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INTRODUCTION

I, the Chairman of Estimates Committee having been authorised by the
Committee to submit the Report on their behalf, present this Seventy-ninth
Report on the Ministry of Railways—Railway Purchases.

2. The Committee took evidence of the representatives of the
Ministry of Railways on 24 & 25 January, 1984. The Committee wish to
express their thanks to the officers of the Ministry for placing before them
the material and information which they desired in connection with the
examination of the subject and giving evidence before the Committee,

3. The Committee also wish to express their thanks to Shri V.C.
Paranjpe, Ex-Director, Railway Stores, New Delhi and Shri L.D. Aggarwal,
Chairman, Government Supply Standing Committee of Bharat Chamber of
Commerce, Calcutta, for giving evidence and making valuable suggestions
to the Committee. '

4. The Committee also wish to express their thanks to all other
Organisations/Institutions for furnishing memoranda on the subject to the
Committee.

5. The Report was considered and adopted by the Committee on
10 April, 1984,

6. For facility of reference and convenience, recommendations and
observations of the Committee have been printed in thick type in the body
of the Report, and have also been reproduced in a consolidated form in the
Appendix to the Report.

NEW DELHJ; BANSI LAL
April 12, 1984 Chairman,
Chaitra 23, 1906 (S) Estimates Committee

(v)



CHAPTER 1
ORGANISATION FOR RAILWAY PURCHASES

A. Organisational Set up at Board Level

1.1 One of the important factors, contributing to the successful
operation of the Indian Railways is procurement and timely supply of
thousands of items of stores for their day to day requirement such as parts
and fittings for locomotives, carriages and wagons, EMUs, materials and
supplies required for signalling and telecommunication etc. and various other
items like electric stores, engineering stores, rubber leather goods, paints,
enamels, varnishes, crockery, cutlery, cloth, clothing, equipment, petrolium
products, stationery, raw materials, fuel, etc. etc.

1.2  The total value of fuel materials, and supplies purchased by
Railways has gone up from Rs. 486 crores in 1972-73 to Rs. 1,747 crores in
1981-82. Bulk of the purchases (47%) arc made at Zonal Railways level.
27 per cent of the purchases are handled at Railway Board and the rest are
made through DGS&D. The organisational set-up of the Railways for
purposes of purchases can be viewed as a three tiers set up.

(a) Railway Board is responsible for procurement of items centralised
in the Board’s office, such as axles, Special steel etc.

(b) Zonal Railway Headquarters is responsible for procurement of all
the items required by a Railway/Production Unit except those
reserved for centralised procurement through Railway Board or any
other agency like DGS&D. Central Stationery Office, other
Railways/Production Units etc. and petty small value purchases
made at Divisional/extra divisional/Depot officers’ level. Even in
the case of items centralised for procurement by different agencies,
the Zonal Hd. Qrs. does all work relating to provisioning, funds
certification, follow-up etc., while the actual contracting is done by
the central agency.

(c) Procurement of small requirements and emergency within the

powers delegated to them is done at Divisional/Extra-divisional/
depot Officers’ level.

Organisation for procurement of Stores in Railway Board’s office is
headed by the. Member (Mechanical) of the Railway Board with Director of
Railway Stores supported by Additional Directors, Joint Directors and
Deputy Directors.
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1.3 While welcoming the establishment of Indian Railway Stores
Service, a non-official has in a Memorandum poiqu out that transfer of
work relating to procurement from stores Department to Engineering
Department in 1979 has ‘“‘resulted in slackening of budgetary control, lack
of moderating induence resulting in high inventory.”

. 1.4 It has therefore been suggested to the Committee inter alia that

all purchases of stores including track items, machinery and plants, ete.
must be made by the Stores/Materials Management Department and advast:
age must be taken of their expertise and comtrol in avoiding unnecessary and
uneconomic purchases.”

1.5 On the question of deviations creeping into the procurement fanr
ctions, the Chairman, Ruilway Board stuted during evidence that it was
carrect that sometime in 1979 the Member (Engineering) had suggested that
to,speed up delivery of the track material, this should be taken cut from the
haads of the Stores Organisation and be directly dealt with "by the Engineer-
ing.Branch. Prior 101979, the procedure was always that there was a track
material supply officer .attached to the Controller of Stores. He used to
look after the interest.of the Civil Eogincering Department,

1.6 The Chairmian, Railway Board added that ‘‘there has beem ne
specific deviation résulting in the slackening of budgetary control; we have
been able to improve on the budgetary control. We have set up a com-
nifttee in each railway to go into this headed by onc of the additional GMs.
There has been a substantial improvement in the inventory compared to
what it was about 10 years ago.” He assured “I expect that with the rationa-
lisation of the Civil Engineering Track Material Organisation, we will be in
a position to bring it back under the aegis of the Stores Dcpartment.” ‘

1.7 With regard to machinery and plant he stated that this was a
specialised item and there should be a separate cell for this. He informed
the Committee that Railways were being asked to go into the rationalisation
of production of various items in the shops. This being a highly specialised
ttem, this would have to ¢ontinue under this organisation and not Stores.

1.8 It has been suggested in a2 memorandum submitted to the Com-
mittee that Stores Depot should be placed not under Member representing
a constmer Department: (Member Mechanical at present) but under the ex-
thusive ‘charge of Member Railway Board to be designated as Member
(Stores) In another memorandum submitted to the Committee it has een
stated that :
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““At present there is no strong and high powered machinery and
authority at:the Railway Board level to coordinate and monitor
purchases by the Zonal railways. Currently, the Director of Stores,
Railway Board, who -enjoys more .or less the status of Controller
of Stores of any Zonal Railway, is not authorised to do this. He
is under the control of Member, Mechanical, The existing arrange-
ment does not seem to be satisfactory.”

Strengthi;lling of the organisational set-up at the Railway Board level
shrough creation of the following positions has been suggested :

1
(i) Member, Materials management; and

(ii) Director General Stores.

Acoording to this suggestion while the Member, Materials Management
af the Railway Board will be responsible for formulation of overall policies
in respect of procurement, purchase and payment for stores centrally pro-
eured, the Director General (Stores) in the Railway Board would work on
the lines of the DGS&D in the Union Ministry of Supply, in executing the
policies formulated. The following reasons have been adduced in support
of 'the suggestions (i) Indian Railways have merged as one of the largest
purchasers of a wide variety of industrial products, with a total purchase
will of Rs. 1,747 crores during 1981-82. The gross traffic receipts during the
same year amounted to Rs. 3,538.24 crores. .

(i) I smaller orgunisations like Ordnancc Factories, ONGC etc. can
_have such an arrangement, there is no reason why a much bigger organi-
-aation like that of Railways should not have this type of organisational set

wp.

1.9 As regards the suggestion that the stores department should be
-placed under the exclusive charge of a separate Member,and not under the

Mcember, Mechanical as at present looking after these functions, the Chair-
man, Railway Board expressed the following view in this matter :

‘““Today the portfolio of Stores is with the Member (Mechanical).
You will be agrecing ‘with me, that once an official becomes the
Member of a Board he is above board, in the sensc that he does
not have any other thing to do. Te my mind it would be
advantageous to contioue him in that portfolio which is also con-
cernod with his work, .in the sense that out of Rs. 1,747 crores
spent for stores, the Mechanical Department is answerable to More
than half of the total. There.is a drive te bring down expenditure on
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stores by a proper analysis and by a proper husbanding of the
stores to bring down the consumption of materials etc. who else
can order better than the Mechanical Member and when he as
himself purchasing half of that ? No other person is more well
versed than him. To my mind this aesessment has withstood the
test of time.”

He added, however, that the existing arrangement could be improved by
upgrading the post of Director, Railway (Stores) to that of Adviser.

1.10  When asked if there was any disadvantage to the Railways with
the existing set up the representative of the Railway Board stated :

““Ordinarily, there should be no disadvantage. But we have always
been having this thought in the back of our mind that the large user
is the Mechanical Department; and therefore a Member, Mechanical
should have a say in the matter of procurement. That advantage
we have lost.

We are talking also that. the material requirement by the Railways
be taken over from the DGS&D. Here also we are bringing in the
concept that the main user should have a say in the purchase of the
material,

It will be conflicting with that thought that if we have a totally
independent man looking after the purchase his direct responsi-
bility for meeting the requirements may not be as intense as that of
the largest user of the materials purchase. So, it could have some
disadvantage, if the Member in charge of procurement is totally
divorced from the interests of the User Department.”’

1.11 When asked if it would not be better to have a scpérate depart;
ment to help purchase quality goods and to fix responsibility therefor, the
representative of the Railway Board replied :

“What you say is perfectly correct. There must be a separate
department for procurement, Now, it is a question of who should
control that department, whether it should be the Member
(Mechanical) or whether a new Member should be brought in. But
apart from all the merits and demerits, there is an under-current of
departmental interests getting involved in some of these suggestions.
Because of the organisation of the railways into - various separate
departments, there is departmental rivalry, in that each department
would like to have the high post of a Member available to the
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members of that service. Now, there is a continuous demand for
a post of Member (Railway Stores) being creatrd and there is a
continuous demand for the post of a Member for Flectrification
being created. But we have some sort of compiactness in five
Members. Now, regarding disadvantages in this system, they are
not there 1o any great extent first because the Member (Mechani-
cal) has been in charge of the stores department since the interest
of other departments had not suffered. Moreover, every purchase
is processed through a tender committec where the representatives
of stores, Finance and the user department are present and only
either recommend procurement proposals accepted. It is not
accepted by the Member alone but it passes through me, Member
(Mechanical) and depending upon the value, it is finally accepted at
the Minister’s level.”

1.12 A representative of the Ministry of Railways informed the Committee,
howevcr, that the entire question of organisational structure was being
examined by the Railway Reforms Commission who were working on the idea
of increasing the number of Members, as according to them five Members
were not adequate. One of the items they were stated to be considering was
whether stores, projects etc. could be placed under a separate Member taking
away these functions from the existing five Members.

1.13. The total value of purchases of Fuel Materials and supplies by
Railways has grown from Rs. 486 crores in 1972-73 to Rs. 1747 crores in
1981-82. The variety quantum and value of the Purchases call for 2 modern,
sclentific and professional approach. In this context, establishment of Indian
Railway Stores Service was a step in the right direction.

1.14 The Committee, however, find that in 1979 responsibility for track
material was transferred from Stores Department to the Engineering Depart-
ment. A non-official has pointed out, in his Memorandum, that such devia-
tions have resulted in ‘“‘slackening of budgetary control snd increase in
inventdry level.” Chairman Railway Board assured the Committee in evidence
that transfer of this work from Stores to Engineering Department was not a
permanent feature and that ‘‘with the rationalisation of the Civil Engineering
Track Material Organisation, it will be possible to bring this item of work
under the aegis of the Railway Stores Department. The Committee recom-
mend that this change over may be completed soon.

