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- INTRODUCTION

I, the Chairman, Railway Convention Committee (1980) having beea
authorised by the Comumittee to present the Report on their behalf,
present this their Fifth Report.

2. The Report comsists of the two sections, the first comprises a
‘Review of the Working and Financial Results of the Railways during
Fifth Plan Period (1974—78) and during 1978—80’ and the second deals
with ‘Targets and Achievements with regard to freight and passenger
traffic during the Fifth Plan Period (1974—78) and during 1978—80.

3. The Railway Convention Committee took the evidence of the
Ministry of Railways on the above subjects on 7th and 8th April, 1982.

4. The Committec wish to express their thanks to the Ministry of
Railways for placing before them the material and information they
desired in comnection with the subjects and to the Chairman, Railway
Board, . the Financial Commissioner Railways and other Officers of the
Ministry who gave evidence before the Committee.

5. The Committee considered and adopted the Report at their sitting
held on 1st June, 1982,

6. The minutes of the sittings of the Committee held on 7th and 8th
April and 1st June, 1982 from Part II of the Report and are being presented

slongwith the Report.

7. The statement showing the summary of the recommendations of the
Committee is in Appendix III,

NEw DELHI; D. L, BAITHA.
June 9, 1982. Chairman.
Jyaistha 19, 1904 (S). Railway Convention Committee.

) -



REPORT ~

In pursuance of the Resolution adopted by Lok Sabha on the 4th
August, 1980 and in the Rajya Sabha on the 11th August, 1980, the
Railway Convention Committee, 1980, was constituted on the 10th
October, 1980 “to review the rate of dividend which is at present payable
by the Railway Undertaking to General Revenues as well as other Ancil-
lary Matters in connection with the Railway Finance vis-a-vis the General
Finance and make recommendations thereon”,

1.2 The Committee have selected some subjects* having a close bear-
ing on the finances of the Railways for examination and report in a phased
manner.

1.3 The First and the Fourth Report of the Railway Convention
Committee presented to both the Houses of Parliament on the 25th
February, 1981 and 19th February, 1982, respectively, contained recom-
mendation in regard to the Rate of Dividend payable by the Railways to
the General Revenues and other Ancillary Matters for the years 198081,
1981-82 and 1982-83. The Third Report contained recommendations
with regard to the “Review of the Existing Rules of Allocation of the
Railway Expenditure to Capital and Revenue Account, Depreciation
Reserve Fund, Development Fund and Accident Compensation, Safety
and Passenger Amenities Fund. Thig Report was presented to both the
Houses of Parliament on the 18th September, 1981,

1.4 The present Report deals with the subjects of () Review of the

.~

working and financial result of the Railways during Fifth Plan Period

(1974—78) and during 1979-80; and (ii) Targets and achievements with
regard to the Freight and Passenger Traffic during the period 1974-75 to
1979-80.

1. REVIEW OF THE WORKING AND FINANCIAL RESULTS OF

THE RAILWAY DURING THE FIFTH PLAN PERIOD (1974—78)
AND DURING 1978—380.

Financial Results

1.5 The Fifth Five Year Plan, which was originally intended to cover .

the period 1-4-1974 to 31-3-1979, was terminated one year earlier l.e. on

*RCC (1980) Ist Report, para g,
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31-3-1978. The following two years, 1978—80, were covered under what
came to be known as the annual ‘Rolling Plan’.

1.6 The financial results of operation of the Railways during the Fiftls
Pf_zin period (1974—78) and 1978-79 and 1979-80 ar¢ indicated in the
following tablé* fumnished by the Ministry of Railways.

“w. r \
S — e 9

*A more detailed statement showing (i) Receipts and Expentes ' (i1) Divicerd paid

:&tﬁf?&:xﬁ“ and (iii) Net Surplus/Deficit for cach year of the pericd 1974~ o
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1.7 The financial forecasts projected by the Ministry of Railways in
the Memorandum of the Financial Commissioner Railways submitted to
Railway Convention Committee (1973) for the original Fifth Five Year
Plan covering the period 1974-75 to 1978-79 as well as for 1979-80

vis-a-vis actual results during the period are shown in the statement in
Appendix II.

