80. Having regard to the difficult financial position of the Rail-
ways and also taking into consideration the long period of contruc-
tion/gestation of Railway investment in general, the Committee
recommend that 50 per cent of the outlay on capital works-in-
progress, other than those specified above, may continue to remain
exempted from payment of dividend for a period of three years in
each case, during the entire period of the Fifth Plan i.e. 1974—79.



CHAPTER VI
OTHER SOCIAL OVERHEADS

6.1. The Financial Commissioner for Railways, in his Memoran-
dum submitted to the Committee, has stated that apart from the
social burden losses that can be attributed fo certain types of goods
_and passenger traffic, the finances of the Railways are burdened
-turther by substantial expenditure on medical facilities, subsidised
housing for railwaymen and educational benefits provided to the
employees or their dependents. Besides, the Railways incur the cost
of maintenance of Railway Protection Force as well as bear a part
of *he expenditure on police deployed by State Governments on
“order” duties. Expenses under all these heads amounted to
Rs. 47.42 crores in 1870-71; by 1974-75 they have risen to nearly
Rs. 77.68 crores.

6.2. The overall expenditure incurred by the Railways under
these miscellaneous heads year-wise, since 1970-71 has been as
follows:

(Rs. in Crores)
1970-71  1971-72  1972-73 197374 1974-75

1. Health, Medcial and

Welfare Services. 18- 87 2035 2r°22 26-77 33'53
3. Rail Protection Force,
Ord::%olice, 15°SS 17-07 18- 44 21° 42 27+62
3. Subsidised houysing ﬁor
employees. . 10.00 10.60 11.00 11,00 11.30
4. Educational assistance to
railway employees® children  3-00 3-00 3-28 3°43 5-23
TOTAL 47" 42 §1°02 53:94 62:62 7768

A.—Health, Medical and Welfare Services

6.3. Indian Railways have a full-fledged Medical Service, manning
a net-work of hospitals and health units, providing medical and

148
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health facilities to the Railway employees and their families and
-dependents,

6.4. Health Services on the Railways cannot be considered a social
,burden on the Railways because under Rule 916 read with Rule
102(7) of the Indian Rajlway Establishment Code Vol I, it is the
obligation of the Government of India in the Ministry of Railways
to provide free treatment as is required by an employee, his family
members and the dependents. The only difference in the method
.adopted by the Railways and other Ministries of Government of
India, who also have similar provisions in rules for free medical
treatment to their employees, families and dependents is that on
the Railways, this treatment is given through the Railways’ own
Medical Department while in the case of other Ministries, it is done
through the State/other Government Hospitals/recognised private
practitioners/other recognised private hospitals etc. or reimburse-
ment is made for the treatment given through these agnecis.

6.5. The beneficiaries on the Railways include the regular em-
ployees numbering about 14 lakhs and their  family members,
-casual labour numbering another about 3 lakhs and licensed porters
at Railway stations numbering about 0.5 lakhs. The total amount
spent on Health & Medical services on the Indian Railways 1is
-about Rs. 21 crores in 1972-73, the amount spent per employee
~coming to Rs. 165/- per annum.

6.6. The amount booked as total expenditure under medical and
health includes the following items of expenditure on:—
(i) Treatment of the beneficiaries as stated in para 8.5 above.
(i) Enforcement of Food Adulteration Act for Passengers.

(iii) Inspections under Factories Act, Workmens' Compensa-
tion Act connected with Railway Workshop, i.e., in short,

Industrial Hygiene.

(iv) Treatment of retired railway employees under the Retired
' Railway Employees Contributory Health Scheme.

(v) Environmental sanitation of the railway colonies.

(vi) ‘Environmental sanitation of railway stations, Goods
: Sheds Yards, approach roads, etc

fvii) Expenditure on maintenance of Accident Relief Equip-
ment, training in First-Aid obligatory under the law and
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such other inspectionﬁ'étc. required to keep the Accident
_. Relief machinery trim and upto date at all times.

(viii) Certification of sickness and fitness of the employee:’; for-
the administrative requirements.

(ix) Medical xamination of employees on appointment and
during service to ensure safety in working.

(x) St. John Ambulance Activities. .

8.7. It will be seen from the above that items (i), (ii) and (iii)
are covered under statutory requirements. Rest of the items are
administrative requirements of the Railways, Even if the health
requirements of the Railway employees and families were to be
looked after by the States, a part of the existing organisation will
still be required for the administrative requirements of the Rail-
ways, as the States or even the Ministry in the Centre will not be
in a position to take over these diversified and specialised functions.

6.8. The question whether it would be judicious to adopt the
system of reimbursement as is followed by other Ministries of
Government of India with regard to fulfilling the statutory require-
ments of providing free treatment to the employees, families and
eligible dependents has not been subjected to a detailed examina-
tion by the Minis‘ry of Railways. It is understood that there has
been misuse of the re-imbursement facilitics elsewhere and even
the P&T Department are thinking of setting up a network of health
units for their employees.

6.9. For reasons of economy, there has been a freeze on creation
of posts now for many years and this ban has been extended further.
Practically no new works have been undertaken. However, there
has been a steady rise in the expenditure on Health and Medical
facilities on account of the following:—

(i) Increase in the cost of (a) 'staff, (b) medical stores, (c)
drugs.

(li) Increasing illness among population due to malnutrition;

(i) With advances in science, it is possible to save many
more lives, but such crippled people as with diabetes,
high blood pressure, heart disease, etc. who do not die,
continue to need medical attention and medicines.
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(iv) Creation of facilities and posts, even though small in num-
ber, under pressure. : -

6.10. In order to obtain the optimum utility of the existing assets,
under the existing circumstances, Indian Railways pioneered a
course in Quantitative Management Techniques in the Railway
Staff College, Baroda in January, 1974. At this course, twyp senior
Medical Officers from each Railway were trained. Railways have
now been asked to utilise thelr services to train others and to adopt
the various techniques in the Hospitals,

6.11. Looking back over years, it is found that even before these-
s~fentific methods were utilised, this Department has absorbed a lot
of additional work by bringing in improvements by intuition and
commonsense methods. For example, even though the number of
Safaiwalas over the last two decades has not increased, the work
of cleaning the number of Railway quarters which was only 3.2
lakhs in the year 1951-52 and which has increased to over 5.3 lakhs
in 1971-72, has been done without any additional staff. This is not
to take into account the additional stations, larger buildings, con-
course waiting halls, goods sheds etc. that have been added over the
same period whose cleaning also depends on this force. Similarly,
the medical services have made an improvement both in quality and
quantity over these years. The number of health units and beds
has increased, so have the standards of services as also the number
of beneficiaries, which has also doubled during the past decade or
more. The increase in the health care staff has not been pro-
portionate,

6.12. Asked about the position pravailing on Railwavs abroad in
regard to provision of medical facilities to their staff, the Ministry
of Railways have stated that no such information ic available in the
Health Directorate of the Ministry of Railways or in the Ministry
of Health. It is also neither available with WH.O. nor with the
U.IM.C. (In‘ernational Union of Railway Medical Services).
U.ILMC. has information about its membcr Railways, which are
mostly European Railways. Other than the European Railways, the
‘Members of UILM.C. are Japan Zaire etc.

8.13. From the indirect information avah.ole as a result of lite-
rature studied and reports and also through U.LM.C. deliberations,
it 13 seen that the pattern differs between the developed and the
‘under-developed countries, In the European cou..tries, the Railways
maintain an expert group of medical officers who are not concerned
Wwith the tredtment of the employees so far as routine ailments are
.concerned. Thair organisation looks after the administrative depart-
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ment, besides research and development with regard to design of

coaches, locomotives, signal panels, factories and other workshop

situations. In all these nations, the routine health care is looked after
. by the national health services. The same applies to Japan.

6.14. With regard to undeveloped countries, no definite informa-
tion as such, is available except that in Pakistan the pattern of health
services is the same as ours. In Burma, perhaps, it is so as their
Medical Officer, who had to ultimately take over as Chief Medical
Officer of Burmese Railways, was sent for training with the Indian
Railways, and it is understood that he went back and organised
Burmese Railways on that basis.

6.15. Asked about the position prevailing in regard to medical
facilities for the staff of Posts & Telegraphs Department and other
major civil departments of the Government of India and Public
Undertakings, the Ministry have stated that the practices prevail-
ing are not uniform. The most common practice is for the em-
ployees of the Central Government other than the Railways, to
obtain medical treatment through the recognised hospitals of the
State|local bodies|philanthropic missions and other organisations.
The Contributory Government Health Scheme which covers the
Central Government employees is available only in selected cities.
The contribution is made by the Ministry and the employees. In the
year 1972-T3 the contribution made by about 2000 employees of the
Ministry of Railways covered under C.G.H.S. was about Rs, 48,000
ie. Rs. 24.00 per head. The Railway Ministry paid Rs. 3,60,000 i.e.
Rs. 180/- per employee, in addition, making a total per capita ex-
penditure of Rs. 204/- per head per annum. As against this, on the
Railways, the per Capita expenditure including the expenditure on
various administrative needs of the Medical Department for the
‘same year has been only Rs. 165|- per annum.

6.16. In regard to the employees of other Departments who are
entitled to reimbursements, the figure for reimbursements worked
out per employee is not available. However, it became apparent in
some of the Coordination Meetings where representatives of P&T
and other Departments were present that there has been misuse
of the re-imbursement facilities and they have been generally un-

- happy with the arrangements. The P&T had therefore, been asking

" the Railways to take over the health care of their employees at an
_increasing number of stations, They have also. decided to set up a
net-work of Health Units for their employees.
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6.17. With regard to large Public Sector U i
‘ . ndertakings like
:.Hw.EL, H.mdustan Steel Limited, etc., many of them have got
; own whole-time Health care arrangements, i.e. Hospitals,
:?::l t:taf; etc. Ir;fl?rmation regarding their per capita expenditure
who are entitled to treatment und
readily available. under thelr rules, Is not

6.18. The expenditure incurred by the Railways during each of
th;: last five years on health and medical services on the Indian
Railways is as under:

1969-70 16'8

1970-71 18- 5§
1971-72 2013
1972-73 239
1973-74 . 2307

~ 8.19. The amounts indicated above also include the cost incurred
by the Health Department on the Railways on administrative func-
tions administered through the Department, as under:

(i) Medical examination of candidates on appointment.

(i) Medical examination of employees during service to
ensure safety in working.

(iii) Enforcement of Prevention of Food Adulteration Act for
passengers. ..

(iv) Maintenance of Accident Relief equipment, etc.

railway

(v) Environmental sanitation in railway stations,
colonies, goods sheds, yards, approaches, etc.

(vi) Certification of sickness and fitness of the employees for
the administrative requirements.

Sharing of Expenditure:
6.20. As on date, the Central Government is committed to provide
total health cover to their employees, family members and depen~
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.dents, including railway employess. Though Health is a State sube
ject, the State Govennments have not yet taken over the re-ponsi.
bility of total health. If the Railways were not to prov.de the medi«
cal and health facilities by themselves-to the railway beneficiaries;
the expenditure incurred by their employ2es will have to be re-im=
bursed to them. Th re-imbursement cos: might be more than the

expenditure incurred by the Department on the services prm;ﬁleq
by them. o ' ' ’

B. Railway Protection Force, Order Police etc.

6.21. The Ministry of Railways have stated that the Railways
have also to maintain the Railway Protect'on Force (R.P.F.) for
the protection of railway assets and property and meet a part of
the expenditure on police deployed by the State Government on
‘order’ duties, crime prevention, maintenance of law and order.
‘The protection of property against criminal and lawless acts is a
function of the State and railways' expenditure thereon, therefore,
classifles as social costs incurred by the Railways.