1.15 At present the purchase of stores and materials at the Board level
. is being looked after by Member (Mechanical). Defending this arrangement,
Chairman Railway Board pleaded in evidence that s user Department ought
to have a say in the matter of stores and materials. He was prepared to
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upgrade the post of Director (Stores) to the level of Adviser but saw ne
advantage in having a Member Stores.

1.16. The Committee feel that considering the growth in the volume
of railway purchases, ungradation of the post of Director (Stores) would net
‘do.. There should be Mcmber (Stores) at the Board level to head the Stere
Organisation in Railways and to provide leadership & guidance. Im fact
when much smaller organisations like Ordnance Factories and ONGC de
have such an arrangement there is no valid reason why the Railways with s -
purchase bill of Rs. 1747 crores should not have a full fledged Member
incharge of this function, In fact, the Committee understand that Railways
Reforms Committee are already thinking more or less on the same limes.
The Committee, therefore, urge that this matter may be studied by the
Ministry of Railways in depth to see if induction of Member (Stores) at the
Board level would bring about greater economy and efficiency in the Railway
purchases in particular and Stores management in general.

B. Regionalisation of Railway Purchases

‘ 1.17" It has been suggested in & memorandum that whlle purchase
organisation in the Railway, Board should be strengthened to additionally
make purchases from the public sector undertakings, like IOC, MMTC direct
and not through DGS&D as at present, regional central purchase organisg
tions should be set up at Bombay, Calcutta, New Delhi and Madras to make
bulk procurement of selected high value items of annual usage value owver
RS. 5 lakhs for the region. In addition. they could deal with procurement
of selected high value items of annual usage value over Rs. 5 lakhs for
the region. In addition, they could deal with procurement of a few nomi-
nated items on all Railway basis. ,

1.18 It has been added that zonal Railways may continue (o maks
normal purchase of other items required by them and may also be givea
powers of emergency purchases of these centralised items as in the case of
D@8 & D items. ‘

1.19 On the question of regionalisation of purchases the Chairmas,
- Railway stated, during evidence that :

“‘“We cannot more agree with the Committee’s view that Regieaal
Central Purchase Organisation will go a long way in helping
ws...This suggestion is worth following and we will try and ge
into thisin a very great detail to bring it in as quickly as
possible.”



He adGed, however, that :

“while we appreciate that this would perhaps be a step in the right
direction, I visualise slightly diffierently from what has beem:
menitoned in the regionalisation of purchase. I would say that if
regionalisation is to oover 2 or 3 railways and purchase of stores in-
that area, it is acceptable. But it is to cover certain materials of the
Indian Railways to be purchased in that region, that would lead to
lot of heart burning to supplicrs. With regard to regionalisation
we can have the headquarters at Calcutta, Madras, Bombay and
Delhi. Calcutta regional committee will look after- the Eastern
Railway, South-eastern Railway and North Frontier Railway.
Madras region would look after,: ICF, Wheel and Axle Plant and
Southern Railway. Bombay region would Jook aftcr Central
Railway. Western Railway, ‘and South Central Railway. And the
Delhi region will look after Northern Railway and North-eastern

Railway.”

. Spelling out the advantagss accruing from regionalisation of railway
purchases the Chairman, Railway Board added :

“This, to my mind, would also be a very goad step for meeting the
availability and also making it available from rationalised and
common prices. It is specifically a point to note that at the same
place when their are different headquarters of different railways, they
have to pey different price for the same item. But with this regional
commttee, this would be sorted out because there would be re-
presentatives of each Railway on that committee. They would club
together the requirements of their Railways. There should be no
difficulty in obtaining common prices and distributing those items
directly from those areas to the various depots insteid of through
another depot. This will also bring down the cost of freight and
total handling. I certainly contribute to the idea that regionali-
sation and setting up the regional committees for purchasc of twe
or three Railways at a time is a step in the right direction.”

1.20 In another memorandum centralisation of purchase of common
items of different rajilways which account for nearly 60-65%, of the total vatue
of stores procured annnually has been suggested to the Committece. Consi-
dering the aggregate value of purchases by all the zopal Railways and pro-
duction Units taken together working out to Rs. 2000 crores a year it has
been argued that centralisation of purchases would ensure wider partici-
petion in purchase programtme by manufacturers and ‘suppliers, competitive:
rendering, assured supply at competitive rates, uniformity in purchase pelicy
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and procedure and economies. It has been pointed out that the apprehension
of shortage is more in case of decentralised purchase where suppliers are
fewer in number and in the case of centralised purchase the Railways can take
advantage of supplies drawn from different parts of the country. The econo-
mic size in requirement of sophisticated items might encourage indigenous
production not otherwise feasible. Again the difficulties at times experienced
by NE, NEF, and SC Railways can also be eliminated through centralised
purchase.

The Chairman, Railway Board stated in this connection that :

“Regionalisation of stores will also lead to part Centralisation of
purchases which will give benefit to various railways. The only
exception will be Diesel Locomotive Works at Varanasi and C.L.W.
at Chittaranjan. As far as these two organisations are concerned,
CLW already maintain its Controller of Stores office in Calcutta.
We can ask them also to join hands in the regional committee to
suit our rcquirements and to get better prices because a large,
number of locomotives in the Eastern Railway and South-eastern
Railway are electric driven. With regard to D.L.W., it has to
continue with the separate existence because quite a lot of diesel
components required by the various Railways are also channelised
through DLW which is the Central agency to purchase especially,
imported components.

Quite a few problems which are existing at present should come
down and we are cxpecting quite competitive quotations from the
regional manufactures and it will give boost to the industries in the
region.”

1.21 Under the existing arrangements, different zonal railways some-
times pay different prices for the same item. The Committee therefore
recommend that in place of the zonal level purchases a system of regionalisa-
tion of railways purchases through Regional purchases Committees with
headquarters at Calcutta, Madras, Bombay, and Delhi, may be evolved and
introduced early to ensure better availability of stores at competitive and
common prices, The demands of the Railways falling in these regions could
be clubbed together to elicit advantages acruing from bulking of requirement.
The Committee feel that such a system could go a long way in encouraging
development of industries in the regions.

C. Stores Organisation at Divisional Local Levels

1.22 With a view to improving thc stores organisation at Divisional
level, it has been suggested to the Committee in a memorandum that on zonal
Railways, there is need to set up proper divisional stores organisation to
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look after receipt and distribution of stores besides controlling and checking
the divisional requirements.

1.23 In this regard the Chairman, Railway Board observed during
evidence that already a start had been made in so far as a post of Executive
Assistant had been given to the Divisional Railway Manager. With a view
to ensure that whoever operates as Stores Officer, he should be common to
all departments whether it was electrical, civil engineering, mechanical, sigual
and tele-communication or medical. a common post had been givent &ectly
under the Divisional Railway Manager. The Exccutive Assistant was 1%1'”
of stores. He informed the Committee that it had also been Mﬁc&lly
mentioned that at the divisional level monthly meetings would be helg by the
Divisional Manager alongwith the Executive Assistant and the Consumer
Deptt. The Consumer Deptt. would bring forth their specific suggestions
with regard to particular items of stores which would be taken note of and
acted upon,

1.24 It has been suggested to the Committee that a certain amount of
decentralisation of purchases was called for at the sheds level & wéll, The
indents for spares originate from the sheds maintaining locomotives. These
sheds should be empowered to purchase their own maintenance spares upto
a specified amount. 4t has been reported that even for a small ameunt of
Rs. 5,000/- the matters are processed by the Office of the Controller of Stores
which is situated as far way as 600 Kms. from the sheds. Such order of things
necessarily involves waste of time and energy all round.

1.25 In this connection, the Chairman Railway Board stated that each
divisional officer had got a limited amount of-powers. Whenever that limited
amount of powers had to be utilised, they could always draw upon the
Divisional Railway Manager’s powers of purchase which they were doing but
the main problem, in his opinion was, not that. He explained that most of
these divisional headquarters and most of thesc major sheds and depots were
located at places which were nowhere near a market and hence the market
being at distant places likc Bombay, Calcutta, Delhi, Madras, Bangalore, etc.,
necessarily the division had to send a tcam to those places because local
purchases powers were such that they had to call quotations from 3-4
suppliers of that area and then decide on the spot. So, instead of these
constant meetings, it was perhaps more in the fitness of things that those
regional committees were set up at places where these stores were available
viz, Bambay, Delhi, Calcutta, Madras etc. Then they could be in a better
position to see that the Stores were supplied directly to the depots.

1.26 Proper divisional stores organisation to look after receipt and
distribation of stores at the local level is imperative for successful operntions
in Raflways and deserves to be given due importance, Ina non-official memo-
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- randum attention of the Committee has been drawn to the need for adequate
organisational set up at divisional level to look after receipt and distribution
of stores besides controlling and checking the divisional requircments. The
Committee have been informed that some initiative e.g. creation of the post
of an Executive Assistant common to all departments and directly under the
Divisional Manager have already been taken in this direction. The Committee
hope that the divisional stores erganisation weuld be placéd on a sound footing.

1.27 Tt has been represented to the Committce, however, that very
little purchasing powers are available at the shed level and even for pnrchases
of a small amount of Rs. 5000'- the matter has got to be processed in the
Office of the Controller of Stores which is somctimes situated at a distance
of say 600 Kms. Markets are also located at distant places. The Chairman,
Railway Board during evidence expressed the hope that when the proposed
Regional Committees are set up at places where stores were available viz,
Bombay. Delhi, Calcutta, Madras etc. it would be possible to make supplies
direct to the sheds depots. The Committee however feel that adequate power
should be delegated to sheds/lecal levels to enable them to meet their day te
day requirements.
‘ D. Purchase Agencies

128 The main agencies through which stores are procured by the
Indian Railways are : o
(a) Director General, Supplies & Disposals
(b) Railway Board
(c) Individual Zonal Rallways® and ihe Production Units’ own
purchase set-up.
1.29  The total value of purchase mude By Railways during each of the
last 10 years i.e. from 1972-73 to 1981-82 and the share of euch of the three
agencies was ¢:s follows :

VALUE OF PURCHASES

Year Material Fuel Total Deptt. Railway Zonal
.o & of Board Railways
Supplies Supply

(Rs. crores) % % %
1972-73 378 108 486 28 28 4
1973-74 404 103 507 29 23 48
1974-75 470 122 592 32 21 47
1975-76 604 172 776 40 15 45
1976-77 567 197 764 32 28 40
1977-78 525 207 732 25 26 49
1978 79 573 . 207 780 24 26 50
1979-80 721 234 1005 21 28 S1
1980-81 994 383 1377 24 27 49

1981-82 1224 523 1747 27 27 46
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1.30 DGS&D purchases on behalf of the Railways all items except
those which are peculiar to Railways or where the individual requirement is
of low value i €. below Rs. | lakh  Purchases made through DGS&D con-
stitute 27 percent of total Railway purchases.