GROSS TRAFFIC RECEIPT

1.8 It is scen from statement in Appendix 11 that the Gross Traffic
Reccipts forecast in the memorandum of Financial Commissioner Railways
were Rs, 5747 crores for the modified Fifth Plan period, i.e., 1974—78
‘whereas the actuals were Rs. 7334.73 crores, showing an increase of
Rs. 1587.73 crores in absolute terms and (4) 27.62 per cent increase
in relative terms. This trend continued in 1978-79 also when Gross Traffic
Receipts registered a net increase of Rs. 509.04 crores (+) 31 per cent
over and above the projected figure of Rs. 1642 crores. However, during
1979-80 the Gross Traffic Receipts were Rs. 2337.84 crores showing a
decline of the order of Rs. 100.24 crores (—) 4.11 per cent over the
figure of Rs. 2438.08 crores projected in the Budget Estimates (1980-81)
presented to Parliament in March, 1980 (after taking into account the
modification in the proposals for revision in fares and Dividend reliefs
given by the Railway Convention Committee (1977).

WORKING EXPENSES

‘1.9 A further analysis of the financial results of Railways for the Fifth
Plan (1974—78) (Appendix II) reveals at there is a wide variation bet-
ween the financial projections made with regard to the ‘Ordinary Working
Expenses’ including ‘Net misc. Expenditure’ and the actual result achieved
during this period. For the entire plan period, the ordinary working
expenses including net misc. expenditure envisaged was Rs. 4551 crores
while the actuals for the same period were Rs. 5825 crores showing en
increase to the tune of Rs. 1274 crores in absolute terms and (4) 27.99
per cent variation in relative terms over the projections made earlier.

1.10 Tn a written note furnished to the Committee it has been stated
that the increase in working expenses was mainly due to escalation in wages
and prices over the 1973-74 levels, on which forecasts were based. Staff
costs ranged between 59.5 per cent and 62.5 per cent of the ordinary
working expenses during the year 1973-74 to 1979-80. The increase in



the staff cost over the previous years ranged from about 5 per cent to about:

30 per cent as shown below:—

Percentage increase -

Year over preivious
year's figure
1973-74 10:0
1974-75 296
1975-76 . 10-8
1976-77 . 49
1977-78 . 3-8
1978-79 . 77
1979-86 . . . . . . . . . . . 110 (approx.)

1.11 It is stated that the main factors respomsible for this increase im

steff costs over the gix year period are:

-t

(i) the revision of pay scales and allowances of employee on the.
basis of Pay Commission’s Report;
() implementation of the Labour Tribunal Award;
(iii) enlargement of travelling allowance rates;
(iv) upgradation of posts;
(v) finalisation of revision of grades of the Railway Protection
Force personnel;
(vi) implementation of the award of Miabhoy Tribunal relating.
to hours of employment;
(vii') decasulisation of casual labour in certain establishment;
(viii) cadre review of group ‘C’ and group ‘D’ posts;

(ix) revision in the rates of incentive bonus retrospectively frome
August, 1975 for workshop staff;

(x) revision of rates running allowénce retrospectively from May,.
1976;

(xi) payment of ad~hoc relief to Railway pensioners treating part
of Dearness Allowance as' pay for purposes of rétiremiént bene--
fits;

(xli) ad-hoc payment of 15 day’s wages as an earnest of accept--
ing the concept of Productivity Linked Bonus during 1979-80;
and’
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(xiii) payment of instalments of Dearness Allowance consequent
to the increase in the cost of hvmg coupled with upward re-
vision in rates of Dearness Allowance in 1978-79 (There
were 5 insta'ments of Dearness Allowance granted during
1973-74; 4 in 1974-75; 1 each in 1977-78 and 1978-79
and 3 instalments in 1979-80).