6.22. The Committee desired to know whether the Railways were
will'ng to transfer the function of protecting railway property and
@ssets to the State Governments. The Ministry of Railways have
stated in a written reply that the Railway Protection Force is intend
ded for the better protection and security of Railway property. As
vast assets of Railways scattered all over the couniry are necded
to be safeguarded and in addition, the goods entrusted to the Rail-
ways for transport|carriage are also to be protec.ed and kept in
safe custody, it becomes essential for thc Railways to have an
agency for providing adequate protection to the same. Any damage
to or theft of Railway property directly atfects the train operation.
The Railways being a commercial concern cannot afford t> hand
over or entrust the safety|security of their property to the State
Police over which they have no control. Such an agency should
obviously be answerable to the Railways who have to bear the ex-
penditure for the same,

C. Housing Faclities
Policy for provision of Staff Quarters

6.23. It has been the policy of che Railways t> provide houses on
a prcgrammed basis to such of the ‘essential’ catogory* staff as are

., *The term *‘essential category” of staff for the purrpose of allotment of quarters, deno*es
$taff who are directly connected with the operation of Railways and/or whose presence near
the site of work is absolutely essential such at running staff, other trans | reaff (Scatidn
Masters) etc., certain categoriés of engineering, electrical and mechanical staff, medical
staff, etc., (The above categorisation is illustrative but not exhsustive.)
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likely to be called on duty at any odd hour during day and night and
also to those other staff who have to reside at way-side stations
and other places where housing presents dificulty on account of
absence of private enterprise. Among the es:ential staff, preference
is given to running staff, with a view to ensure safe and punctusal
running of trains, by earmarking for them 50 per cent of the funds
available every yearsfor the construction of staff quarters.

Methods of financing consttuction of steff quarters

6.24. The present rules of allocating expenditure on staft quar-
ters are as under:

6.25. The expenditure incurred on construction of quarters for
‘the gazetted officers is charged to Capital.

6.26. The quarters for non-gazetted staff are mostly charged to
Development Fund, except where the cost of group of quarters is
less than thé new minor work limit of Rs, 25,000 when the expen-
diture is allocated to Open Line Works Revenue. Land in all cases
is charged to Capital.

Quarters built during the Plan Periods and the housing positon
6.27. The details of quarters built and the amount spent under

the Plan Head ‘Staff Quarters’ during the Plan periods are gived
‘below:—

Total Amount
No. of spent under
quarters the Plan
Built Hes 'StaT
Quarters®
(Approx)
. in
rores)
T 3 3
J Plan -
(3951-52 to 1955-36) . . . . . . . . 38,703 notmwm-
. shle.
‘11 Plan 800
1 (1956-57 to1960-61) . . - -+t 57,803 3%
111 Plan . ‘ "
" (1961-62 t0 1965-66) . . . . . 71,870 44

. Asiinugl Plans ' oo
(1966-67 to 1968-69) . . . . . . . 25,529
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b4 2 3
1V Plan (Rs. in Crores)
(1969-70 10 1973-74)
1969-70 . 6,257 608
1970~71 . . . . . . . 6,470 619
9172 . . ... “. 8108 612
1972-713 . . . S000@ 6°19
(Revised)
197374 . . . . 6,000@ .
Budgeted)
ToraL . . . . 28,92s@ 32°1§

@(i) Figures assumed. .

(ii) In addition to the above, a sum of about Rs. 1° 50 crores annum is s,
on staff quaneueoveredundcrdiﬂ'emtuchemas per pen

8.28. The Ministry of Railways have stated that the total num-
her of quarters available for Class IV, Class III and Staff Officers
are as indicated below:—

Particulars to staff Number of quarters % age
{approx. as on bo
31-3-72
Class IV . . . 3- 180 lakhs 40
Class 111 . . . 2:05$ lakhs 34
Officens . . . .05$ lakhs 64
ToTAL . . . 5,290 38

6.29. As regards the allocation of funds for the Fifth Plan
period the Ministry of Railways have stated that an outlay of
Rs. 40 crores, including Rs. 10 crores under D.R.F, for replacement
of old quarters, has been provided under the Plan Head ‘Staff
Quarters’ in Ralways Fifth Five Year Plan. Distribution of this
outlay as between staff quarters for officers, non-gazetted staff,
essential and non-essential, has not been made. However, orders
exist that 50 per cent of the total allotment under the Plan Head
‘Staff Quarters’ should be utilised for construction of quarters for
the essential running staff. Construction of quarters for officers
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and other categories of staff are programmed annually by the
Railway Administration keeping in view the policy laid down for
the same and according to relative urgency and justification at
different stations.

6.30. The Financial Commissioner for Railways in his memoran-
dum had further stated that considering the inability of the Rail-
ways to generate surpluses for accretion to Development Fund
during the Fifth Plan period to meet even the minimum housing
programme for staff, apart from other expenditure chargeable to
the tFund (such as on Users amenities and unremunerative
operating improvements), the question of source of financing of
expenditure on staff quarters was being examined by Government.

6.31. The Committee enquired whether any decision has since
been taken in the matter. The Ministry of Railways informed the
Committee that the Ministry of Finance (Department of Economic
Affairs) with whom the matter was under consideration, have since
concurred in the Railways Ministry’s proposal that the cost of
construction of staff quarters may be charged to Capital during
the Fifth Plan period, dividend on such capital being payable only
if the Railways have surplus after discharging other dividend
obligations.

6.32. Explaining the financial implications of the proposal, the
Ministry of Railways have stated that in accordance with the pre-
sent allocation rules, while the cost of quarters constructed on
replacement account is debited to Depreciation Reserve Fund, that
on additional account for gazetted officers is debited to Capital, and
in respect of non-gazetted staff to Development Fund, except where
the cost of a group of quarters is less than the new minor work
limit of Rs. 25,000/- when the expenditure is allocated to Open

-Line Works ‘Revenue’,

6.33. During the IV Plan period against an outlay of Rs. 31.42
crores, incurred under Plan Head “Staff Quarters” the expenditure
under D.F. was Rs. 24.41 crores, which works out roughly to 80 per
cent. Out of an allocation of Rs. 40 crores for V Plan, Rs. 30 crores
ic earmarked for additional quarters and Rs. 10 crores for replace-
ments. Out of this Rs. 30 crores for additional quarters, a sum of
about Rs. 25 crores is expected to be spent from out of Develop-
ment Fund. If the proposal to change the allocation from D.F. to
Capital is accepted, the burden on Development Fund would be re-
duced to this extent, and the whole amount allocated to capital,

1167 LS—11.
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which would he free of dividend liability so long as Railways do
not have a surplus after discharging their dividend obligations. Fur-
ther, when the Railways have no surplus, as in the last decade, the
requirements of Development Fund are met by loans frem General
Revenues on which interest liability accrues. Under the present
proposal this would be obviated so long as the Railways are in the
red.

6.34. As regards the extent of higher outlays on building staff
quarters, it may be stated that at present there are two factors
which inhibit the accelerated pace of construction of staff querters,
ramely, unsatisfactory position of funds under D.F. and the in-
sufficient availability of allocation under the Plan Head ‘Staff Quar-
ters’. With the contemplated change in allocation, if approved by
the Conmvention Committee, one of the inhibiting factors would be
removed but adequate allocation of Plan fumds to inerease the pace
of construction of staff quarters will be still necessary. The Planning
Commission will, therefore, have to be approached for increasing
the allocation under the Plan Head “Staff Quarters’ with suitable
total increased allotment for Railways’ Fifth Five-Year Plan. The
existing provision of Rs. 40 crores flor the Fifth Plan eor Rs. 8 crores
roughly per .annum, will enable the Railways to comstruct -only
4,000 to 5,000 quarters per year which just helps to maintain the
present level of satisfaction. If this level of satisfaction has to be
improved, increased allocation of funds under the Plan Head ‘Staff
Quarters’ will be necessary.

6.35. The Committee enquired whether the Railways have for-
mulated a perspective plan for providing residential accommodation
to railway employees, particularly those belonging to essential cate-
gories. They also desired to know the measures that have been taken
to effect economy in the cost of construction of railway staff quar-
‘ters. The Ministry of Railways, in a written note furnished to the
Committee, have stated that as per the extent policy, Railway Ad-
ministration construct quarters on a programmed basis for such of
the essential staff as are likely to be called on duty at any odd
hours during day or night and thus are required to reside near
their place of work. Out of the essential staff again, preference is
given to essential running staff in that 50 per cent of the allotment
of funds under the Plan Head ‘Staff Quarters’ is earmarked every
year for construction of quarters for, this category. Quarters are
also provided for other staff at way-side stations and other places
where housing is difficult on account of non-availability of adequate
private accommodation. Quarters are being constructed annually
within the frame-work of the above policy to the extent of availa-
bility of funds. There is no other perspective plan as such,
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6.36. In§tmcmons have been issued to Zonal Railways from time
to time with a view to effecting maximum possible economy both
in the use of construction materials and techniques in building acti-
vity. Re.oem:b' .a review of the specifications being adopted for
construction of staff quarters has been made and some changes

have been suggested for adeption on Railways, taking into acoount
the local conditions and availability of materials.

Position regarding hm.l.sing of railway staff in foreign Railways

6.37. According to the information furnished by the Ministry of

Railways, the position regarding housing of railway staff in foreign
countries is as follows:—

British Railways

British Railways do not normally provide any housing to their
employees. A few tied accommodations are, however, available at
various places from Company managed days.

German Federal Railways

‘Employees of German Federal Railways are eligible for low cost
accommodation through the German Railways Building Society.
About half the Railway employees are tenants of such societies. For
allotment of acoommodation, rank and position do not play any part.

Japanese National Railways

Japanese National Railways provide subsidised housing facilities
to their employees subject to availability. Priority for allotment is
given to employees in the ‘essential’ categories. Those who cannot
be provided with the railway houses are allowed to rent private
bouses within the ceiling imposed for the various categories of staff
and the rental subsidized to the employees.

6.38. No definite information is available regarding housing in
Burma and Pakistan although presumably, the housing facilities. for
railway staff in the latter country may be similar to those provided
by Indlan Railways.

D. Educatienal assistance

6.39. The Ministry of Railways in a writtep note furn.isht.ad to the
Cammittee have .stated that although, under the Constitution, edu-
cation is a State subject and it is the responsibi}%ty of t‘he State Goy-
ernments to provide adequate educational facilities which the chil-
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dren of railway employees share in common with other citizens, the
Railways have on their own opened some schools purely as a staff
welfare measure at places where the schooling facilities provided by
the State Governments or other agencies are inadequate or totally
non-existent.

6.40. At present, 753 schools, including 3 Intermediate Colleges,
58 high/Higher Secondary Schools, 32 Middle and 660 Primary
Schools are run by the Railway Administrations. Besides, Railways
also give grantsrin-aid to privately managed schools catering to the
needs of the children of railway employees.