It has been pointed out in a memorandum that :

“This arrangement has led to dual responsibility and has been
responsible for failure to fix responsibility in cases where shortage
have occurred at different levels. The first and the most impor-
tant change the Railways, therefore, is to do away with this dual
responsibility and to put the entire purchase of railway stores in
the hands of the Railways themselves. Recommendation to this
effect has been made several times by the various Committees
which have been appointed to stremaline Store Purchases but for
some reason this important recommendation has not been
implemented so far. In my opinion this is a basic change which
must be made in order to ensure that the divided responsibility
does not come in the way of achievement of Railways targets.”

1.31  An ex-Director of stores has expressed the view that ‘‘the bulk-
ing of DG helps; it helps the industry; it helps the railways also. The
pricing is arranged by them. The only difficulty is the lead time by them for
their indent. You have to send indent practically a year or 18 months in
advance. If you start placing an indent 18 months in advance for 12
months contract period, the estimates are net that accurate. And some
variations taking place during the intervening period does not get correct,’”’

The Chairman Railway Board stated during evidence in this connection
that : - ‘

““Out of Rs. 450 crores, Rs. 327 crores represent fuel oil and about
Rs. 16 crores paint. We feel that positively we can straightaway
take over this purchuse of fuel and paint from the DGS&D.
There will be no difficulty. We can perhaps save about Rs. 1}
crores which we pay for doing this.”

He added :

““We consider that there is no formidable problem or difficulty
for the Railways to take over residuary purchases especially
when most of them pertain to public sector undertakings like
1.0.C.. The point is very well taken that pei-haps the DGS&D
may not have a total appreciation of the havoc that is caused
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due to the delay in supply of materials to the various depots of
the Railways. The contention has always been that there are
many other Ministries and many sectors which are purchasing
the same material and therefore to take care of run-away of
prices or price variation, it should be channelised through the"
DGS&D. While that may have existed in the past when there
was proliferation of oil companies, today it does not exist. Most
of the purchases are major purchases and heavy purchases whieh
have beén getting from many public sector undertakings. The
railways had taken over three-fourths of the purchases. There
is no difficulty in taking over the remaining. The question of
dual responsibility therefore, should not arise, if the purchases are
completely done by the railways.”

1.32  With regard to advantage accruing from -bulking of demand
the Chairman Railway Board observed that while bulking did help, the lead
time under the aegis of the DGS&D was much higher than if the Railway
Stores directly purchased these items. He added that :

“The lead time, I am sure, will certainly come down. The
railway has to do the work.”

As regards pricing, the C.hairman, Railway Board observed that :

“It is ulways open even now where railways bulk purchases are
made, especially where public sector organisations are involved,
like BHEL etc., that we have to-goto the Bureau of Industrial
Costs and Pricing and we get the prices and we agree with the
public sector undertaking with regard to giving .them the price as
suggested by the Bureau. That should not create any further
problem just because DGS&D is not doing the purchase.”

1.33 The Chairman, Railway Board assured that since Railway was
already doing two-thirds of this job no elaborate machinery would have to
be created for taking over of the remaining one-third work. That should
not give any spegific difficulty to the Railways and with minimal staff, it
should be possible. '

1.34 A non-official pointed -out in his Memorandum that a lot of
complaints had been received regarding the functioning of the inspection
mechaﬁism—RITES—who do not have regular cadre of inspectors. Trey
are people taken from the Railway Workshops etc. on deputation and have
no particular knowledge of inspection and are trained for the job.
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In this regard che Chairman, ‘Railway Board stated that the in-
“'spection personnel in RITES had - been taken from the railway workshops
“dnd were therefore qualified to inspect railway materidl. They were in the
"know of the specifications to which the- material should conform. Further
that as consumers they would be more conscious of the quality. He con-
‘ceded, however, that :

“With regard to people taken from the railway workshop on
deputation for doing the work of Imspector, certainly some of the
persons. selected lack certain capabilities with .regard to later
and modern techniques in inspection which we call non-destruc-
tive tests,and things like that. -For ' that, the point is well taken.
We are now insisting that such of those RITES Inspectors who
‘have to ‘do specific- work involving - inspection ‘with the ‘use of
Gama Ray equipment must be trained by competent truising
establishment. with BHEL or Defence Units so that - they come up
to -the levels of inspection which we expeot along with use of
modern technology. - Otherwise,  for wvisualwimensional check,
guality check composition etc. the railways and the RITES also
- take advantage of the railways'.chemists and metallurgists wings.”

He added :

“With regard to the men being drawn'from the Railway, ‘there is
no difficulty %cause they are also the ultimate usersan@ they
know much about it than anybody else.

. 1.35 The Committee'find that at present ehly 279, of the ptrchadés for
Rallways are being made through DGS&D. Out of Rs. 450 crores 'worth of
puiéhases made through~BGS&D, Rs. 327 crorers are stated te répresent
fuel oil and Rs. 16 crores:p#ints. Chairman, Ra¥way Board indicstéd 8uring
évMence ““we can straight-wway take over this- purchase of fuel-and'puints

. form DGS&D. -This,-he - estimated .would result-in a  saving of Rs-14
crores annually to the rallways, which bad to be paid to DGS&D for doing

. Almost ngthing as all that DGS&D is to do is to purchase .the fuel oil from
"TOC. If purchase of this item is given to the Railways, they can purchase

it dirgctly from the JOC instead.of through DGS&D. It has also been

. keparted that purchases thsough DGS&D entail a lead time of as many as 18
. months. . There cag be substantial reduction of the lead time if the purchase
_of such .items are made directly. Moreover the Committee feel that quality

..specifications of Railways could not be better looked after tham through their
owpn personnel specially when Railways have developed the necessary expertise

_ for stores_inspection ip RDSO and RITES. The Committee therefore

re¢ommend that in order to reduce lead in procurement of Stores for railways

1
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and to ensure quality specifications the function of railway purchases at
present being done through DGS&D may be taken over by the Railways in
due course of time in a phased manner. To begin with purchases of Fuel Oil
and Paints may be taken over by Railways from DGS&D and for this
purpose matter may be taken up with the Ministry of Supplies. The
Committee are of the view that there is scope and the Railways do recognise
the need, to train up people in RITES in modern inspection techniques so
that the disadvantages resulting from the non-availability of DGS&D expertise
after pﬁrchases have becen taken over could be made up by the expertise
developed in the Railways’ own set up. The Railways should take up
measures to develop inspection expertise to match their requirements.

E. Import content of Railway Purchases

1.36 Import content of the Raiiway ‘Purchases since 1972-73 had been
as follows :—

Year Total Purchases Value of imports  Impoits”
Rs. (in crores) (Rs. in crores) Percentage of
total purchases

1972-73 486 60 12.3
1973-74 507 60 11.8
1974-75 592 63 10.6
1975-76 776 63 8.1
1976-77 764 50 6.5
1977-78 732 44 6.0
1978-79 720 44 5.6
1979-80 1005 75 7.5
1980-81 1377 144 10.5
1981-82 1747 152 8.7

1982-83 1928 144 1.5

1.37 The Ministry of Railways have claimed that with elaborate
measures towards reducing the import content in Railway Purchases, they
have been able to achieve considerable success in this regard and imports are
now limited only to certain raw materials, proprietory items and other ‘hard
core’ items. The manufacture of such specialised items calls for sophisticated
manufacturing techniques, high capital investment and foreign collaboration
in most cases. Due to limited off-take of these items by the railways, not
many units in private/public sector are keento take up their indigenous
manufacture. Examples of such items are turbo chargers and their spares,
crankshafts, trimetal bearings, governors, pistons, pistonrings special type of
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steel (Cdfto_n), wheels and axles etc. Efforts continue to be made to attract
entrepreneurs, as also public sector units to take up their indigenisation.

In this connection, it*has been represented on behalf of a Chamber of
Commerce that :—

““w... It is very much necessary that Railways shuld have an ancil-
lary approach. If they are importing a particular quantity of
items per annum and for the same if somebody is setting up an
industry, it can be termed as ‘ancillary’. Basically the aproach
has to be ancillary, and once the capacity is established, the
Railway, should assure them of the market. If this approach of
‘ancillary does not come up, the items which are on the import list
will remain on the import list for 20 years.”

1.38 Expluaining the reasons for upward swing in import content of
railway purchases from 1979-80 onwards. The Chairman, Railway Board
stated that upward trend was due to price rise. He pointed out that distress
purchases had to be resorted to as indigenous industry had failed to make
up the shortfall in production. This was stated to be one reasons for. fluctua-
tions in imports on year 10 year basis. In addition, it was also pointed out
that it could not be rigidly ensured that only one year's requircment was
imported in a year, Some fluctuation in import content would accrue o
this account. ‘

1.39 The Committee wanted to know if an ancillary approach in the
matter could produce results. The Chairman, Railway Board stated :--

““The Ministry of Railways do feel that ancillary approach'in the
matter could produce results and vendors for impoit substi-
tutions should bz encouraged. The Ruilways offer special
incentives to those people who come forward for development of

"

such items......

140 The Committee enquired why like public scctor undertakings
Railway Ministry could not accept such units as were prepared to take up
import substitution as ancillary units. The representative of the Railway
Ministry stated that this suggestion had legal implications. He assured that

it would be cxamined.

1.41 The import content of Railway Purchases bas shot up from Rs. 75
crores (7.5 per cent of total purchases) in 1979-80 to Rs. 144 crores (10.5
per cent of total purchases) in 1980-81. In the subsequent year i.e. 1981-82
the value of import increased to Rs 152 crores though in terms of
percentage it was less by 1.75 per cent. The import content, however, came
down to Rs. 144 crores (7.5 per cent of total purchases) in 1982-83. A
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Chamber of Commerce has urged that if thé Railways adopt ancillary
approach, it should be possible to reduce the import bill. The Committee
understand that some of public sector enterprises have already set up ancillary
units. -The Committee recommend that if any unit -evinces interest in taking
up manufacture of items which are being imported by Railways at present;
it should be treated as an ancillary unit and assured of market. The
Committee have every hope that adoption: of ancillary approach would help
indigenisation and encourage impor¢ substitution.



‘CHAPTER 1II
~FENDER SYSTEMS

A. Open Tender System

- The basic principle underlying procurement on the Indian Rail-

.+ ways is that of acceptance of the ‘lowest .acceptable offer” from .amonst
competitive bidders, exceptions being single tender purchases of low value
items and the proprietory article purchases. In the matter of policy on

,. procurement, Ministry of Railways are generally guided by. the policies

. framed by the Mihistry of Supply.

‘FoHlowing types of tenders are prevalent on the Railways :

Tender System " Value of Purchases
for whi¢h used
1. Advertised/commonly known - Above Rs. 1.0 lakh
as Open Tender

2. - ‘Global Tender ‘for imports
3. Spl limited tender upto Rs. 1.0 lakhs
4. - Bulletin tender upto Rs. 1.0 lakhs
5. Single tender upto Rs. 0.10 lakhs

B. Open Tenders

2.2 It has been pointed out in a memorandum that :

““Open tender system is' time consuming and lengthy process
because it involves screening of tenders submitted, their tabulation
and vetting of rates by the Accounts so tabulated etc. Besides,
due to late publication of open tenders in many instances, the
time available for submitting quotations becomes insufficient and
response against such tenders also becomes poor. In case of
new bidders, capacity examination often creates a serious probiem.
What is more disappointing is that the limit for open tendering
has been kept for purchases exceeding Rs. 1 lakh only and this
amount is much too low in the present context of hike in costs
and prices,”

It has, therefore, been suggesied that open tenders may be resorted to

onfy for purchases exceeding Rs. 51akhs in place of Rs. 1 lakh as at present.

17
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.

2.3 Reacting to the aforesaid suggestion of a non-official, the Chairman,
Railway Board conceded during evidence that open tender system did in-
volve the problem of the types mentioned. It should be said that it was.
preferable to resort to limited tender for as many purchases as possible but he
expressed the view that limited tender also suffered from a serious handicap
where the new bidders could not come in and hence it kept out new manu-
facturers of proven quality to come in because of the limited tender system.
The rates obtaining against the open tender were likely to be lower than
those against the limited tender. He added, however, that the restricted
purchascs through the limited tenders had to be commensurate with the

. organised market research, market intelligence vendor development functions
etc in that organisation. In his view under the present set up it was not
considered feasible to substantially enhance the value limit for calling of
open tenders. But for specific items where only limited forms were available
or where the items were meant for safety, limited tender were issued regard-
less of the value because safety was primary criteria.

2.4 A point was raised during evidence regarding the necessity of hav-
ing the open tender system at all when Railways had effective and efficient
machinery for quality control testing. Even in open tender system apart
from submitting a quotation a sample had also to be submitted and if the
sample did not conform to the standards prescribed by Railways it could be
rejected even though material was not sub-standard, The Chairman,
Railway Board pointed to the danger that in open tender, the supplier. may
not actually have the acquired manufacturing facility and may have bought
the sample from others. The Financial Commissioner added that on the
other hand in the limited tender system ihere was the danger of proven
suppliers forming rings. and quoting monopoly prices. It was explained further
that unlcss a minimum order was given which could be a break even point
for them for a viable quantity or which gave them a minimum profit margin,
they could resort to short cuts in manufacture.

2.5 It has been represented to the Committee further that :

“Now, as fur as open tender is concerned the system is that it
first goes to the Press and when the railways send it to the Press
they keep a margin of sixty days. Although the real intention is
to get competitive quotation the purpose gets defeated as sufficient
time duration is not available... The ideal thing would be that
since therc are DAVP approved advertising agencies they should
be involved and clear 45 days are given to the tenderer.”

2.6 On the question of involving DAVP in the publication of tenders
and allowing clear 45 days to the tenderer the Chairman, Railway Board

observed :
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. ... the suggestion prima facie is very reasonable, that it can
be done through DAVP. But we will have to go into the further
ramifications of this as to whether there are any complications.
It should bz our intention to give clearly 45 days to the tenderer
so that there can be maximum and correct response to our

tenders.”

2.7 The Committee agree that a judicious approach has to be adopthd
between calling upon tenders and limited tenders while open tender system
ensures competitive bidding, the limited tender syStem shuts out new manu-
facturers. Quite often bidders in the limited tender system form rings and
dictate their own price. So far as Railways are concerned urgency and safety
are the main criteria for arriving at such decisions. However the Committee
are strongly of the view that where decision to call open tenders is taken it
should be ensured that a minimum of clear 45 days are given to the tenders so
that maximum and correct response is available to the tenders issued by
the Railways, The Committce recommend that the Railway Board should
examine whether it would not be of advantage to utilise the services of
the DAVP ipproved publication agencies to ensure timely publication of

the tenders,

C. Limited Tender System
2.8 It has been stated in a memorandum that :

“‘Purchases through limited tenders are generally made by sending
tender enquiries to only such parties who in the opinion of the
Purchase Officer, will be in a position to deliver the goods in
time, being regular manufacturers of the items required. In case of
such tendering, the question of showing favouritism or ring for-
mation cannot be ruled out altogether. This method may be
adopted for items to be procured as per drawings/specifications
and of items of peculiar nature”.

2.9 It has been further suggested that the tendering in such cases should
be broad-based to cover as many suppliers as possible and that for this
purpose services of different Chambers of Commerce and Industrial Associa-
tions should be availed of in locating sources of supply of equipment and
stores especially those in short supply.

2.10 The Chairman, Railway Board explained during evidence that
“the Ministry of Railways agree that limited tender should be broad-based.
They do not, however, agrec that services of different Chambers of
Commerce and Industrial associations should be availed of formally indi-
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cating sourees of supply. It may or -may not be ‘correct "because some of
them'may not be members-and 'we want to makeit really broad-based’’.

He added that. individual - enquiries were made. Individual -industries
either directly -or - through- State Development Corporation or through the
Chambers of Commerce were already free to approch the Railways for
registration as suppliers of items of their interest,

He stated further that-the list of approved suppliers is formulated based
on the firms registered with. the. Railways, developed through trial orders,
approved by centralised agencies like RDSO, CLW, DLW, DGS&D etc. These «
lists were up-dated from time to time depending on the performance of the -
suppliers and the currency of their reg.stration.

2.11 When asked if the Mihistry had examined to see whether adequate -
proportion “of units were - registered with the*'Railways,” the Chairman:-
Railivdy Bohrd stated that soch'a‘study had not been carried out and wonlt
be a'part 6f the market” research ‘function. 'He agreed' ‘that’ such & systenr -
shoifld B& det up by ‘the railways.

The Committee were informed during evidence that there was no formak-t
liaison presently. However, under the single point registration scheme, firms
registered with the NSIC enjoyed automatic privileges in the purchase pro-
grammes of the railways.

2.12 A Chamber of Commerce has represented to the Committee that
““there were’'earlier .consultative -Committees in Railways but the same have
nowbeen- dissolved; Such type of Committees:should be there at the
national'and 'State fevels. ' These Committees play a very useful'role’”.

The Chairmen, Railway Board stated that :(—

“The point needs - to be checked up.. Incidentally it is pointed
out that RRC have also recommended formally orgamising certain
functions like market resecarch, market intelligence, vendor
devetopment stc. - Organisation - of - these functions will pave the
way for impletnenting the suggestions made.”

2.13. The Committee recommend that limited tender system on Railways
should be made as broad-based as possible so as to counter the tendency
among the suppliers towards ring-formation under the limited tender system
and charging monepolistic'prices. - In this' connection, the Committee under-
stapil . ¢hat- o .:study' has been.carried out at. any time to see if adequate. -
proportion of suppliers are registered with Railways for supply of various .-
items. . This points-to need for a formal organisation of the market research ~
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marketintelligence end-vender rating - gnd . development . .system on Rallways

as recommended by the Railway Reforms Committee. The Committee

recoutinénd: that  such: studies should - from pant:-of efforts at reonganisation
of the purchase mechanism. Limited tender lystem could: thembe placed
on a more stable and fair footing.

D. .Proprietory Purchases . .

2.14 ‘Articles‘ef proprietory.nature.are.purchased an single-tender basia
againgt proprietory certificatas: isswed by the consuming department::

The volume of purchases made by the Indian Railways and the pro-
ductionunits:in' the fest:2 yeass.on proprietory basis is given below i—

(Valuein Crore of Rs.) ..

Year - Total ... Purchases on PAC purchases
Purchases PA_G‘ (App.-vahie): % of tatal:

1980-81 1377 31.14 2.26%

1981-82 1747 27.53 1.58%

2.10 It has been represented to the Committee that proprietory purs-
chase should be looked down upon and avoided at all costs.

It has been suggested that :—

(i)  No item of proprietory nature should be allowed for more than
two years and it should be' the duty of the “railways 410 develop 2
to 3 sources of each of these items. -

(ii) Items ‘declared proprietory should-be exemined:byha special
Comnuttee ‘consisting’ of -‘executive; - financial + andus technical
personnel: -

(i#).>+ Quhrterly statemests.should be -forwarded to recognised Cham-
bers of Committee so that paralel.purchases. are developed and
encouraged.

(iv) No proprietory certificate should be issued with brand names.

Howevorysfrom. the information furnished by the Ministry it is scen
thatsafeguasds have. heen pravided against misuse of powers with regard to
pusalssesof materials under this system, such as :—

(1) » limited powers to sign the proprietory certificate ;
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.(ii) ;;owers of purchase of stores officers have also been laid down:

(iii) the proprietary certificates are not to be accepted as a matter of
course,

(iv)  steps have been taken to climinate dependence on single source
and to develop alternative sources; and

(v)  Purchases mzde by Railways arc also published in periodical
stores Bulletin regularly and in the India Trade Journal to bring
such purchases to the notice of the potential suppliers.

2.15 It has been represented to the Committee further that while one
Railway is bying an item on propriefary basis the same item is being pur-
chased by another Railway on a much lower price on the basis of compe-
titive bidding. It has been pointed out further that DGTD has developed
more than one source of almost all items.

2,16 When asked how the same article could be certified as proprietory
on the Railways and not on the other, the Chairman, Railway Board
stated :—

““The vast organisation that the railway is, the same problems
are happening, but they should not happen. If any case does
come to our notice, we shall certainly follow up. We do not
know how the statement has come about. We are always
anxious to see that nothing is treated as proprietary articles
because it does involve much more expenditure for the railways.
Railways are always on the look out for alternative sources for
for proprietary articles. In fact, we have developed a cell whose
main function is to locate more and new sources especially pro-

: prietary items. Incidentally, it is also expected that whenever
new souces are being developed by DGTD especially for railway
items, the source will automatically approach the Railways for
their sales programme.”

2.17 Asked to state the norms prescribed for giving such certificates
the witnees stated :— '

““The technical officers by their experience and knowledge they must
be having an idea of the materials. For example about items for
electrical locomotives they must be knowing which item is deve-
loped, where it is used, which firm is manufacturing it is India
etc. Then they can certify, Some Indian firms may be having
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collaboration with a foreign firm for manufacture, apd they can

give the specifications of the items required. We do not have

the drawings or the specifications of that item; we go to the same
firm and obtain the drawings in consultation with them. We
have to identify ths specifications first, and then obtain them
...... In this connection as far as the development officer is
concerned, he also takes advantage of being on the Board of
DGTD with check all these things and see whether there are
other manufacturers of similar items which are specified and
to specifications. In this way we have tried and substituted
bearings and other kinds of materials of similar quality. But the
main problem is material specification and which are not at all
under production, items which are not available. These items
are to be specified before hand whether they are essential, and
this the technical officers have to see and certify. And here also
the certificate of an officer of the grade of JAC only is accepted.”