6.41. Where the children of railway employees are studying in
Middle, High/Higher Secondary Schools, the fees paid are reimburs-
ed by the Railways. Educational assistance is also given to the em-
ployees for children educated at outstations due to non-existence of
schools of requisite standards at the place of their posting. Rail-
ways have also established fourteen subsidised hostels in major
linguistic areas where board and lodging at subsidised rates are pro-
vided to the children of railway employees. 1150 scholarships in
addition to those continuing from previous years, varying from Rs. 15
to Rs. 70 per month are granted every year for Technical Education
of the children of Railway employees out of staff Benefit Fund,
which exists on the Railways and production units.

Expenditure incurred by the Raikoays during the past five years on educational facilities.

enditure
Year ofm mc;:::;
1969-70 . . . . . . . . . . . . 3:2§
1970-71 . . . . . . . . . . . 3:61
1971-72 . . . . . . . . . . . . 3:87
1972-73 . . . . . . . . . B . . 4:03
1973-74 . . . . . . . . . . . ¢33

Suggestions regarding the manner in which the Gonernmant can share expenditure
on these stems.

6.42. Under the Constitution, Edlucation being a State subject, the
expenditure incurred by the Railways on running the schoo}s should
normally have been borne by the State Governments. It will, there-
fore, be appropriate if the same is reimbursed to Railways by the

Government,
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6.43. Opemng of more Central Schools in Railway colonies by
the Kend1:1ya Yldyalaya Sangathan under the aegis of the Ministry
of Education will considerably lessen the burden on the Railways,

6.44. The Committee obsery_e that the number of railway staff
has gone up from 9.14 lakhs in 1950-51 to 14.31 lakhs in 1973.74 ie.
by 56.5 per cent whereas the wage bill has shot up from Rs. 114
crores to Rs. 570 crores i.e. by over 400 per cent during this period.
The cost per employee has gone up from Rs. 1,263 to Rs. 4033 during
the last 23 years ie. by 208 per cent. In the year 1973-74, the Rail-
ways are stated to have spent Rs. 41 crores on provision of health
and medical facilities, subsidised housing and educational assistance
to children of Railway employees besides Rs. 21.42 crores on the
Railway Protection Force and Rs. '56.29 crores towards concessional
travel facilities to their staff by way of passes and privilege ticket
orders. Thus the total cost of staff including various facilities and
benefits provided to them amounted to Rs. 688 crores constituting
about 63 per cent of the total working expenses (Rs. 1082.78 crores)
of the Railways including depreciation and miscellaneous expenses.

6.45. While it is true that expenditure on provision of health,
medical and educational facilities and on the Railway Protection
Force should normally be a charge upon the revenues of the State
Governments as all these are State subjects, it would be too much
to assume that the latter with their tight financial position would pe
ordinarily willing or able to undertake these responsibilities at least
in the near future, On the other hand, as is well known, the Central
Government have been advancing loans and grants to the State Gov-
ernments to finance the Plan expenditure under these heads besides
directly running a number of institutions providing such facilities.
Moreover, leading public undetrtakings provide similar facilities/
amenities to their staff. The Committee, therefore, consider that as
things stand at present, there is no case for the Railways to be
treated on a different footing in this matter. The question of any
re-imbursements on these social overheads would not, therefore,

arise,

6.46. On the other hand, the Committee share the view of various
kno wledgeable persons that the Railways are ?verstnﬂed. They
would, therefore, like to emphasise the imperative neefl to effect
economies in this direction, They would urge the Railways to
undertake extensive work studies in their various ﬁelfl and head-
quarters organisations at all levels with a view to achieving economy
consistent with efficiency. It is also necessary that the staff, parti-
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cularly the supervisory staff, are made cost-conscious. This sheuld

not only form part of their training programsne but their perfor-
mance should be judged on the basis of their sweeess in achieving
best results at minimum cost.

6.47. So far as the question of financing the comstruction of staff
quarters is concerned, the Committee agree with the Railways’ sug-
gestion, concurred in by the Ministry of Finance, that the cost of
construction of staff quarters may be charged ¢o Capital during the
Fifth Plan period, dividend on such capital being payable only if
the Railways have surplus after discharging other dividend obliga-
tions.

6.48, The Commitiee would like to stress that while the Railways.
should make earnest efforts to provide quarters to all the staff,
they should give priority te essential categories of staff. The Com-
mittee urge the Railways to prepare a perspective plan for construe-
tion of quarters so that within a specified period of time, the staff
falling in essemtial categories and other low-paid staff are provided
with railway quarters. Im drawing up the plem, Railways should

give priority to construction of quarters in places and areas where
other accemmedation is net available,

6.49. Tiie Conmittce would also urge that the Raillways should
adopt modern cost saving techniques in construetion so that the cost
of- comstouctien of guarters is kept low. For this purpose, the Rail-
ways should evelve snitable architectural desigms of low-cost houses
is consmitation with the Ministry of Works amd Housing, the re-
semoch iastitutions engaged in this work, the Public Sector Corpora-
tioms, particularly the Life Insurance Corporation, the Dethi Deve-
lopmsent Awthority and other leading bodies in the Centre and States
ote. whe have cemsiderable experienece of providing lurge scale
homsing. As far as possible, the representatives of werkers may also
be comsulted in this regard.



CHAPTER VII
CONCLUSION

7.1. In conclusion, the Committee like to observe that they have
recommended inter-alia the following:

)

Gevernment should evolve a financial arrangement in the
light of findings of the costing study of the ecenomics of
operation of varions classes of travel in consultation with
the Ministry of Finance and Comptroller and Anditor Gene-
ral whereby the Railways are compensated in some equi-
table manner for unavoidable losses that they incur onm
Second Class passenger traffic only (vide paragraph Ne.
2.45).

(ii) The entire question of subsidising the Railways so as to

(iii)

cover the unavoidable losses on passenger traffic, suburban
as well as non-suburban, should be remitted to a high
powered Committee Comprising the representalives of
the Ministries of Railways, Transport, Finance, Comptrol-
ler and Auditor Generai, the Stale Governments and local
authorities concerned, and that Committee might he en-
trusted with the task of working out a practicable finaneial
arrangemend to subsidise the Railways keeping in view
the practice obtaining in Britain, France, West Germany
etc. in this behalf (vide paragraph No. 2.68).

While the various travel concessions to students and other
categories of personnel (estimated to be of the order of
Rs. 13 to 18 crores per annum) may continue, the Railways
may be reimbursed the cost thereof through a suitable
financial arrangement to be worked out by Government in
that behalf (vide paragraph No. 2.41).

7.2. The Committec wish to point out that the social burdens on
th~ Indian Railways are not a new phenomenon and in spite of bear-

ing such

obligations the Railways were showing surplus till 1965-66.

The Committee are of the view that there is still a vast scope for
improvement in the Railway planning and operations. The Railway
planning has been unrealistic over the last two plan periods, While
heavy investments in augumenting capacities were made according

161
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to the forecasts of freight traffic, there was a wide gap between the
traffic forecasts and their actual materialisation. This resulted in
marked increase in the dividend liability arising out of heavy invest-
ments without corresponding increase in traffic earnings. This under-
scores the need for observing utmost circumspection in the matter
of making further investments on the Railways (vide paragraph Nos.
1.140 and 1.141).

71.3. The Committee also consider that the Railways will have to
look within and find out what more they can do for the trade and
industry and the public at large to earn their good-will rather than
what the public revenues can do for them, The Committee urge the
Railways to streamline their functioning and manage the operations
in such a way that they are looked upon as the most economic, com-
petitive, efficient and reliable mode of transportation in the country
(vide paragraph 1.142). The Committee need hardly stress that the
Rai.ways as the premier undertaking in Government sector should
play an effective and leading part in the implementation of the
programme for development announced by the Prime Minister. Some
signs of improved performance and earnings on the Railways are
already visible. The Railways should redouble their efforts to attract
and move more and more traffic by efficient use of their resources so
that they snap back to the position of 1965-66 when they had surplus
after meeting all the social obligations,

.

7.4. The Committee consider that Government should take an
overall view with reference to (i) the financial position of the Rail-
ways as revealed in the Balance Sheet and the Profit and Loss Ac-
counts and (i) their liabilities, obligations and responsibilities not
only in relation to payment of Dividend to the General Revenues
but also the position of the balances in the Development Fund, Re-
venue Reserve Fund and the Depreciation Reserve Fund and then
determine a reasonable quantum of relief to be afforded to the Rail-
ways which, in any case should not exceed the amount borrowed by
the Railways from the General Revenues. The actual relief to be paid
to the Railways shouid be clearly indicated in the Budget documents
with necessarry supporting data and details so that Members of
Parliament have adequate opportunity to go into it before it is
approved.

7.5. The Committee would like to emphasise that whatever sub-
sidy or grant is ultimately decided upon, should only be given to
make good unavoidable losses after ensuring that the Railways also
improve their performance and efficiency and effect all possible
economies in their operation, The subsidy should in no case dilute
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the financial discipline imposed on the Railways nor place a premium
on inefficient service and make the Railways complacent about their
responsibility as the sole rail carriers to provide more efficient and
economic service to the public at large (vide paragraph No. 2.69).”

New DeLhr;
October 30, 1875 B. S. MURTHY,
Kartika 8, 1897 (8) Chairman,

Railway Convention Committee.
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APPENDAX 11
(Vids para 1-88)

Quantum and earnings of selected high-rated Commodities

Year Quantum Eernings

. (in million (in Crores

tonnes) of Rupees)

*1969-70 . . . . . . . . . 131 109°7
*1970-71 . . . . . . 13°§ 118§
J1971-72 . . . . 11'°4 104'8
1973773 . . . . . . . . . 13 1059

197374« .+ . e e e e 10'§ 96.9

*Fi not comperablewith those of the -succeeding years due to changes made in the
the Iist of commodities. These figures included POL and Fireworks, which were deleted

from the Hetin's i rs. Imstend, Rubber raw, cycle and cycle parts, Hemps, &
o e Marbioware NOG were included » Tlemph
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APPENDIX IIt
(Vide para 4-18)

Statement showing the action taken by Government on the recommendations contaitned in the
Report of the uneconomic Branch Lines Committee

Recommendation|conclusion Action ‘taken

4. In making estimates of loss, the It has been decided that in considering this re-
interestelement should not be taken ~ commendation distinction kas to be made bet-
into acocount, as laid down in Para ween estimate of loss in working a branch
846 of the Railway General Code. line and evaluation of loos that will be saved by

closing down an unremunerative branch line.
In the case of the former estimate which is
done to find out the net financial result of

a branch line, interest on capital,
which 1s a cash-owt-flow paid every year, must
be reckoned as a part of expenditure on the
same lines as the contribution to the Depreciation
Reserve Fund and revenue working expenses.
In the latter case, however, when a review is
made to evaluate the savings which will accrue
as a result of closing of an unremunerative
branch line, gain due to interest on the capital
cost not being paid, may be ignored to the
same extent as loss dug to interest on the balance
under D.R.F. becomes less and as otherwise
relevant to the particular case. This is gener-
allyindicated in para 846-GI.

The Railway Convention Committee 1971, has
recommended that the capital at charge on the
unremunerative branch lines should be exempted
from payment of dividend. Hence instructjons
have been issued that loss to the Railway should
be estimated without adding the dividend on
capital at charge. However, proforma loss
inclusive of dividend should also be workes
out to assess the loss to the national exchequer.

s. The formula adopted by certain As it is a very complicated subject, the obscrva-
Railways in estimating mainline tion is being thoroughly examined.
earnings, does not bear scrutiny.