The Committee enquired as to how the Railways satisfy them-

selves' about the reasonableness of the price of a proprietory item. The
Chairman Railway Board explained that :-—

2.19

“We see the prices for the last two or three years. We see the
inflationary trend with regard to any raw material cost etc.,
normally utilised for such items and only oh that proportionate
basis, if it is justified, we accept. Otherwise, we do not accept

the price.”

Another representative of the Railways added :—

“As regards the very high price of proprictary item, whenever we
find that the price is very high, we try to get other people’s in-
terest to find out whether they are able to meet the quality. We
give the sample to them to analyse it chemically and find. out

" whether they can take it up. But, Sir, that is a long process and

in the meanwhile, we have to go to the same original manu-
facturer.”

It has been stated in 4« memorandum that :

It is understood that certain instructions have been issued to
the Purchase Officers' to the effect that for buying spares for
Diesel/Electric Loco/FMJ Coaches/AC Coaches the Tenders are
to be issued only to such parties as are recommended by the
consuming departments. This, according to the Chamber, is a
yery unhealthy practice leading to favouritism at the cost of
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competition..-* Besides, such a procedure: amounts: to giving the
power of purchade directly to the consumers and:«develops a lot
- of vested interest at' theirend. In case:.there iv'any such pro-
‘cedure, the same should' beimmediately. dispensed with and the
procurement should be-done as per: normab: purchases procedure
of the Railways.”

A view has been expressed before the Committee in this connection that
" the consumer should be atiiberty to 'suggest 2-3 names but those already on
the approved list of Railways should also be considered.

A representative of the Railway:Board clarifiod the point thus : —

‘... the correct position is that consumers can -suggest the firms
in addition to the approved firms' and- see that ' lists are readily
avajlable with the‘railway for getting the stores. If there has been
any misunderstanding on account of this Circular, we will see
that it is clarified. We will take necessary action.”

2.20 In regard to efforts being made to - create * alternative soarces’ of
.supply apart from publishing in the bulletin the Chairman, Railway Board
stated : —

' “Presently not much efforts are made to develop alternative
sources apart from publishing in the bulletin. In fact, Railways
have organised an exhibition on wheels of the items for which
they wanted developmaent of new sources. -This. function certainly
needs to be organised on the Railways.”

""2.21 The Committee have been assured that all pessible sefeguards bave
" beert wlopted on Ruilways ‘against ‘misuse of powers-governiag purchases of
" mdterials of proprictary nature such as-Himited powers to sign the proprictory
" “tertificate to officers at sufficiently high level. Purchases made by Railways
* are also ‘published in ‘periodicsl Stores Bulletins' regularly and in the India
trade journal to bring such purchases to the notice of the petential suppliers.
Possible safeguards are also adopted to ensure that as far gs possible the
stores are purchased on correct prices and of right qualities. While these
vt ¢fferts are all-nseful-and welcome,  the-Committee. .cannot kelp observing that
ipositive measures towards developing alecraative sources of .supply are lack-
1vingt Jt:is here that the eed : for -organisntion of.-market- research, market
sitnegiligence nand\~vender rating--and deselopment system 4ds-relevant. The
¢ MComisittee’hope that-whon the system ie vorganisad formally, this important
1 gepect'of stores gairohwse will be:taken eave of.



25

2.22 A discrepancy in regard to proprietory purchase system that has
been brought to the notice of the Committee relstes allegedly to the fact that
while one Railway is buying on proprietory basis the same item is being pur-
chased by another Railway on a much lower price on the basis of competitive
bidding. Railways would do well to take measures to obviate such possibili-
ties. One way to achieve this objective can be to identify and publish the
items which can be had only on proprietory basis, This list could be reviewed
periodically and updated.

E. Srores Bulletin

2.23  Weekly stores Bulletin is somewhat akin to open tendering and
is circulated to registered suppliers of the Railways borne on the subscribers’
list A view has been expressed before the Committee that :—

“This type of tendering should be made use of in items of common
purchase with timely publication of such bulletins so that suffi-
cient time is available to the suppliers to quote in time. This is
not, however, recommended for proz:urement of stores to be
purchased as per drawing/specification of peculiar nature.”

2.24 It has been added that normally quotations received from parties
not registered with the Ruilways for any particular item are not considered.
However, with attemps being made by the manufacturers to diversify their
product range, such restrictions should not be imposed -without. checking
their capability for making such items. '

225 The Chairman, Railway Board shared the view that Bulletin tender
should be made use of in items of common purchase with timely publication
of such bulletins giving sufficient time to suppliers to quote in time.

2.26 With regard to the quotations reccived from the parties not
registered with the Railways, the witness expressed the views that weekly
stores Bulletin should not be thrown. open to the unregistered firms. He
explained that : —

“...such unsolicited  offiers are generally ignored asit is not
possible for the Railways to start verifying the capabilities of
such parties for all their small purchases. Such parties can always
request the Railway for registration which is granted after due
verification of the firm’s financial and technical capability, as well
as the quality control.”

227 The Committee hmve been sssured that the system of Bulletin
tender is being made use of by Railways only fer items of cemmon purchase.
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Even so, the Railways must ensure that weekly Bulletins are published regu-
larly and in time so as to allow a@equate time to registered suppliers to puf
in their quotation. The Committee are not in favour of Railways entertain-
ing any unsoliceted offers, But if there are, the parties making such offers:

may be advised to seek registration.
F. Rate Contract Purchase

2.28 Ministry of Railways have, in a note, furnished to the Committee
intimated that Rate/Running Contracts are special features of DGS&D and
are not used on Railways.

In this connection, it has been stated, in 2 memorandum furnished to
the Committee, that Rate/Running Contract is a useful device for cnsuring
purchase of important items of Stores covered by rate contract within the
specified ceiling of prices. Wherever DGS&D rate contracts are available
the same should be operated to cut short the delay in placement of orders.
Similarly Repeat order system prevalent on the DGS&D is absent on the
Railways.

2.29  The Committee enquired that if Rate/Running Contracts and the
Repeat Order Systems were not suited for Railways. The Chairman, Railway
Board stated :

“As far as the rate or running contract arrangement for pur-
chases is concerned, I for one certainly would specifically say that
it is quite advantageous and it will help us to bring down the
inventory etc. As long as there are well-versed purchuses, the
rates have been fixed and we can directly draw from them instead

« of getting the whole lot and stocking them. But unfortunately,
trusted large scale manufacturers so fur have been few and far
between. But we expect that things would improve with the
rapid pace of industrialisation.”” When this takes place, there
would be nothing like rate or running contracts and anybody
could drawn at any time from any place.”

The Financial Commissioner, Railways, however, stated :

“We also have the rate and running contract. . . we have certain

principles of rate contract but not the volume which perhaps
DGS&D has. We would like to establish that standardisation

on electric loco and various other components, if there are ade-
quate number of manufacturers,”



He added :

“There are a large number of manufacturers available and we
take advantage of the running and rate contracts of the DGS&D
also.”

2.30 When asked if it had been found that of goods supplied under
rate/running contracts were not of requisite quality, the Financial Com-
missioner stated :

‘It depends upon the quality of inspection. Some failures might
have been there but T do not think that is correct, A particular
lot may not come up to the standard and the Inspector might
have passed it negligently. Such instances can happen. But it
is not general complaint.”

]

2.31 The Chairman, Railway Board however pointed out that :

“The proper working of rate contract system specifically envi-
sages quality manufacture of fairly large numbers who can always
ensure that quality. We do inspect before we certify them  But
sometimes sub-standard and poor quality material is supplied.
We see to it that such people are dealt with severely. At the
same time, we also tighten up our inspection and do not take
things for granted.” ’

2.32 Rate/Running contract system is a useful device for ensuring
purchase of selected items of stores covered by this system within the speci-
fied ceiling of prices and to cut short delays involved in going through the
roatines of issue of tenders. The Committee, however, find that the Railways
have not adopted this system on Railways even though it is known to result
in considerable economy of time and effort. With proper system of inspections
there should be no reason for apprehension about quality of goods under the
system. The Committee recommend that Railways should examine the
advisability and scope introducing this system on an experimental basis.
If the Railways decide to try this system, it will be necessary to simultaneously
tighten the inspection machinery so that sub-standard goods are not
accepted.

G. Financial Powers of Purchase by Officers

2.33 It has been stated, in a memorandum, that the financial powers of
purchases by officers of the Controllers of Stores in Railways are very much
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limited when compared with similar bowers vested in officers of equivalent
ranks of the D.G.S.&D. as would be evident from the following table :

Powers of Purchase of the Powers of Purchase of
Officers in the DGS&D Officers in the Rlys.
Asstt. Director Rs. 1.5 lakhs ASOP  —Rs. 15,000/-
Dy. Director Rs. 7.5 lakhs ssop —Rs. 40,000/-
Director Rs. 25 lakhs Dy. COS —Rs. 2 lakhs
Dy. D.G. Rs. 75 lakhs Addl. ,, —Rs. 5 lakhs
ADG/DG Rs. 1.5 crores COS/COMM—Rs. 10 lakhs

It has been suggested therefore that the powers of purchases of
the Railway Officers should be enhanced as follows for the time being :

ASOP —Rs. 30,000.00
SSOP —Rs. 1.5 lakhs
Dy. SOS —Rs. 5 lakhs
Addl. COS —Rs. 15 lakhs
COS/CMM —Rs. 30 lakhs

2.34 The Chairman, Railway Board explained during evidence that
the reason for the wide variation between the powers delegated to the offices
of the D.G.S,&D. and to the corresponding officers on the Railwzyg was
that DGS&D did not undertake procurement against demands rating less
then Rs. 1 lakh. In fact for all common user items where the railway
demand exceeded Rs. One lakh, Railways had to buy through the agency of
DGS&D. The Purchase powers on the Railways were based on the quantum
of purchases involved in each slab of powers delegated and the correspond-
ing organisation available on the Railways.

2:35 The Chairman, Railway Board added that these powers were
reviewed as and when required to balance the work-load and to take.care of
inflation. The delegation of powers, he stated, was subject to discussjons
in all the Conferences of the Controller of Stores. Even in the Conference
held in Novembey, 1983 certain decisions had been taken and certain changes
were currently in the process in the Ministry of Railways. A part from the
annual review, individual railways and production units continued making
suggestions;for adjustments and rtevigion of powers wherever a bottleneck
was folt by them. Such proposals were being looked into and revision



29

authorised, if found desirable. The witness” indicated that the current pro-
posals for enhancement of powers are :

Level of Officer Current powers

1. Assistant Senior Scale Rs. 15,000-40,000 (not proportio-
nately changed for the asstt. officer
but increasing the limit of Rs.40000 to

*  Rs. 50000)-

2. Depnty Controller of Stores Rs. 2 lakhs. (We age increasing it to
Rs. 3 lakhs)

3. Additional Controller of Stores  Rs. § lakhs (increasing to Rs. 10
lakhs)

4. Controller of Stores/Chief Rs. 10 lakhs (proposed Rs. 25 lakhs)

Materials Manager
f. General manager Rs. 2 crores (No change envisaged)

2.36 The Committee have been informed that purchase officers have
been delegated financial powers to release foreign exchange in DGS&D. The
powers vary from Rs. 1 lekh to Rs. 5 lakhs based on the level of officer,
Assistant Director to Director General. No such powers exist on the
Railways where General Manager alone is authorised to release foreign
exchange up to Rs. 10,000 in each case with half-yearly ceiling of Rs. 1 lakh.
It has, therefore, been suggested that if General Managers are delegated with
adequate powers of release of foriegn exchange say up to Rs. 50,000 in each
case and Rs. 5 lakhs in aggregate in 6 months, delays in obtaining foreign
exchange sanctions can be avoided.

2.37 The Chairman, Railway Board stated during evidence that :

“I may submit that the Railways have not been treated at par
with the DGS&D as far as imports are concerned. Railways do
experience constraint because of the limitations in imports of
materials.”

2.38 It has been: suggested to the Committee further that similar to
DGS&D purchases, if Railway purchases are exempted from the formality of
Import Licence, delays in obtaining Import Licence can be obviated.

2.39. Tho representative of the Reilway.expressed the follewing view in
this.regard : ’

*...But certainly we do feel that this is the step in the right direc-
tion if the railways be made a major Ministry and equally
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responsible Ministry which can be exempted from import
licences.”

2.40 In reply to a subsequent question the representative of the Railway
Ministry stated that :

“The Inventory Management Committee in a recommendation
had desired the Ministry of Railways to consult Ministry of
Finance to see if the import licence formalities could be simplified,
similar to the procedure in vogue for purchase by DGS&D. The
import policy of the Government of India had in the recent past,
been making an exception for the Railways in respect of items of
Railway usage. These items were generally exempted from the
purview of the import licence. However, the Ministry of Finance
had not agreed to the procedure as obtaining in DGS&D The
Railway Reforms Committee is also said to have recommended it
and we shall pursue this reccommendation.”

241 The Railways are experiencing difficulties because of limitation on
import of materials. Government might re-examine if in the interest of
their operational efficicncy the Railway could be exempted from the formality
of obtaining import licences and allowed powers at appropriate levels release
foreign exchange of an agreed amount to meet their day to day requirements.
The Committee on Inventory Management and the Railway Reforms
Committee are also reported to have made recommendations to this effect.

2.42 The Committee find that the purchase power available to the
officers of the Stores Department of Railways at present are much less than
those available to their counter-parts in DGS&D. Chairman, Railway
confided during evidence that the question of enhancement of powers of
Deputy Controller of Stores, Additional Controller of Stores and the Contro-
‘ Nler of Stores was under their consideration, The Committee hope that an
early decision will be taken in this matter.

H. Procedural Matters

2.43 In memoranda furnished to the Committec by non-officials, it
was represented that :

(i) Even though Railway tender forms prescribe a time limit of as
long as 60 days, extensions beyond that limit arc sought by
Railways with the result that the bidders have to quote in:lated
prices to keep cushion for prices increases during this long vali-
dity period;
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(ii) For submitting their quotations bidders are required to obtain
the Indian Rajways specifications and drawings from RDSO,
Lucknow and because of this bidders are not sometimes able to
submit their quotations in time.

(iii) Parties have to chase the railways for over 4 to 8 weeks to get
payment of their bills whereas in the case of DGS&D this exer-
cise does not take more than a weck.

(iv) DGS&D reject the Stores within 45 days of its supply whereas
Railways have not prescribed any time limit. All that the
Railways terms and conditions stipulated is that payments should
be made within a reasonable time;

2.44 The Committee asked if the existing validity peiiod of 60 days
was not too long. In reply, the Chairman, Railway Board explained during
evidence that : '

““Sometimes reailways have to request the firms to give extension
for validity beyond 60 days. The existing purchase Organisation
specifically needs to be suitably modified to reduce the time-limit
for settling the tenders. We accept this neced. Proposals are
already under examination to achicve this objective on how to
cut down the time between tendering and to get the quotations
and finalising the same and placement of orders. But it is
difficult to have a system in which dccision, especially in a big
organisation like the Railways could' be tiken 15 days, Being a
departnfental organisation, the element of gccountability requires
the compliance with many procedures including the vetting of
finance from time to time. However, as and when the re-
organisation comes into -being, there is likely to be further
improvement and we expect that we would be able to work well
within 60 days limit and not ask for any further extensions.”

2.45 1In reply to another question the Chairman, ‘Railway Board in-
formed the Committee that the present stores system was still ““desk-oriented
and clerical-oriented.” The Railway Reforms Commission have suggested
a radical change and have favoured a supervisor-oriented system,

2.46 Asked if obtaining of specification and drawings from RDSO
was not a time consuming process, the Chairman, Railway Board conceded :

“I agree that this is a time-consuming process and whichever
railway invites the quotations, it is for them to make available
‘ the latest drawings and specifications instead of going to some
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other railway to get these specifications. It will be our endeavour
to devise ways and means whereby theeRDSO will send the
latest drawings and specifications to the Controller of Stores who
are asking for these bids but today as things stand the procedure
is that latest specifications and designs should be obtained from
RDSO. This also is taking time.”

2.47 Referring to delays in payment of Bills by Railways, the Financial
Commissioner of Railways eéxplained during evidence that :

“By and large we are considered to be good pay masters. There
are delays in some cases when the Bills are not properly sub-
mitted or when the supporting documents are not available. To-
wards the end of the year there is a little slowing down of pay-
ment because the adjustment is made with reference to the Budget
provision available.”

He added :

“Now, in the absence of the liability register, the order quite
often is for quantities much more than what can be accommodated
within the budget. With this Liability Register coming up and
the Funds certification becoming effective, this sort of a situation
should normally get corrected. Moreover, during this period the
level of inflation is quite substantial. The money provided for
buying the material has not been adequate. For the same money
provided in the Budget they were getting less and less quantity.
In the last two years we went in for supplementary demands
and tried to correct it, but this year this too was by the large
I can say the Railways payments are reasonably quick.”

248 When asked how DGS&D was able 1o make payment within a
short time, the Chairman, Railway Board stated that DGS&D had no
headache of footing their purchases within their budget provisions.

2.49 As regards absence of time limit for rejection of stores, the Chair-
man. Raijlway Board conceded during evidence that :

“It is a fact that as far as the Railways are eoncerned, there has
been no specific time limit laid down for rejection of stores by
the ‘Railways as per our IRS conditions of contract. But the
Railways are expected to issue the rejection within a reasonable
time and especially for items which are liable to deteriorate with the
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passuge of time, And the Zonal Railways issue instructions to
the respective Depot. Officers do 'comply with this. In the case
of DGS&D, the legal opinion is that rejection has to be issued
within 45 days from the date of :receipt Of supply. As such the
Railways on the same anology are not expected to exceed these
time limits by and large. It is, however. pointed out that-only
in few cases rejections are issued after an abnormal period of
time. This shall take place when there is a contest between the
supplier and the Railways and when we do hold a dizlogue with
him. Under the circumstances we do not consider any changeis
pecessary under. the present IRS conditions.”

He added :

“By and large we follow the DGS&D. procadure about 45 days
whatever has bzen the advice given to them."

2,50 The tender forms issued by the Railway Stores organisation pres-
cribe a time limit of 60 days for keeping tenders open. It transpired during
evidence that sometimes extensions beyond this period are sought whenever a
decision about acceptance of a tender is not taken during the period of vali-
dity. It is, therefore, no wonder that bidders inflate their quotations to keep
a cushion for possible risc in prices during the period of validity. Chairman,
Railway Board attributed delays in acceptance of tenders to the fact that the
present system of purchases was ‘‘desk oriented and clerical oriented.” He
assured the Committee that the system would be so reorgnised that the need
for seeking extension of time beyond the validity period of 60 days would
not arise.  While this assurance is no doubt welcome, the Committee feel
that the validity period itself is on the bigh side and should be reduced to
about a month by streamlining the existing procedures.

2.51 An inconvenient procedure prevails in Railway purchases where-
under the bidders are required to obtain Indian Railways specifications and
drawings from RDSO, Lucknow (U.P.). Apart from being inconvenient to
the bidders, the procedure is also time consuming. The Committee recom-
mend IRs specifications and drawings should be available for sale at the
Headquarters of each Zonal Railway and Railway Production Unit.

252 There are reasons to believe that the payments on the side of
Railways for the purchases made by them are not sufficiently prompt as
compared to DGS&D A non-official has pointed out that for bulk of pay-
ment of 90/95/98 per cent a hard chase of 4 to 5 weeks is required against
one week in the case of DGS&D. It is also conceded by the Financial
Commissioner Railways that there is a slowing down of payments towards
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the end of the year. It is too well known that om account of delayed pay-
ments tenders tend to keep a price margin to compensate for the expected
delays. The gearing up of the payment system in Railways stores in the
interest of cost reduction for the purchases made is therefore long overdue.
The Committee would like the matter te be examined and systems stream-
Jined to ensure prompt payment within a week for services rendered and goods
" supplied to Railways.

2.53 The Committee find that while on the DGS&D side, the supplies
have to be rejected within 45 days, the terms & conditions of Railway con-
tracts do not stipulate any time limit but enly provide that storcs be rejected
“within a reasonal time”. The Committee feel that this vague stipulation
virtually gives an unreasonable leverage in the hands of the Railway stores
department and could cause harassment to suppliers. Since 45 days is on
principle accepted as a reasonable time limit on the analogy of DGS&D,
this period should be fixed in the case of Railway purchases also and adhered
to.



3.1

T A Efficiency Level of Inventories

CHAPTER 111
INVENTORY CONTROL

ance of inventories on Indian Railways :

Given below is statement showing the efficiency level of mainten-

Year Stores balance Issues Ratio of Stores
(Rs crores) (Rs. crores) balance to issues.
1978-79 162.2 683.6 24
1979-80 2234 802.7 28
1980-81 2979 1043.1 29
1981-82 360.1 1297.8 28
1982-83 335.0 1428.9 23

——

3.2 While inventory control systems on Railway have in general been
considered quite sound the Committee asked if it was the Ministry’s view that
the efficiency levels achieved had reached optimum standards considering the
industrial infrastructure and monitoring facilities available in Railways. The
Chairman, Railway Board stated :

““The Ministry is of the considered opinion that the efficiency
levels (turn over ratio achieved) have reached optimum standards
considering the present available facilities. We do not consider
that present is the limit, we should be in a position to bring down
the inventory further.”

He, however added :

‘*...Still better level can be achieved by introduction of suitable
facilities such as improved communications, computerisation.
strengthening of review organisation, suitable support in the form
of market research, vendor development; etc., etc. Computerisa-
tion plan is already in hand.”

3.3 The Committee asked if the inventory Control was as effective as
it should be and what had been the constraints in this process. The Chairman

Railway Board explained :

“...one of the main specific constraints has been that inter-railway
coordination by means of computers has not been possible so far.