6. In the division of goods ecarnings Instructions have been issued to thd Zonal Rails
between main line and a branch line ways.
the procedure should allow for a
credit for terminalsto the end Rail-
ways.

166
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7. In arriving at the expenscs of & Accepted, subject to the provision that such
branchline, by pro rata calculations, expenditure as is incurred solely on account
expenditure notrelevant to branch of the branch lines should be wholly debited to
lines, should be excluded, as far as its accounts. Instructions have been issued to
possible. the Zonal Railways.

.

8. In estimating the share of joint According to the existing instructions, all items of
iexpenditure to be attributed to a expenditure which are directly allocable to the
branchline, a percentage only of branch line, are so allocated and joint expenses
the expenditure should be  taken are divided in the ratio of total expenses directly

as under :— allocated to the main line and  branch line.
This method of apportionment already takes

Head of account Percentage care of the factors mentioned by the Committce,
such as lower standard of construction work of

A—-II . . . 40 the branch line, engine being small cte.  There

is not need to give any further unintended

B—-II . . . . 8o benefit to the branch line by adopting the

variability factors suggested by the Committeee,
(o= § S .

C—III . .

9. No part of expenditure falling under Exclusion of the expenditure falling under General
General Administration should be Administration would mean exclusicn r:ot only
apportioned to a branch, unless the of the cxpenditure incurred in  the District
“branch” is an extensive system. Divisional and Headquarters offices but also

of the expenditure on Inspectors and Super-
visors and the associated Class IV establishments,
This would be repugnant to the concept of
fully distributed cost as accepted in Tarflic
Costing. On these considerations the recom-
mendation has been accepted.

Yo. The instructions in Paras 844, 845 The issucs involved being cc mplicated, the re-
and 846 of the General Code, commendation is being examined in detail.
should be elaborated, so that a
correct and unifom procedure is
followed by all Railwaysin estimat-
ing losses.

. sttrained Cost Accountanis ‘Treffic costing is a highly specialiscd field requir-
. chi:;gi:tadicd to the Costing Cell  ing staff possessing intimate krowledge of
of the Railway Board. railway working, especially operation, ccmmer-
cial, accounting and statistics. A Cost Accoun-
tant trained in the general method of Cest
Accounting without any experience of railway
working would not be suitable for traffic cosing
on Railways. Therefore the method followed

is to sclect staff having sufficient background
of the subjects of accounting, statistics ard
railway economics as well as adequate railway

expericnce. It has been decided that suc
selected in costing techniquesin railway colleges

schools.

12. Branch lines should not be looked There is no doubt thsl c;’ter}' lin;‘i.:ht:::;;i 3;1 :
' in i i s part of an  part of an intcgrated system. )
ntes 1s:>l;tmar;1£;1;, :ys‘:em. the performance and ecorcmics of cach hr:mh
ntegratec ¥ line have to be scparatcly reviewed. It is ,how-
ever, a different matter whether, as a result of
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13. Bven though a line may be lasing,
we must look at the economic
purpose it is serving to an area,

14. The postponement of praper main-
tenance and replacement of stock
have themselves reaulted in -dete-
riogation of service, which, in tun,
hasconteibused ro loss of revenue.

15. We observe that  sometimes con-
version of crossing stations into
halt stations is opposed, as this
involves loss of telegraph facilities.

16. The directive that Railways should
encourage ‘Development of Rosd
Transport Service on routes paral-
lel to .uneenumerative lines should
be cancelled.

17. An examination should be made
whether the charges for goods
traffic .on narrow lines can
be appropriately enhanced.

18. State Governmonts who feel strong-
ly on the closure of Branch Lines
should take a more active part in
ensuring better rail road coordina-
tion.

19. Wagon stock should be augmented
and timely supply of adequate num-
ber of mgonufglmmed. it

20. Supply of matching stack at trans-
s‘ll:tppment points be arranged on a
preferential basis, to avoid delays in

transhipment.

21. Attention should be paid to adjust-
ing train timings to suit local needs
and to ensure proper connections
with main line trains.

22, Passenger scrvices should be fre-
quent and for this purpose diesel

this review, it is decided to rctain or dismantle
the branch line on other relavant considerations.

The observation has been roted.

‘The observation has been noted with the remarks
that the pace of replacement of stock was kept
slow because of the uncertain future of the nar-
rew gauge lines which were then considered
-either for closuse.or for conversion to a bscader

e. Now replacement of narrow gauge
ha been planned.

The observation has been noted.

Accepted. With the implemetation of Recom-
mendation No. 37 that efforts should be made
to attract more gocds trefic, tthe directve
stands superseded.

Accepted. The matter as been exemined but
‘firal decision thas not yet been taken as it in-
wolves a major departure from the resent
policy of charging freight on through’distance
basis irrespective of gauge.

The Ministry of Shipping and
forwarded this recommendation

Ministry of Shipping and Trmangport to the
State Governments and Union Territory Ad-
- ministrations. 'The .implementation hgs to be
<dane by the State Govermments.

Awgmentation of the stock has been duly planned.
9}'5 mely supply of wagons is ensured es far as
possible.

Instructions already exist that preference should be
.given to supply wagons at tranghipment points.

This recommendation is in accordance with the
accepted policy. Railways have been advised
to review the train timings in the light of its

" recommendation.

Frequency of passenger services is determined by
the pattern anc volume of traffic offering and
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?::.i l'-mlts, develop.cd by the Eastern  availability of spare line capacity.  Whether
5 Wﬁ:s’, na‘i'c most suitable for the  diesel rail car ean technically and prcfitably
1arrow gauge. replace locomotive hauled train depends cn
various factors such as pattern and compositicn
of passenger and goods traffic offering, number
of passengers travelling at one time, length of
. the section, gradients of the section comparative
cost of operation of dicsel rail car vis-g-vfs
locomotive hauled trains, etc. The Zonal
Rally\ray have been asked to makc feasibility
studies to find out the narrow gauge sections
on which diesel rail cars of the type now run-
ning on Burdwan-Katwa section of the Eastern
Railway will be suitable and economical.

23. Dieselization of motive power The observation
should be considered, particularly has been noted.
‘t;olidsccnons far removed from coal
elds.

24. A study should be made whether The study has been made. At present  machines
mechnmcnl_ maintenance of track, are being utilised on busy sections only,
even for llghtly. worked sections, where their use is essential and where greater
canlgive economics. economy and better results can be achieved.

Operation and maintenance of the machines
an these lines are yet to be established. Tt
would not be desirable to take up mechanical
maintcnance on lightly worked sections at
this stage. Besides, one of the objectives
of the Planning Policy is to enhance cmploy-
ment opportunities in the country. Mechani-
cal maintenance would reduce the employ-
ment potential.

25. The scope of economics by power 25, & 26. The recommendations have been
operation of points and signals examined with respect to their applicability
should be examined. to sclected sections on the narrow gauge.

While there may be a few sections on the

26. Possibilities of Centralised Traffic uneconomic lines of Indian Railways where
Control over lightly worked sec- resort to power-operated points and signals
tions, giving economics by way of with or without Centralised Traffic Control
staff reduction, should be exa- may result in economy by way of staff re-

mined. duction, the heavy capital outlay required
in the present junctur¢c may not warrant
resort to such methods. Further, the position
of availability of electrically opcrated points
machines and colour light signals is at present
very difficult as indigenous production is
hardly sufficient to meet the pressing demand
for the use of such cquipment on the busy
trunk and main line sections. Such improve-
ments on  uncconomic branch  lines can,
therefore, be taken up for consideration only
at a stage when the availability of such equip-
ment from indigecnous sources is sufficient
to meet not only the requirements of the trunk
routes and main lines but also of the uneco-
nomic branch lines.
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27. Greater attention should be paid For praviuon of railway users’ amenities, no

28.

29.

30.

32,

to the provision of facilities at sta-
tions on the uneconomic lines.

Where there are a number of trains
running each way, at least one
of t.hem should be made into a
fast train.

When possible, all available trains
should not be run as mixed trains
and at least one of the trains should
run as a fast passenger train.

All trains are scheduled at 10%
less than the maximum permissible
speed. Feasibility of either elimi-
nating thig or reducing this should
be examined.

.As far as possible booking of

passengers by Guards of trains
should be ducontmued and this
work arranged through halt agents.

There should be no distinction
between rural and other areas in
respect of commission to Halt
Agents, It ahtmldbeemurcdthat
even in rural areas the rate
commission yields about Rs. xso/-
p.m.

33, To ensure that txckett for disunt

34.

places are stocked by Agents,
smtable scheme should be evolved
to enable them to return unsold
tickets.

Stricter and more constant ticket
checking should be enforced.

35. On uneconomic sections, provision

of halts, even if an existing station
is less than s KMs away, should be
considered.

Uneconomic Branch lines cannot be

distinctioin is made between economic and
uneconomic lines. All stations have been
frovxdcd with basic cover over the platforms,
mprovements in the approach roads, etc.
are provided at stations taking into account
the comparative needs of various stations
subject to the a val of Railways Users’
Amenities Committee and wcordmg to avail-
m hy daﬁma" Thevided accordmg“ htl:e
sheds etc. are pro to the
actual traffic needs. The extent instructions
are adequate on the subject and no preferential
treatment to the stations on uneconomic lines
is called for.

The Railways have been advised to plaee this
re?ommendmon before the Time Table Com-
mittees

The Railways have been asked this
recommendation in view at the nme time
tabling.

As the recommendation relates to safety of trains,
it needs examination and is under
consideration.

Accepted.

Accepted. Instructions have been ssued to

the Railways that there should be no distinction
between rural and other areas in of
eommnmtobepddtotheﬂdt

commission to be paid to
ohould be fixed at a level,
not exceeding 15% w that it may yield a
commission of nbout . 150/- per month
to the Halt Agents.

Not accepted, as it may lead to malpractice on
the part of the contractors.

Accepted;

treated
in a way for opening of halts stations.
Hnlts'p::‘lopened on financial justification

except where due to non-availability of other
satisfactory means of travel, a special consi-
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deration is necessary. In fact, financial consi-
deration plays an even more important part
in the case of uneconomic branch lines.

36. Attractive special rates should bz The desirability of introducing reduced pas-

37.

38.

39.

40.

4t.

42.

quoted on uneconomic branches to
recreate a travel-by-rail habit.

There should be a vigorous drive
by contacting rail users to attract
goods traffic.

Possibility of letting out rest houses
to outsiders on a fairly high rent
should be considered.

Surplus land

out.

should b: rented

Divisional officers should carry out
fre%uent and surprise inspections
of Branch lines.

Taz public and State Govarnm:ats
should appreciate that Railway
finances are subject to a very
heavy strain and should cooperate
in making the branch lines viable.
The State Governments should
play a more active role by asking
the Regional Transport authorities
to regulate not only route psrmits

. but also timings of buses etc.

(1) The State Governments can
make a positive contribution by
using the Railways to transport
their own traffic.

(2) There should b: Comnittaes
at the Railways Zonal and Divi-
sional levels to review periodically
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senger fares is considered on sections where
Railways face keen competition and the train
services run below their carrving capacity.
Reduced third class fares are already obtaining
on several sections of the Southern Railway.
The Railways have been asked to review the
position and send their proposals for quoting
reduced fares between specific pairs of points,
wherever justified.

The recommendation is practicable only in
respect of those branch lines on which there
is spare capacity to carry additional traffic.