35
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So one railway may be very well equipped with certain items and
the other may be in short supply. This has becen one of the main
areas where there has not been much progress *

The Director, Stores claborated the point thus :

““The main reason why the figure of stores balan¢e has since gone
up considerably from 1979-80 to 1982-83 is the price inflation.
With the result, while we.-are uble to improve the issue figure; the
balance has also gone up on account of the price rise but for.
which the inventory turnover ratio could have been better. It
has been adversely affected because of the inflation; This you-
would seefrom the figure that while in 1981-82 (the peak season)
it was Rs. 360 crores, in 1982-83, it was Rs. 335 crores. We hope
to improve the ratio. We are having plans for having more
powerful computers with which we are able to improve our infors
mation system. The present sysiem is that the surplus or overs:
stock of one Railway is' collected through the letters and state-
ments are circulated to the various Railways so that they examine
what is over-stock in another Railway and whether that can be
used in- other Railways. Now, in the computer itself, it-will be
printed out and the action would be fzst. That is what, we arg
planning to do.”

3.4 As regards inventory level it has been conteded by the Railway
Ministry that ¢'Still better levcl can be achieved by introduction of suitable
facilities such as improved commiunications, computerisation, strengthening
of review organisation, suitable support in the form of market research,
vendor development, etc.” In this connection, the Committee note that
strengthening of the review organisation through improvéd computerisation
in all its stages and support facilities in the form of market, research and
vendor development are also being planned. The Committee are confldent
that if thesc measures are followed up assiduously inventory level could be
brought down considerably and cconomy achieved

B. Planning and programiing of Stores procuremient

3 5. It has been represcnted to thc Committee that :

“It has been observed that the-quantity of'stores purohases made:
by the Railways fluctuates from year to year. This is‘pattie:
cularly so in running contract -items i.e. train lighting alter-
nators. Because of the fluctuations in the railway demand the
Capacities created exclusively for the Railways at times remain
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unutilised, The Government should devise a system whereby the
capacities already created at exhorbitant costs are not kept idle.

* One way of doing this would be to plan for the purchase of items
for a three-year period and ensure the ordering of atleast 75%
of the average in one year”'.

It has been suggested further that :

““Quantitative targets fixed in each plan for Railway rolling stock,
track material and other stores, which are well below the need-
based rcquirements, should be made public immediately on
finalisation of the respective five year plans and that such targets
should not generally bz altered or any uncertaintly created in
regard to their purchases. This will ¥nable the industry to serve
the Railways better and the performance of Railways would also
improve’’.

3.6 When asked to comment on the suggestions in the.interest of
optimum utilisation of capacities created for the sake of Railways and in the
interest of Railways own functioning the Financial Commissioner of the
Railways stated :

“As far as the spirit behind these suggestions is concerned, we
agree with them. But in actual working, we are faced with a
number of constraints, constraint of resources and other things.
The. main problem is the allocations- which are made om an
annual basis. -Although the Five Year Plan is finalised, the.
actaal . implementation is through annual plans. The budget is.
also framed and passed on an annual basis and there is no regue
larity. or everness of allocations year to year basis. To give an
example, in the ocurrent year, our total Plan allocation, to.start..
with, was Rs. 1742.crores. Through a Supplementary Grast, an-
amount of Rs. 160 crores was zllocated and the total: amouat
went up. But because of the economy cut, this has been pushed
down to Rs. 1442 crores. Now, with this sort of non-stabifity,
it becomes difficult for us to ensured that the ordering also will’
maintain in an even phase. In the case of rolling stock, wherr
tho Sixth Plan was finalised, the target was to: produre one lakh
wagous in terms of 4-wheolers: Now, because of the.escalation.
of prices, the target was- reduced to 77,000 wagons. Even:thas.
may not be achieved. So, if we keep on ordering oa a-three-
year basis, we will be: saddled with:commitments which will be
very difficult for us to honour with the money made available to
us. While we accept the- spirit bohind it, in actual implemen-
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tation what we do is, where there are items of long lead, we
give advance purchase orders. The Railways are permitted to
place orders against next year's requirement of about 60 to 70%
which are likely to be purchased next year. Even 18 months
ahead, a certain level of purchase attempt is made once the
order is placed, but because of the price variations we will not
be able to maintain with whatever money we have and we have
to consider purchasing them within the budget allocation. So,
we are faced with the difficulties of balancing between purchase
orders and the budget allocations. Otherwise, we get into
trouble with the PAC because the question of balancing becomes
a little more difficult. But in the case of wagon ordering, we
have accepted, in principle, that iluctuations of a large order
should not be there and we are trying to ensure it in the Seventh
Plan.

He added ;—

“It is not only happening in the private sector but in our own
sector, in the production capacity, we are not able to utilise it
fully...... It is very true that we should not kill those industries.
There are other situations. We went a particular level of supply
in time because for profitable items capacity is created far to
excess of the requirement. In those cases, we will not be able to
utilise that capacity.”

3.7 The Committee enquired as to what measures had been taken by
the Board to ensure that the capacities once crcated were utilised. The Chair-
man, Railway Board stated that while Railways do try to utilise the capacities
they were helpless in utilising the capacity fully until finances were made.
available. As regards the industries installed to manufacture import substi-
tute items the witness assured the Committee that these industries were being
taken into confidence constantly and Finances were being set apart for 75
per cent utilisation.

He added that great uncertainty prevailed in wagon industry for which
it had been decided that forward ordering to the tunes of 66 to 75 per cent
would be done and not more. '

38 The Committee are unhappy over the existing lack of budgetary
planning for railway purchases resulting from uncertainty, irregularity and
Iack of evenness prevailing in the annual allocations for railways. The
Committee are surprised why yearly allocations sh ould be known and adhered
to as soon as five year allocations are finalised. The Committee are still
more surprised that even escalations in prices are not taken care of in annusl
allocations. Whtile such fluctuations must be hampering the functioning of
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railways in general, this has led to under utilisation of the industrial capa-
cities created exclusively for the Railways. The Committee would like this
matter to be examined carefully with a view to finding an abiding solution to
this problem. ' .

C. Professionalisation of Purchases Operations

3.9 A leading Chamber of Commerce has suggested :

“‘Currently the position is that every Railway has within itself an
organisational set up charged with the responsibility for pur-
chases. Thus there is an Office of Controller of Stores in each
Railway- A general comment which has been made on the
working of this Office is that it lacks a professional approach.
The usual tendency in this office is to process a file rather than
10 take a decision quickly. In this connection the Chamber
feels that there is scope for greater involvement of the user
departments with the working of the office of the Controller of

- Stores. The absence of special coordinating cells either in the

3.10

Railway Board or in the corresponding railway systems, which
could act as monitoring agency for all user departments is con-
spicuous. While the Chamber understands and appreciates the
need for the due processing of a file, it is unable to appreciate
the stress on “‘file-processing approach’ in disregard of the need
for a timely decision.”

It has been added that :

‘A railway system is an enterprise and not a more office and
this does call for an altogether business like operations. In
matters of purchase of stores like spares parts, rolling stock
equipment and the like professionalisation is of the utmost
importance.’’ .

With this end in view, the Chamber hus suggesied.the creation

of specigl organisations within the present set up for modernisation of pur-
chase operations

The Chairman, Railway Board observed in this conncction that :

D

@

“We certainly do agree. There has been this basic approach to
this problem merely because so far the stores Deptt. has been
saddled or handled by a very large number of clerical type staff.
In this connection., the Railway Reforms Commission has gone
into it in great detail and it has. at every stage, considered it.
Both at the supervisory level as well as at the officers’ level, there
should be technical pgbple. With technical Inspector joining
in larger numbers in the Stores Organisation, there would be a
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‘thorough change in the atmosphere and much more professiona-
‘lism will be introduced. This i3 our view and we will neces-
-sarily more and more tend towards bringing up a core of pro-

fessional Inspectors, Officers and Supervisors into the “Stores
Organisation with a view to help - the industry as well as help our-
selves. Along with these professionals, there will also be the
approach of adaptability and ensuring: of quality at:each stage so
that they will be in a position currently to adwvise the manu-
facturers if anything goes wrong and much can be done quickly
and the railway will get quality material.”

‘,-Bldborating«‘his conception of professionalisation, the Chairman, Railway
1 Board stated :
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““One needs an approach whereby we understand the manufac-
tures’ problems and points of view also and at the same time
ensure Quality -with regard to the components which are being
supplied to it. ‘Today it is not possible, because by and large at
most stages other than the Officers’ level, which is the ultimate

stage of signing a requisition, the problem ocomes up because all
-the - persons who deal with these are clerical staff. Even the

people who check the indents belong to the clercial staff, they
will immediately rcfer it back to the ‘Mechanical Department
where an Officer or an engineer has to sift and go through it and
see whether it is as per specification and as per the drawings. Then
it is sent 10 Stores. After that it goes forward. -All this means
delay. By professionalism I mean that if there are technical
experts, the indent will be pasved straight away. You know delay-
causes vicious cycle. Because of the delay the gequirement is
boosted up. Because we know the requirement is to be supplied
in four to five months time, we have to indent four to five months
in advance. As a result inventory of the material goes yp.
Whereas a technically competent man can take a decision and say
yes this is approved and get the material, a clerical man will send
it to the :Mechanical . Department for its certificate and then it
goes forward, and this causes delay.”’

’

Asked if « Material Sciences Directorate of Institute could not

be set up under RDSO for carcying out Market Research, product evaluation
value engineering etc. he expressed the view that : '

“Now, with regard to the other items for setting up an institute
ander the aegies -of- the’'RDSO, ‘Market ' rescarsh and evoluation
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product and engineering are all professional: functions. - One is '~
stores’ purchase organiSation. Value Engintéring is an iteth
where'very intimateély a technical user has to come forwardto
see whethér - a. substitute can be found equally good. Then ‘we "
come to the question of product evaluation. Here -dlso a similer
professionalism comes. - So, these are all items purt of which-dex
not have anything to do with the RDSO's present set up: ' $0,

I am of ‘the view that thesc are all éssential, but’they vannot::
come under the RDSO. This will have to come fisst itemn unifer '
the Stores. Second item under the user for example is electrical
and ‘mechanical department. With regard to the product-eva-
luation again it is a joint effort between the Stores and the:oon=
sumer. - So, specific organisation cannot come in.”

He further added thet :

“With regard to the RDSO's role the point is welk tuken that
RDSO can give broad type of standards-equipment - which we can--
get manufactured by the people with the proliferatioa of halfa .- -
dozen manufacturers.

Now the problem which has cropped up is different. Within
the specifications there are five manufacturers that have offered to
supply the equipment. Today’s rules and regulations make it
compulsory for me to take the material from the lowest quota-

tions,

Now, when we call for another route inter-locking at some
station, -'at ‘that time some other 'supplier’s quotations are the
lowest. Aslong as we do not have a free hand, as long as we
are not allowed to decide that insisting on a standardised pro-
duct, these proliferations of three or four parties depending upon
the lowest quotation will continue. This cannot be helped. The
only system is that we issue standard drawings. We call manu-
facturers who have the in-built capacity, to manufacture ‘only to
our standard design and supply it at the determined rate‘that can
be fixed.- But today with the system of deciding on the fowest
tender, the proliferation of five to six varieties will ‘continue.”

3.12 The organisation of Stores Department in the Railways has so,
far lacked a professional approach and has had basically a file-processing’
approach in its functioning. * This approach Is sttributable to'the fact'ther’ ™
the Stores Department has been saddled with a large number of clericsl”
staff both at supervisory and lower levels necessitating reference of tenders

o
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etc. to technical departments thus resulting in delayed decisions on purchase
proposals. It is heartening to note that Railways are aware of the situation
that prevails and are conscious of the need for reorientation of the organisa-
tion by means of bringing up a core of professional inspectors, officers and
supervisors into the store organisation alongwith an approach of adapatabi-
lity at each stage, understanding the problems and points of view of the
manyfacturers and at the same time ensuring quality. The Committee hope
these concepts will take a concrete form and the staffing pattern will be given
in a phased manper a shape worthy of an enterprise like Railways.

3.13 The Committee are of the considered view that a conscious and
integrated approach towards subjects like market research, value engineering
product valuation, and vendor development is wanting in the existing condi-
tions in Railway purchases. Such an approach, if adopted, would necessarily
result in considerable economies and comfortable availability of materials
for Railway usage. The Committee on lnvcnto_ry Control and Railway
Reforms Committec are understood to have also suggested action on these
lines. The Committee recommend that suitable steps may be taken to bring
about this approach. ‘

D. Srandardisation
3.14 ‘It has been stated, in a non-official memorandum, that :

“An analysis of unificd items stocked on the Railways reveals
that 78%, arc stocked only on one Railway Production Unit
indicating lack of standardisation, As against 102998 unified items
Railways gre having 32161 non-unified items which is very high.
A very urgert review on all Railway basis of the lists of unified
and non-unified items may be taken to analyse the reasons for
lack of more common items and uniformity amongst the Railway
and take necessury remedial measures so that stocking of items
is streamlined and properly controlled.”

h; this conneetion the Chairman, Railway Board stated during evidence
that the process of standardisation and reviews towards that end were a
continuous process. While on 1.4.74, the number of items on the Railways
was of the order 4.13 lakhs. Out of these, there were 135,159 items of
common use purchased by the Ruilways and out of these 102,998 had been
standardised so far. He added that “‘the percentage of unified items though
quite,substamia‘l, however, requires to be further improved.”’ He added
further that this was an ongoing process and Railways are regularly con-
verting non-standard items to standard items. There was no interval fixed
for review and Railways were expected to do this regularly. Due to various
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réasons, the inventory control cells on the Railways had not been able to
function as actively as before and as such the monitoring of various inven-
tory control activities had becomes less than desired. This was essentially,
_ of course, due to insufficient creation of posts. The staff of the Inventory
" control Cell being diverted for other activities like purchase/depots, stores
keeping required in connection with operation of new assets. However, the
RRC had strongly recommended that the Inventory Control Cells should be
revived not only in their original form but also be upgraded. This re-
commendation. he stated, was under examination of the Board. An action
was expected to be taken shortly on this. '

3.15 There has undoubtedly been some progress in the matter of stan-
dardisation in Railways. The number of items has been reduced from 4.13
lakhs on 1.4.74 to 2.87 lakhs on 1.4.84. Out of these there were 135,159
items of common use purchased by Railways out of which 102,998 are stated
to have been standardised. The Committee note with concern that there has
been slowing down in the process resulting from lack of proper monitoring
and diversion of staff from inventory control cells for other functions.
Inventory Control Cells have been rendered ineffective. There are still
32161 non unified items which is quite high a number. Standardisation being
the key factor towards achieving cost control and better inventory manage-
ment, the Committee recommend that this should be pursued with renewed

vigour.
E. Value Analysis

3.16 The following suggestions were put forward with a view to reduc-
ing costs in purchases :

(i) Development of substitutes by the application of techniques
such as ‘value analysis' may lead to significant cost reductions
in purchases. This will also facilitate the development of
alternative sources for Railway materials.

(ii) It would be advantageous for the Railways to compile a list
of their major suppliers and, as a systematic procedure, secure
their Annual Report and Accounts for study. This may lead
to the identification of firms charging high monopoly prices
for Railway products and the taking of appropriate steps, if
necessary, through the concerned Ministries for securing
reasonsable prices. :

The Chairman, Railway Board observed in this connection :

“As far as suggestions are concerned, these are very well taken
care of and they will be very useful to the railway. Itis very
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gorrect that it may lead toa significant cost reduction.in pur-
, chascs Sumlarly with regard to other suggestions, we are
. makmg eﬂ'orts in this direction. The Ministry p.asdqc,lded to
fqrmally organ-sc a.scheme to that end. We have introduced a
. cowrse in the value analysis in our. Staff College at Baroda; and
, we are putuns throqgh officers in the course. We have asked .
 the producuon engineers to take up substitute items.. We.expect
“that in course of tyme this  will be done. Thisis qmte cammon
in pnvatc industry especxally abroad and in the major, pubhc
“sector undcrtakmgs We will follow this up.”’

3.17 . The .Committee are .of the view that efforts at development of
mbstitutes by application of techniques of ‘value analysis’ already in vogue
..in:purchase systems. of public undertakings and private scctor if msade.appli-
.».SAR¢ in Railway Purchase would lead to comsiderable reduction in; prices.

F.. Of Loading some items to Trade
3.18. . It h.s beed stated, in a memorandum, that :

‘' With rupid industrialization the position of availability, of store
indigenously. has improved. - This calls for a review.afitems
manufactured in Railway workshops and if advantageous:from
financial point of view, such items may be off-lbaded to trade to
the maximum extent possible thus improving their availability
rcducmg inventQries of both raw. .material and ﬁmshqg product
and relcdsmg shop capacity for maintenance dnd repair, work.”

ot

.. It has been added that :

“A total revjew has..to be taken in vigw of the phasing out of
the old stocks by, taking into accaunt the modgrnisation of the
workshops and the industrialisation of the country that has taken
place in the country. Weshould really use that capacity for
repair and maintenance—not for manufacture of sparcs. To the
extent that we cannot obtain spares from the industry, we should
keep those items for the manufacture. But, the rest of the items
for can safely be off-loaded. A total review is called for.”

" The Chairman, Railway Board stated during evidence in this connection
that :

“Itis a fact that the indigenous production of stores due to rapid
mdustnahsat:on has improved. We are constantly also review-
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ing our pcsition and secing to it that such of those items which
do not require .maaufacture by standard machines and are not
spegifically required statutorily as safety items in the Railways,
are, not manufactured- here. We are ,trying to off-load it as far as
possible. In other words it is only items which require specia-
lised machines, something like steel rods or special types of
machines or those which are , statutarily required to be manufac-
tured as safety items, .are done by, specialised high industries.
Ip assessing our, requirements we ;take special care in all these
areas gnd not creatipg capacity an the lines in which we were
.~ doing earlier than when the industries were not so well developed.
j'hll!gsflikc nut-bolts and :rivets, etc. which we used to manufac-
. ture in.the workshaps, we have shopped. manufacturing those and
. we are buying.from the.industry. Similagly, any other item which
comes.to our mjnd.and on a review by the Workshop Committee
.. under the Production Engineer, we are off-lpading that.’”

319 With rapid industriglisation the indigenous industry is becoming

. ,g-muingly gapable of taking over of a pumber: of jtems bejng manufactured

ol

in Raflway workshops. 1Itis ‘the- contention of the Railway Ministry that
they are constantly re_vuwing the. position regarding .off-loading to the
Andigenous industry the.manufacture of such. of the items which do not
fequirg manpfacture by standard machines or are not statptorily required to
Jbe.mapufactyred by those wgrkghaps .as safety. items. Howewer, from the

gxpmples.cited.of items so off-loaded it would  be seen that the progress so
(q.,is Jimited to only simple itqms like . nuts, bolts and rivets etc. The

. @Wme JLecommend .that the:.Railway Ministry should have the matter

examined in its totality so as to see if some more items could be passed on

te the industry profitably so that the capacities so.released can be used for
maintenance and repairs.

NEW DELHI: BAN@I LAL,

April 12, 1984 Chaivesgn,
‘Chaitra 23, 1905 (Saka) Estimates Committee,
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LIST OF AUTHORISED AGENTS FOR THE SALE OF
LOK SABHA SECRETARIAT PUBLICATIONS

Sl. No. Name of Agent

Sl. No. Name of Agent

BIHAR

1. M/s Crown Book Depot, Upper
Bazar, Ranchi (Bihar).

GUJARAT

2. The New Order Book Company,
Ellis Bridge, Ahmedabad-6-

MADHYA PRADESH

3. Modern Book House, Shiv Vilas
Palace, Indore City.

MAHARASHTRA
4. M/s Sunderdas Gian Chand,
601, Girgaum Road, Near

Princess Street, Bombay-2.

5. The International Book Service,
Decan Gymkhana, Poona-4.

6. The Current Book House,
Maruti Lane, Raghunath Dadaji
Street, Bombay-1.

7. M/s Usha Book Depot,
Law Book Seller and Publishers,
Agents Govt. Publications,
585, Chira Bazar, Khan House,
Bombuay-2.

8. M & J Services, Publishers,
Representative Accounts & Law
Book Seller, Mohan Kunj,
Ground Floor, 68, Jyotiba Fuele
Road, Nalgaum-Dadar,
Bombay-14.

9. Subscribers Subscription Services
India, 21, Raghunath Dadaji St.,
2nd Floor, Bombay-1.

TAMIL NADU

10. The Manager, M.M. Subscription
Agencies, No. 2, Ist Lay Out
Sivananda Colony, Coimbatore-
641012,

UTTAR PRADESH
11. Law Publishers, Sardar Patel

Marg, P.B. No. 77, Allahabad,
U.P.

WEST BENGAL

12. Mrs. Manimala, Buys and Sells,
128, Bow Bazar Street,
Calcutta-12.

DELHI

13. Jain Book Agency, Connaught
Place, New Delhi.

14. J.M. Jain & Brother, Mori Gate,
Delhi.

15. Oxford Book & Stationery Co.,
Scindia House, Connaught Place,
New Delhi-1.

16. Bookwell, 4, Sant Nirankari
Colony, Kingsway Camp, Dclhi-9
17. The Central News Agency,
23/90, Connaught Place,
New Delhi.

18. M/s Rajendra Book Agency,
1V-D/59, 1V-D/50, Lajpat Nagar
Old Double Storey,

New Delhi-110024

19. M/s Ashoka Book Agency,
BH-82, Poorvi Shalimar Bagh,
Dethi-110033.

20. Venus Enterprises, B-2/85,
Phase-1I, Ashok Vihar, Delhi.
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