The possibility, as suggested, has been consi-
dered and it has been decided that there is
no need to change the existing policy of res-
tricting the use of Railway Rest Houses to
serving railway employees only. The recom-
mendation mainly arose as a result of the
Committee’s observation of poor occupation
of Rest House at Darjeeling during 1969,
This was due to the fact that there were
serious breaches on the Darjeeling-Himalayan
section on account of which train service
remained suspended for most of the time
from October, 1968 to November, 1969,
The Rest Houses at Hill Stations are pri-
marily ‘Holiday Homes’ and are generally
well-occupied during the seasons.

Thais is in aczordancs with the accepted policy.

Aczapted. This is already being done.

Tn: Ministry of Shipping and Transport have
forwardad this recommsndation to all the
State Governments. The Zonal Railways
have elso been intimated of the reference
made by the Ministry of Transport and
Shipping to the State Governments and
Union 5l‘erritory Administrations. The im-
plemsntation has to be done by the State
Governmsnts.

Noted.

Th:= object of this recommendation is to further
and ensure rail-road coordination. The ques
tion of constitution of Committees to a ev'e




the problems of uneconomic lines.
The Railway Board should annual-
ly review the working of these
committees and place copies of
such reviews on the table of both
Houses of the Parliament.

the same objective was considered by the
Committee on Transport Policy and Co-
ordination which had recommended that each
State Government should constitute a State
Advisory Transport Board consisting of the
principal agencies of a State Government
Railway, ctc. This recommendation was ac-
cepted and certain States have alrcady sct
up Transport Advisory Boards/Committees
in which the Railways are also represented.
Besides the agency of Advisory Board/Com-
mittees which have been/ are being set up
in the various States, the objectives of rail-
road coordination is also being pursued
through the Railway Directors on the State
Road Transport Corporations. Thus, ade-
quate machinery already exists at the zonal/
regional level for formulation and review
of measures nccessary for achicving the ob-
jective of rail-road coordination. The railway
representatives on the State Transport Ad-
visory Committee/Boards as well as the Rail-
way Directors of the State Road Transport
Corporations can take care of the problems
of the Uneconomic Branch Lines in their
regions through these bodies.

43. Specific sums should be set aside FEach recommendation of the Committee regard-

for carrying out the projects and
improvements suggested by us.

ing improvements in track and rolling stock
and conversion/extension/restoration of lires is
being individually examined and funds are
provided to mpﬁ‘ment the accepted recem-
mendation. There is no need to set aside
any specific sum for this purpose as such.
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The Committee observe that the financial
position of the Railways was quite solvent till
the end of the Third Plan; the net surplus shown
by them during the quirquennium 1961-62 to
1965-66 was of the order of Rs. 147 crores after
_paying dividend etc. amounting to Rs. 474 crores.
Thereafter, the position took a turn for the
worse and the cumulative deficit to the end of
1973-74 was Rs. 182 crores of which a sum of
about Rs. 124 crores was accounted for during
the Fourth Plan period. This is in spite of the
substantial relief of about Rs. 102 crores afford-
ed by the Railway Convention Committee, 1971.
The Capital-at-charge of the Railways has in-
creased from Rs. 1521 crores at the end of the
Second Plan to Rs. 3983 crores at the end of the
Fourth Plan with consequent increase in the
dividend liability from Rs. 56 crores to Rs. 171
crores (approx.) during the above period.

The Committee are greatly concerned to find
that the financial forecast for the Fifth Five
Year Plan indicates a net shortfall of Rs. 319
crores at the end of the Plan period.

The Committee also note that the losses on
social burdens borne by the Indian Railways
have risen from Rs. 169 crores in 1970-71 to
Rs. 282 crores in 1974-75 (estimated). The Rail-
ways anticipate the loss in the year 1975-76 to
be of the order of Rs. 138 crores.

173 N
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The Committee observe that the Indian Rail-
ways, like any other railway system elsewhere
in the world, are as much a commercial enter-
prise as a public utility service. This dual
character of the Railways naturally limits their
commercial freedom and gives rise to certain
obligations which, but for their public service
character, they would not have been called upon
to bear. As an inevitable consequence, the
Railways have to bear certain losses arising
out of such obligations. Such losses alone which
are distinct from commercial deficit would con-
stitute a social burden on the Railways. Losses
arising from the continued running of unprofit-
able services needed by the public or charging
uneconomic fares/rates on certain traffic in the
interest of the community at large are some ill-
ustrative instances of social burdens.

The Committee need hardly point out that
the social burdens on the Indian Railways are
not a new phenomenon and the Railways since
their inception have been bearing such obliga-
tions and that till 1965-66 the Railways, in spite
of carrying social obligations, were showing sur-
plus. It is only since then that the finances of

_the Railways have shown a steady decline and

today they are not even in a position to pay the
reasonable dividend on their capital-at-charge
without borrowing from the General Revenues.
The Committee are of the view that as a com-
mercial organisation, the Railways, which have
a separate budget of their own with an inherent
freedom to formulate their policies, should try
to put their finances in proper shape at an early
date by finding solutions to the various problems
that they face without seeking external assis-
tance.

The Committee consider that there is still a
vast scope for improvement in the Railway
planning and operations. The Committee have
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dealt with this matter in detail in their 8th Re-
port on “Railways’ Fourth and Fifth Five Year
Plans and other Ancillary Matters.” The Com-
mittee need hardly point out that the Railway
planning has been unrealistic over the last two
Plan periods inasmuch as while heavy invest-
ments in augmenting capacities were made ac-
cording to the forecasts of freight traffic, there
was a wide gap between the traffic forecasts and
their actual materialisation,  This is evident
from the fact that while a heavy investment of
Rs. 3,868 crores was made by the Railways in
the Third and Fourth Plans and in the three
inter-plan years, the traffic materialisation has
belied all expectations. While it was only some-
what higher in the first year of the Fourth Plan
as compared to the traffic carried at the end of
the Third Plan (208 million tonnes as against 203
million tonnes), there was a considerable slide-
back in the subsequent years so much so that
at the end of the Fourth Plan it was as low as
185 million tonnes against a target of 264.5 mil-
lion tonnes set initially. (This was 18 million
tonnes less than the freight traffic carried at the
end of the Third Plan.) Thus the huge deficits
incurred by the Railways are in the main at-
tributable to the steep increase in their dividend
liability arising out of heavy investments made
without corresponding increase in traffic. This
under-writes the need for observing utmost .cir-
cumspection in the matter of making further in-
vestment in the Railways.

The Committee consider that the Railways
will have to look within and find out what more
they can do for the trade and industry and the
public at large to earn their goodwill rather
than what the public revenues can do for them.
It is high time the Railways realised that it is
only the customer satisfaction that will bring
more bu ness ) them and augment their earn-

—
P
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ings. The Committee need hardly emphasise that
the Railways should take vigorous and effective
steps to plug all loopholes and prevent the
colossal loss of revenue through pilferages, thefts
and ticketless travelling. Further, while the
Railways claim that there is no shortage of
wagons there is a general complaint by the
trading and business community that wagons
are not made available in time and in adequate
number. The Committee cannot, therefore, over-
emphasise the need for making wagons readily
available to meet the genuine requirements of
the trade. Likewise, in the matter of provision
of passenger services, the Railways are stil] a
long way off in making travel reasonably com-
fortable and free from overcrowding and vexa-
tious reservation problems. It is imperative that
the Railways streamline their functioning and
manage the operations in such a way that they
are looked upon as the most economic, competi-
tive, efficient and reliable mode of transporta-
tion in the country. This should not, however, be
interpreted to mean that the Railways should be
precluded from getting any compensation for
the losses on services rendered by them in the
larger public interest such as continued opera-
tion of uneconomic branch lines and suburban
services ete.

The Committee find that most of the foreign
Railways are bearing social burdens resulting
from the operation of certain types of services,
fare and freight policies and provision of staft
amenities, The social burdens generally carried
by these Railways include losses arising from
(i) unremunerative theugh socially desirable
operations (ii) conccssional fares and freight
rates for specified categories of users and commo-
dities (iii) restraint in the matter of raising
freight rates and fares etc. to match the cost of
inputs. The Committee also note that Railways
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abroad receive financial assistance from the
concerned Governments to meet broadly the fol-
lowing social burdens:—

. (i) losses from unremunerative passenger
services continued to be operated in
public  interest (Britain, France,
Canada) and|or short distance traffic
(Germany).

(i) losses from charging uneconomic fares
and freight rates in line with Govern-

ment’s policy (Britain, Germany,
France).

(iii) Cost of operation and mamtenance of
crossings (Germany).

In addition, some of these foreign Railways
receive compensation in a number of other forms
like subsidy for payment of interest (as in the
case of German and Japanese Railways), writing
down of capital liability (as in the case of British
Railways), payment of local taxes at reduced
rates (as in the case of Japanese and West
German Railways), and subsidies to cover reve-
nue deficits (as in the case of Japanese, German
and British Railways).

The Committee consider that before any
compensation to meet the losses incurred by the
Railways on uneconomic services is contempla-
ted, it is necessary that a proper costing metho-
dology is evolved to estimate as correctly as
possible the losses incurred by them on account
of the various social burdens, The Railways in
their own interest should urgently evolve a
methodology of costing their services which
will receive an all-round acceptance and will
enable them to determine with maximum ac-
curacy the losses relatable strictly to the social
burdens carried by them.
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The Committee note that the estimated losses
on non-suburban passenger traffic which stood
at Rs. 47 crores during 1970-71 have risen to Rs.
135 crores (approx.) in 1974-75 and the estimated
loss on all the passenger services for the year
1975-76 would be Rs. 130 crores out of the aggre-
gate loss of Rs. 138 crores estimated on account
of social burdens. The Committee, however,
find that the Railways have not yet been able to
complete their coaching cost study with the
result that they have no means of assessing the
quantum of shortfall in the fares charged as
against the cost of operations, train-wise|class-
wise. In the absence of such a study, the Rail-
ways are not in a position to identify the coach-
ing services or the sections which are unremu-
nerative from the passenger traffic point of view.
The Committee are at a loss to understand why
the Railways, which have now been in the red
for several years, have taken such a long time to
finalise the coaching cost study. The Commit-
tee urge that the coaching cost study should be
finalised without further delay so that the Rail-
ways are able to identify accurately the losses
that they incur on the train services or sections
or classes of travel.

In this connection, the Committee would like
to reiterate the observations made by the Rail-
way Convention Committee, 1971, in paragraph
2.16 of their Fourth Report to the effect that
“they are averse to any losses on operation of
higher classes being met by the Railways. They
are of the firm view that travel in higher classes
must pay its way.”

The Committee would, therefore, emphatically
urge the Ministry of Railways to ensure
that the fare structure for air-conditioned and
first classes is fixed on economic basis and there
should be no question of claiming any subven-
tion or compensation for providing :cravel faci-
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lities for the relatively affluent sections of the
society.

The Committee observe that the Railways
charge concessional fares for travel to and from
hlll stations and also give concessions to
students, sportsmen, artists, Defence personnel,
blind persons, etc. The value of such conces-
sions is estimated to be of the order of Rs. 13
to 18 crores per year. The Committee recom-
mend that while such travel concessions may
continue, the Railways should be reimbursed
the cost thereof. With this end in view, the
necessary financial arrangements may be worked
out by Government.

The Committee note that with progressive
dieselisation and electrification of passenger ser-
vices, it is possible to carry, with the same assets
on the same line capacity, a larger volume of
traffic and thus earn more revenue. It has
also been claimed that coaching services would
become less unprofitable if more traffic is avail-
able on sections where trains are not fully occu-
pied or where it is possible to run more trains
within the available section capacity to meet the
commensurate unsatisfied demand. The Com-
mittee desire that Railways should take con-
certed measures for augmenting their passenger
earnings.

The Committee would in this connection like
to lay stress on the imperative need for augmen-
ting the seating capacity of passenger coaches on
which aspect the Railways have lately started
bestowing their attention. The Committee are
constrained to observe that although the Rail-
ways have been incurring losses on coaching ser-
vices for a long time, they did not pay serious
attention till recently to improve the carrying
capacity of the coaches. Had the Railways been
vigilant in the matter, it should have been possi-
ble for them to design suitable coaches or modify
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the existing coaches with the help of the RDSO.
The Committee urge that all out efforts should
be made to improve the carrying capacity of
coaches and to make them quite comfortable and
safe in order to attract more passenger traffic,
particularly long distance traffic, within a time-
bound programme, The Committee recommend
that the perspective plan as well as the progress
made in implementation thereof, should be men-
tioned in the Annual Reports of the Ministry of
Railways.

The Committee note that the passenger fares
are charged at telescopic rates. They feel that
in the larger interest of unity and integrity of
the country, the fares may continue to be charged
on telescopic basis.

It has been claimed that there is an element
of subsidy involved in the fares of 3rd class
(now 2nd class) passengars who constitute the
bulk of travelling public. The Railways have
urged that the losses that they incur as a result
of charging fares which are not economic vis-a-
vis the cost of operations should be made good
to them. The Committee however, observe
that according to the Ministry of Railways the
question of assessing the quantum of shortfall
in the fares charged as against the cost of opera-
tion, class-wise, could be examined only after
finalisation of the coaching cost study. The Com-
mittee find that the Railways in Britain, West
Germany and France have been receiving some
kind of assistance for unremunerative passenger
services. The Committee recommend that Gov-
ernment should evolve a financial arrangement
in the light of findings-of the costing study and
the economics of operation of various classes of
travel in consultation with the Ministry of
Finance and Comptroller & Auditor General,
whereby the Railways are compensated in some
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equitable manner for the unavoidable losses

thal\t they incur on second class passenger traffic
only.

.The Committee note that the Railways have
been losing heavily on suburban services they
operate in the metropolitan cities of India and
the loss on such services which was Rs, 12
crores in 1970-71 had gone up to Rs. 19 crores
in 1974-75. The primary reason for such loss is
the specially low rates of the monthly and quar-
terly season ticket fares which were introducad
by the Company Railways originally operating
in these areas as a measure of concession to the
commuters who have to travel by suburban
trains daily for attending offices, factories,
schools, colleges etc. The Committee also note
that season ticket fares have been exempted
from periodic increases in fares and that such in-
creases, if any, were only marginal. A rough
computation made in this regard by the Rail-
ways indicates that if the concessional season
tickets are withdrawn, the losses on suburban
services would be more than covered without
entailing any reduction in the volume of traffic.
Alternatively, if the suburban fares (including
concessional season ticket fares) are increased
more or less to the level of bus fares, the losses
would be eliminated. The Committee under-
stand that a detailed assessment in this regard
is, however, yet to be made. The Committee
further note that the British and French Rail-
ways receive grants from their Governments
for unremunerative passenger services which
meet a social need. Likewise, the West German
Railways receive federal grants to cover losses
on short distance passenger traffic.

The Committee are of the opinion that it is
the responsibility of the State Governments,
local authorities, public and private sector
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undertakings and other major industrial and
business . concerns to provide residential accom-
modation to their employees (who form the bulk
of commuters) near their place of work or, in
the alternative to provide them suitable trans-
port facilities. It is obvious that if the offices,
industries etc. and residential colonies are
rationally located, the burden on transport
would be minimum. The phenomenal increase
in suburban traffic is a pointer to the fact that
no integral planning has taken place in this
vital sphere. It is only as a legacy of the olden
company days that the Indian Railways continue
to carry this ever-increasing burden. The Com-
mittee agree with the contention of the Minis-
try of Railways that the continuous deterio-
ration in their financial position since 1966-67
has now brought them to a stage when it is no
longer possible for them to bear the losses on
suburban services. The Committee consider
that it would be only equitable if the losses on
this account are pegged to 1965-66 level—the last
year in which the Railways earned a surplus
and whatever losses are incurred over and
above that level should be borne by the State
Governments, local authorities etc. on an agreed
basis. At the same time, the Committee realise
that a proposal like this bristles with difficul-
ties in the present situation when the finances
of the State Governments and local authorities
are none too happy. The Committee. therefore,
recommend that the entire question of subsi-
dising the Railways so as to cover the unavoid-
able losses on passenger traffic, suburban as:
well as non-suburban, should be remitted to &
high powered Committee comprising the re-
presentatives of the rMinistries of Railways,
Transport and Finance, the C. & A.G., the State
Governments and local authorities concerned.
This committee may be entrusted with the itk
of working out a practicable financial arrange-
ment to subsidise the Railways keeping in view
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the practice obtaining in Britain, France, West
Germany etc. in this behalf.

'I:he Committee would once again emphasise
that whatever subsidv or grant is ultimately
decided upon, should only be given to make
good unavoidable losses after ensuring that the
Railways also improve their performance and
efficiency and effect all possible economies in
their operation. The subsidy should in no case
dilute the financial discipline imposed on the
Railways nor place a premium on inefficient
service and make the Railways complacent
about their responsibility as the sole rail car-
riers to provide more efficient and economic ser-
vice to the public at large. The Committee con-
sider that it would be but appropriate that both
the detailed basis and the quantum of such
subsidy are brought before Parliament and Par-
liament’s specific approval taken before any
such payments are made.

The Committee note that a substantial por-
tion of the social burden of the Railways was
till recenty on account of certain essential
commodities like foodgrains, coal, ores and
other minerals, important industrial raw
materials, fooder, oil cakes, sugarcane ete.
which were accorded preferential treatment in
the matter of movement and were charged
considerably at lower rate. The losses occasion-
ed by the lowrated commodities increased from
Rs. 52 crores in 1970-71 to Rs. 73 crores in
1973-74. With the substantial upward revision
in freight rates in 1974-75, these losses were
estimated to come down to Rs. 45 crores. A
further increase in the freight rates of food~
grains w.e.f. 1st April, 1975 is expected to neu-
tralise the loss of about Rs. 35 crores anticipated
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on this account in 1975-76. Similar increases in
the freight charges of iron ore and manganese
ore meant for export, coal, limestone, Jdolomite,
bamboos and molasses are expected to offset the
losses on the carriage of these commodities.
The Committee observe that at present only a
few items like fodder, salt, sugarcane, charcoal,
fruits and vegetables, gur, jaggery etc. which
constitute only about 6.8 per cent of the total
originating tonnage, continue to be carricd at
freight rates below cost. The Ministry of
Railways consider that with the substantial in-
creases and rationalisation of freight rates in
1975-76, “it can be reasonably expected that if
the traffic picks up and this is accompanied by
more intensive use of the Railway assets and
provided prices are he!d under control, freight
services would become economically more
viable. However, it may not always be possi-
ble to ensure that each individual commodity
pays for its cost of transportation.”

The Committee also note that the Railways
are required in certain cases to quote conces-
sional rates under orders of the Railway Rates
Tribunal and that the question of filing an
application before the Tribunal under Section
41A of the Indian Railways Act for revoking
their earlier orders to quote special rates, is
actively under consideration of the concerned
Railways. The Railways, however, continue to
quote in respect of certain specified commo-
dities special station-to-station rates which are
stated to be in the interest of the Railways.
The Committee stress that these rates should be
systematically reviewed to .make sure that they
really subserve the commercial interest of the
Railways and do not involve them in any loss.

The Committee further note that Railways
are developing costing techniques to determine
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the unit cost of transportation of freight traffic
and that they are making efforts to do traffic
costing as accurately as possible. The Com-
mittee feel that the costing techniques need to
be further refined so that the cost of carriage
of various commcdities is determined. on a
scientific basis and the freight structure is
rationalised accordingly. The Committee would,

therefore, like this study to be completed at
the earliest,

The Committee would also stress that the
Railways should take concerted measures to
bring down the unit cost of transport of goods
80 as to earn not only a reasonable return on
the investments but also to generate adequate
surpluses to finance their investment plans and
cover in part the losses on coaching services.

The Committee have already pointed out in
their Eighth Report as well as in Chapter-I of
this Report that the goods traffic has not increas-
ed over the last ten years in spite of heavy invest-
ments. There is, therefore, paramount need for
attracting more traffic to the Railways and this
can be done only by improving the quality of
service and inspiring confidence in the public
about the safe and quick movement of goods
entrusted to the care of the Railways. The Com-
mittee are surprised that the Railways do not
have any precise idea of the total volume of goods
traffic generated in the country and the percen-
tage of traffic of different types which they are
able to attract. This is indicative of the faFt
that the Railways have not paid close and detail-
ed attention to the study of the pattern and
requirements of goods traffic as a whole so as to
take concrete measures to attract traffic, particu-
larly high-rated traffic. Considering 'tl}e extent of
investments made and the under-utilised resour-
ces, the Committee feel that the measures taken
for attracting traffic such as use of containers,
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introduction of quick transit services, freight
forwarder scheme etc. are hardly sufficient. The
Committee are convinced that if the Railways
make a systematic and all-out effort to improve
the quality and reliability of goods services, they
can attract a larger percentage of even high-
rated traffic so as to augment their earnings.

The Committee would like th: Ministry of
Railways to concentrate their attention on im-
proving tha quality of service. The Committee
would in this connection point out that under
the ten year financial rehabilitation plan
(1973—82), the Japanese National Railways
would be able to achieve financial equilibrium by
improvement in efficiency and technological pro-
gress alongwith such financial measures as in-
creases in freight rates and fares, As the Indian
Railways have already reached the break-even
point in respect of practically all commodities
by increasing the freights, it is essential that this
situation is not only stabilised but improved
upon, by toning up the efficiency of operation
and effecting all possible economies.

The Committee have no doubt that the Rail-
ways realise that there are limits upto which the
freight rates on various commodities can be
raised so at to align them to the cost of inputs,
for an excessive increase can result in diverting
th> traffic to other modes of transport. The Rail-
ways have, therefore, to take a pragmatic and
realistic view based on costing economics and
the long term interests of the Railways and the
country.

In case concessional tariffs become necessary
in respect of any commodity for export, industry
etc., the Committee feel that it is for the authori-
ties concerned to make good the difference.
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The Committee observe that under the German
Federal Railways Act, the Government is requir-
ed to pay compensation if increases in freight
rates suggested by the Railways are overruled.
In U.K. also, the British Railways are compen-
sated for losses resulting from moderation in
raising freight rates and fares. Compensation is
also allowed to the French and Canadian Rail-
ways for uneconomic freight rates/traffic freezes.
The Committee see no objection to reliefs being
given to Indian Railways in similar situations.

The Committee note that out of the 202 branch
lines of the Indian Railways as many as 127
branch lines are deemed as uneconomic and the
losses on such lines which stood at Rs. 7 crores
in 1969-70 have risen to Rs, 14 crores in 1974-75.
The Committee have in an earlier chapter of this
Report recommended that the methodology for
determining losses on various services rendered
by the Railways needs to be improved so as to
find an all-round acceptance. The Uneconomic
Branch Lines Committee (1969) have observed in
their Report that the formula adopted by certain
railways in estimating main line earnings does
not bear scrutiny. The Committee would like
the matter to be thoroughly examined and early
action taken to refine the methodology for assess-
ing the overall financial position of working of
the branch lines,

The Committee note that the Ministry of
Railways have taken certain steps to improve
the earnings and reduce the working expenses of
the uneconomic branch lines such as strengthen-
ing of track of certain narrow gauge lines, con-
verting some of the narrow gauge lines into broad
gauge, replacement of overage stock etc. _and
introducing diesel traction on certain sections
The Committee further note that the Railways
have not found it possible to fully implement the

1167 LS—13
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recommendations of the Uneconomic Branch
Lines Committee as these involve heavy invest-
ment of the order of Rs. 300 crores and there are
grave doubts about such lines becoming viable
even after conversion/extension/dieselisation and
other improvements.

The Committee note that the Railways are
scized of the desirability of running diesel rail
cars on branch lines to provide compact and
speedy passenger service. However, not much
progress has so far been made in producing indig-
enously the power pack required for the diesel
rail cars. The Committee would like the Minis-
try of Railways to intensify efforts in this direc-
tion in consultation with the Ministry of Industry
and Civil Supplies so as to locate a suitable
power pack for running the diesel rail cars
and have it manufactured on a trial basis in the
first instance and after watching the results,
introduce it more extensively so as to cater to
the requirements of passenger traffic.

The Committee observe that the State Govern-
ments were approached to render assistance in
improving the working and financial results of
the uneconomic branch lines but have not receiv-
ed any substantial assistance. The losses on
these branch lines, instead of coming down, are
in fact on the increase, The Committee note that
according to the State Governments, paucity of
traffic in several cases is due to the shortcomings
of the services rendered by the Railways e.g.
slow trains, corruption, supply of wagons not
being prompt, delays at transhipment points,
thefts and pilferages, claims not being settled
promptly etc. The Qommittee would like the
Ministry of Railways to take note of these
shortcomings and effect improvements so at to
make the branch line services more popular
and thereby augment their earnings.
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The Committee also note that according to
the Railways, the Narrow gauge lines are not
likely to pay their way in view of their inherent
limitations of low speeds, break-of-gauge, com-
petition from roads etc.

The Committee would like to refer in this
connection to the observations of the Committee
on Transport Policy and Coordination to the
effect that a Branch Line should be viewed
both as an entity in itself and as part of a wider
railway network and it should be ascertained
whether on either ground its retention is neces-
sary and that the total transport requirements
and facilities in the area served by the Branch
Line should be examined with a view to deter-
mining the nature and extent of transport ser-
vices. that may be needed in the future. The

. Committee have further observed that in a deve-

loping econamy. there cannot be an undue rigi-
dity in regard to means of transport so long as
the overall requirements can be satisfactorily
met. Therefore, wherever road transport has to
be expanded to facilitate discontinuance of the
Branch Lines, the Railways may consider in
consultation with the Ministry of Finance and
the State Governments whether and in what form,
they should participate or assist in the growth of
road transport services.

The Committee further note that the Adminis-
trative Reforms Commission had also come to
a more or less similar conclusion when they
observed that the Railway Board should con-
sider the closure of unremunerative lines where-
ver adequate alternative modes of cheaper
transport existed and where such closure would
not adversely affect the public interest includ-
ing any important economic activity of the area.
The Commission had emphasised that the ques-
tion of continuance of unremunerative lines
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‘should be continuously reviewed by the Railway
Board so as to ensure that, as far as practicable,
Railway Finances were utilised for running of
commercially acceptable or potentially profitable
lines and wherever running of uneconomic lines
was continued in the public interest, the losses
may be made goord out of the public revenues,
‘State or Central.

The Committee feel that the whole question
of continuing the operation of uneconomic
branch lines calls for a critical and objective
review with reference to the realities of the situ-
ation and keeping in view that the Railway
finances are utilised in the best interest of the
State and how far the existing alternative modes
of cheaper transport could replace the unecono-
mic trains services. The Committee also recom~
mend that the Railways should identify the
branch lines which are marginally unremunera-
tive and could be made economically viable
with minimum investments and take concerted
measures in close coordination with the State
Governments, trade and industry, to improve
their financial results.

So far as the other branch lines are concerned,
the Committee note that the State Goovern-
ments are averse to the closure of even those
lines which do not serve any purpose. The
Committee consider that if such lines are to be
continued indefinitely, in spite of recurring
losses and with no possibility of their becoming
viable in the foreseeable future, the only alter-
native is that the authorities who desire these
to be run, should share with the Railways the
unavoidable losser. °

The Committee observe that the only financial
relief that the Railways are getting on unecono-
mic branch lines at present is the exemption
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from payment of dividend liability on the capital-
at-charge of such lines amounting to about Rs.
4 crores per annum. In this connection, the
Committee note that in Britain and Canada,
Railways are given grants to compensate them
for the losses incurred by them on un-remune-
rative lines.

The Committee would like to point out that
1 per cent of the Capital-at-charge of the
Railways as on 31st March, 1964 is paid to the
State Governments in lieu of the Passenger Fare
Tax. Out of this, a fixed sum of Rs. 16.25
crores is paid annually to the States while the
remaining is given as contribution towards
States’ share of Railway Safety Works, the
total amount paid during the quinquennium
1969-70 to 1973-74 being of the order of Rs. 90.9
crores. It is only fair and equitable that the
State Governments who are averse to closure of
uneconomic branch lines, should come forward
to meet the losses.

The Committee note that under the Separa-
tion Convention 1924, a distinction was made for
the first time between ‘Commercial’ and ‘Strate-
gic Lines’ and it was decided that losses, if any,
in the working of the strategic lines would be
borne by the General Revenues. This was a
distinct departure from the then prevailing prac-
tice of securing definite guarantees from the
local Governments to meet the losses on lines
sponsored by them for construction by private
investors.

Another major change in policy was effected
25 years later on the recommendation of the
Railway Convention Committee, 1949 which
urged the Railways to discard their restrictive
attitude and take up construction of un-remune-
rative lines as a necessary phase in the planned
development of the country. Such lines, if




192

3

45

46

5.67

5.68

found necessary, werc to be financed from the
Development Fund that was newly created out

.of the surplus revenues of the Railways. It was

also provided that in respect of such new lines
which yielded a remunerative return after 5
years of construction, the cost should be written
back from Development Fund to Capital.

Considering that the number of new lines to
be constructed which may not be able to pay
their way, even after the development stage,
would be few and far between and it may not be
a heavy burden on the Railways to pay dividend
to General Revenues on such lines, the Railway
Convention Committee, 1954 recommended that
all new lines (whether remunerative or unremu-
nerative) should be financed from Capital, divi-
dend being payable on the capital-at-charge of
such lines at the average borrowing rate charged
to commercial departments. At the same time,
the Committee granted a moratorium in respect
of the dividend payable on the capital invested
on the new lines during the period of construc-
tion and upto the end of the fifth year of their
opening for traffic, the deferred dividend being
repaid from the sixth year onwards in addition
to the current dividend out of the net income of
the new lines. The Railway Convention Com-
mittee, 1965 further recommended that the ac-
count of deferred dividend on new lines may be
closed after a period of 20 years from the date
of their opening extinguishing any liability for
deferred dividend not liquidated within that
period.

The Committee thus observe that the 1949
Convention introduced fundamental and far
reaching changes in the policy for construction
of new lines and that in pursuance thereof, the
Railways have undertaken construction of 73
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new lines since April, 1950. The Committee fur-
ther note that out of these 73 lines, actual finan-
cial returns for 25 lines (including 6 still under
construction) are not available, while out of
the remaining 48 lines, 25 are unremunerative
abcording to the latest available figures.’

A reaffirmation of the policy laid down by
the 1949 Convention is reflected in the Budget
speech (1973-74) of the Minister of Railways
wherein he emphasised that “the principle that
transportation infra-structure must evolve along
the pattern determined by the pre-existing eco-
nomic viability needs to be modified to the ex-
tent that very often the creation of the infra-
structure themselves lead to additional demand
and increased commercial prospects” and that
“in selected areas the calculus of short-term eco-’
nomic returns must yield place to the long-term
benefits through a policy of deliberate develop-
mental expenditure.”

Apart from suggesting exemption, full or
partial, from payment of dividend liability to
the General Revenues during the period of cons-
truction and for a specified period after comple-
tion, the Minister of Railways stated that cer-
tain other possibilities such as participation of
State Governments or local authorities in reduc-
ing the cost of construction by giving the land
and labour content of construction free of cost,
suitable adjustment upwards of fares and freight
structure applicable to the newly constructed
lines, and levy of fares and freights on a dis-
continuous basis as a set-off against telescopic
structure of standardised fares and freights,
could be considered to facilitate construction of
new lines in backward areas.

The Committee further note that the Plan-
ning Commission are of the view that develop-
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ment of the backward areas is not necessarily
to be achieved through construction of new rail-
way lines. Rail transport is inherently better
suited for long distances while the road transport
has advantage of distribution of goods in small
quantities over short distances. Accordingly, in
taking up construction of new lines, priority is
given to those lines which are project oriented
and are required in connection with mineral de-
velopment or heavy industries.

The Committee note the contention of the
Ministry of Railways that in the present par-
lous state of Railways finances and the high cost
of construction, they are not in a position to in-
ject substantial capital investment in under-de-
veloped areas. The Ministry have accordingly
suggested that they would be relieved of part of
the financial burden if the land required for
construction of new lines could be contributed
free of charge by the State Governments or any
other sponsoring authority. The Ministry have
further suggested that the operating losses suf-
fered by the Railways on such railway lines
should be borne by general revenues initially
for a period of 20 years whereafter the position
may be reviewed every five years after opening,
and if the working results show any operating
loss, the full exemption from dividend liability
or bearing of operating loss by the general re-
venues could be suitably revised.

While the Committee generally agree with
the approach enunciated above, they consider
that in the present parlous state of Railway fi-
nances when they are heavily indebted to Gene-
ral Revenues, any further burden by way of ad-
ditional dividend liability and recurring losses
on such lines, is bound to be back-breaking and
may in fact shatter the entire fabric of the
Railway system in the country. Grant of fur-
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ther reliefs in this respect would, apart from
vitiating the entire concept of dividend, be only
an easy expedient to skirt the problem. On the
other hand, the Committee recognise that the
need for opening up backward areas is also ur-
gent and pressing. In the situation, the only
course left open to the Government, in the view
of the Committee, is to enunciate a clear-cut
policy whereunder the Central and State Gov-
ernments would be willing partners in mobili-
sing the capital needed for such lines and in
sharing the losses in their operation. The Com-
mittee feel that such an approach would go a
long way not only in curbing extravagant de-
mands for new lines but would also result in
meaningful rail-road coordination. As a corol-
lary, State Governments should be willing for
closure of patently uneconomic Branch Lines if
other transport means adequately meet the de-
velopmental requirements of the area. The
Committee have dealt with this aspect in greater
detail in the Chapter on  Uneconomic Branch
Lines.

So far as the New Lines constructed, say
during the last 15 years are concerned, the Com-
mittee desire that the financial results of work-
ing of such lines should be critically reviewed at
least once in every three years and the results
of such reviews should be suitably publicised so
that public opinion as well as the State Govern-
ments concerned are better informed and are
in a position to give positive suggestions to imp-
rove their working and augment the earnings.

So far as restoration schemes are concerned,
the Committee note that these are financed from
the Depreciation Reserve Fund with no dividend
liability. The Railway Convention Committee,
1971 had pointed out in paragraph 2.17 of their
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First Report on Accounting Matters that contri-
butions to the Depreciation Reserve Fund were
made in an ad-hoc manner.on the basis of ‘rough’
estimates of accrued depreciation—arrear as
well as current. The Committee had desired
that the matter may be examined by an expert
Working Group so that the depreciation require-
ments could be assessed on a scientific and ra-
tional basis. The Report of the Working Group
appointed in pursuance of the above recommen-
dation of the previous Convention Committee, is
still awaited.*

The Committee observe that the Depreciation
Reserve Fund had a closing balance of Rs. 195.74
crores as on 31st March, 1975 (Revised Estima-
tes). They would nevertheless like to point out
that so far as restoration schemes are concer-
ned, a material change in the situation might
have occurred in certain cgses with the develop-
ment of road transport during the intervening
period and that many such schemes may now
prove to be a further drain on Railway finances
without any commensurate benefit to the deve-
lopment of the economy of the area. The Com-
mittee, therefore, desire that the Ministry of
Railways should examine such proposals in great
depth and take specific approval of Parliament
by treating it in the same manner as a “New
Service” before committing their scarce resour-
ces. Where the concerned State Governments
or other authorities come. forward to meet the
capital cost and share the losses, the matter
should be fully gone into and the full financial
implications mentioned in the Budget documents
while seeking Parliament’s approval.

So far as conversion schemes are concerned,
the Committee note that projects for conversion
from narrow gauge or. metre gauge to broad

*Since received.
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gauge are generally taken up when the sections
get saturated and additional investments are
needed in order to carry the traffic expected to
move over them. There are, however, many
stretches of such lines where break-of-gauge
atts as a ‘disincentive’ for setting up industries.
The Ministry of Railways feel that such projects
could be treated. on the same footing as con-
struction of new lines which though flnancially
unremunerative, might be necessary for the
development of backward areas.

The Committee note that the Zonal Railways
are presently engaged in making forecasts of
traffic of individual lines which could be con-
sidered for conversion under the Corporate Plan.
The Committee trust that full details and finan-
cial implications of the conversion proposals to
be incorporated in the perspective Corporate
Plan would be worked out in depth and fully
gone into. The Committee would also like to
emphasise that the Railways should carefully
assess the operational requirements and overall
écqnomics of each project before committing
their resources. In case it is found that a pro-
ject would not be financially remunerative, the
sponsoring authorities might be asked to share
the capital cost and the operating losses on an
equitable basis as in the case of new lines pro-
posed to be constructed in backward areas. Full
facts and financial implications should be in-
variably indicated clearly and in sufficient detail
in the Budget papers while seeking Parliament’s
prior approval.

In paragraph 16 of their Sixth Report, the
Railway Convention Committee had recommend-
ed that 50 per cent (instead of 25 per cent as
hithertofore) of the capital outlay in the years
1974-75 and 1975-76 on works-in-progress other




198

3

58

59

5.80

6.44

than those pertaining to strategic lines, North
East Frontier Railway (Commercial), over-
capitalisation, ore lines, Jammu-Kathua and
Tirunelveli-Kanyakumari-Trivandrum lines, new
lines and P&T line wires, may be exempted
from payment of dividend for a period of three
years. This recommendation has since been
approved by Parliament,

Having regard to the difficult financial posi-
tion of the Railways and also taking into con-
sideration the long period of construction|
gestation of Railway investment in general, the
Committee recommend that 50 per cent of the
outlay on capital works-in-progress, other than
those specified above, may continue to remain
exempted from payment of dividend for a period
of three years in each case, during the entire
period of the Fifth Plan ie. 1974—79,

The Committee observe that the number of
railway staff has gone up from 9.14 lakhs in
1950-51 to 14.31 lakhs in 1973-74 i.e. by 56.5 per
cent whereas the wage bill has shot up from
Rs. 114 crores to Rs. 570 crores i.e. by over 400
per cent during this period. The cost per
employee has gone up from Rs. 1,263 to Rs. 4033
during the last 23 years i.e. by 208 per cent. In
the year 1973-74, the Railways ure stated to have
spent Rs. 41 crores on provision of health and
medical facilities, subsidised housing and educa-
tional assistance to children of Railway emplo-
yees besides Rs. 21.42 crores on the Railway
Protection Force and Rs. 56.29 crores towards
concessional travel facilities to their staff by
way of passes and privilege ticket orders. Thus
the total cost of staff including various facilities
and benefits provided to them amounted to Rs.
688 crores constituting about 63 per cent of the
total working expenses (Rs. 1082.78 crores) of

-
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the Railways including depreciation and miscel-
laneous expenses.

While it is true that expenditure on provision
of health, medical and educational facilities and
on the Railway Protection Force should normal-
ly be a charge upon the revenues of the State
Governments as all these are State subjects, it
would be too much to assume that the latter with
their tight financial position would be ordinarily
willing or able to undertake these responsibilities
at least in the near future. On the other hand, as
is well known, the Central Government have
been advancing loans and grants to the State
Governments to finance the Plan expenditure
under these heads besides directly running a
number of institutions providing such facilities.
Moreover leading public undertakings provide
similar facilitieslamenities to their staff. The
Committee, therefore, consider that as things
stand at present, there is no case for the Rail-
ways to be treated on a different footing in this
matter. The question of any re-imbursements
on these social overheads would not, therefore,
arise.

On the other hand, the Committee share the
view of various knowledgeable persons that the
Railways are overstaffed. They would, there-
fore, like to emphasise the imperative need to
effect economies in this direction. They would
urge the Railways to undertake extensive work
studies in their various field and headquarters
organisations at all levels with a view to achiev-
ing economy consistent with efficiency. It is
also necessary that the staff, particularly the
supervisory staff, are made cost-conscious. This
should not only form part of their training pro-
gramme but their performance should be judged
on the basis of their success in achieving best
results at minimum cost.
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So far as the question of financing the con-
struction of staff quarters is concerned, the
Committee agree with the Railways’ suggestion,
concurred in by the Ministry of Finance, that
the cost of construction of staff quarters may be
charged to Capital during the Fifth Plan period,
dividend on such capital being payable only if
the Railways have surplus after discharging
other dividend obligations.

The Committee would like to stress that
while the Railways should make earnest efforts
to provide quarters to all the staff, they should
give priority to essential categories of staff. The
Committee urge the Railways to prepare a pers-
pective plan for construction of quarters so that
within a specified period of time, the staff falling
in essential categories and other low-paid staff
are provided with railway quarters. In drawing
up the plan, Railways should give priority to
construction of quarters in places and areas
where other accommodation is not available.

The Committee would also urge that the
Railways should adopt modern cost saving tech-
niques in construction so that the cost of con-
struction of quarters is kept low. For this pur-
pose, the Railways should evolve suitable archi-
tectural designs of low-cost houses in consulta-
tion with the Ministry of Works and Housing,
the research institutions engaged in this work,
the Public Sector Corporations, particularly the
Life Insurance Corporation. the Delhi Develop-
ment Authority and other leading bodies in the
Centre and States etc. who have considerable
experience of providing large scale housing. As
far as possible, the representatives of workers
have also be consulted in this regard.
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lowing:

In conclusion, the Committee like to observe
that they have recommended inter-aliq the fol-

)

(1)

(iii)

Government should evolve a financial ar-
rangement in the light of findings of the
costing study of the economics of opera-
tion of various classes of travel in con-
sultation with the Ministry of Finance
and Comptroller and Auditor General
-whereby the Railways are compen-
sated in some equitable manner for
Second Class passenger traffic only (vide
paragraph No, 2.45).

The entire question of subsidising the
Railways so as to cover the unavoidable
losses on passenger traffic, suburban as
well as non-suburban, should be remitted
to a high powered Committee comprising
the representatives of the Ministries of
Railways, Transport, Finance, Comptrol-
ler and Auditor General, the State Gov-
ernments and local authorities concern~
ed, and that Committee might be entrus-
ted with the task of working out a prac-
ticable financial arrangement to subsidise
the Railways keeping in view the prac-
tice obtaining in Britain, France, West
Germany etc. in this behalf (vide para-
graph No. 2.68).

While the various travel concessions to
students and other categories of person-
nel (estimated to be of the order of
Rs. 13 to 18 crores per annum) may
continue, the Railways may be reimburs-
ed the cost thereof through a suitable
financial arrangement to be worked out
by Government in that behalf (vide
paragraph No. 2.41).
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The Committee wish to point out that the
social burdens on the Indian Railways are not
a new phenomenon and in spite of bearing such
obligations the Railways were showing surplus
till 1965-66. The Committee are of the view that
there is still a vast scope for improvement in
the Railway planning and operations, The Rail-
way planning has been unrealistic over the last
two plan periods, While heavy investments in
augumenting capacities were made according to
the forecasts of freight traffic, there was a wide
gap between the traffic forecasts and their actual
materialisation. This resulted in marked increase
in the dividend liability arising out of heavy in-
vestments without corresponding increase in
traffic earnings. This underscores the need for
observing utmost circumspection in the matter
of making further investments on the Railways
(vide paragraph Nos. 1.140 and 1.141),

The Committee also consider that the Rail-
ways will have to look with and find out what
mbre they can do for the trade and industry and
the public at large to earn their good-will rather
than what the public revenues can do for them.
The Committee urge the Railways to streamline
their functioning and manage the operations in
such a way that they are looked upon as the most
economic, competitive, efficient and reliable mode
of transportation in the country (vide paragraph
1.142). The Committee need hardly stress that
the Railways as the premier undentaking in
Government sector should play an effective and
leading part in the implementation of the pro-
gramme for develspment announced by the
Prime Minister. Some signs of improved per-
formance and earnings on the Railways are al-
ready visible. The Railways should redouble
their efforts to attract and move more and more




traffic by efficient use of their resources so that
they snap back to the position of 1965-66 when
they had surplus after meeting all the social
obligations,

68 74 The Committee consider that Government

should take an overall view with reference to

(i) the financial position of the Railways as re-

vealed in the Balance Sheet and the Profit and

Loss Accounts and (ii) their liabilities, obliga-

tions and responsibilities not only in relation to

o payment of Dividend to the General Revenues

but also the position of the balances in the De-

velopment Fund, Revenue Reserve Fund and the

Depreciation Reserve Fund and then determine

a reasonable quantum of relief to be afforded to

the Railways which, in any case should not ex-

ceed the amount borrowed by the Railways from

the General Revenues. The actual relief to be

paid to the Railways should be clearly indicated

in the Budget documents with necessary support-

ing data and details so that Members of Parlia-

ment have adequate opportunity to go inte it
before it is approved.

69 7.5 The Committee would like to emphasise that
whatever subsidy or grant is ultimately decided
upon, should only be given to make good unavoid-
able losses after ensuring that the Railways also
improve their performance and efficiency and
effect all possible economies in their operation.
The subsidy should in no case dilute the finan-

- cial discipline imposed on the Railways nor place
a premium on inefficient service and make the
Railways complacent about their responsibility as
the sole rail carriers to provide more efficient and
economic service to the public at large (vide
paragraph No. 2.69).”
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