As a result, the per capita cost of staff rose from Rs. 4034 in 1973-74
10 Rs. 6838/- in 1978-79. - |

1.12 Regarding material, fuel which accounts for over 20 per cent of
the total and cost is the largest smgle item it is stated that there were in-
crease in the price of coal and in the excise duty on dlesel oil and tariffs
for electricity.

It is pointed out that the wholesale price indices (Base 1970-71=
100) increased in the case of coal from 121.7 in 1973-74 to 293.6 in
1979-80, and in the case of mineral oil from 141.7 in 1973-74 to 308.8
in 1979-80 and in the case of electricity from 111.3 in 1973-74 to 225.6
in 1979-80. These incrcases in prices, it is held, considerably inflated
the Railway’s fuel bill during the period 1979-80.  In addition, there was
increase in coal consumption due to inferior coal being supplied to the
Railways in larger proportion.

1.13 Further, according to the Railways, there were also considerable
increases in the prices of various other materials e.g, iron and steel manu-
factures, cement, timber and bricks, which are used extensively by the
Railways; the index of wholesale price (1970-71=100) climbed from
142.6 in 1973-74 to 258.2 in 1979-80 in the case of iron and steel manu-
factures and from 112.3 to 229.1 for cement.  This pushed up the cost
of repairs and maintenance greatly. There was further increase in the
repair and maintenance bill due to increase in the number of Railways’
assets during the period. The expenditure on repairs and maintenance
had doubled during 1979-80 as compared to the expenditure in 1973-74
The block assets of the Railways had increased from Rs. 4581.65 crores
as on 1-4-73 to Rs. 6185.71 crores on 1-4-1979. B

1.14, During evidence also, the Committee enquired the reasons for
such a wide variation in the projection and actuals. The Financial Com-

missioner Railways stated:

“Actually to explain the variation in such a wide spectrum, 1 will
have to simplify things, because apart from the total - plan
period, we have in each year 2 or 3 budgetary stages. At
every stage, we are compelied to make changes, not becausa
of our volition. = We cannot foresee the number of DAs
which we have to sanction, when we formulate the budget.
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Price increases take place every month, Whatever we project at
the beginning of the plan, will not be what materializes at the
end of the year...... Nothing is predictable. Every time a
change is made, rcasons are given particularly if it is due to
increase in DA, implementation of the 3rd Pay Commission’s
recommendations, price escalation due to oil crisis etc. ... ..
Pay Commission’s recommendations from 1-1-1973 were re-
sponsible for a tremendous increase.  Similarly, increase in
the price of oil contributed substantially.  The increase of
27.99 per cent is for about five years. It will be much worse
in the 6th Plan. It is an essential feature. = We analyse the
reasons at every stage and explain to Parliament. ... .. ",

1.15 The Committee pointed out that in view of the fact that the
variations were quite substantial, the matter deserved a careful study so as
to improve the method of financial forecasting. The Financial Commis-
sioner of Railways thereupon commented:

“This will happen all the time. This variation will take place”.

Asked as to how this position (i.e. wide variation between financial pro-
jections and actual results) could be improved, the witness stated:

“It is an uphill task; it is an impossible task”.

SCALING DOWN OF PLAN INVESTMENT

1.16 According to the memorandum for the Railway Convention
Committee (1973) by Financial Commissioner for Railways, the Railways
had suggested an outlay of Rs. 2570 crores for a target of 280 million
tonnes of freight traffic. At the time of submitting the memorandum to
the Committee, however, the Railways had indications from the Planning
Commission that thcy had tentatively allocated only Rs. 2380 crores for
this purpose.  Spelling out the reaction of the Railways to this indication
from the Planning Commission, the memorandum stated:

“The Railways consider that it would be necessary to increase the
total outlay by at least Rs; 185 crores to cover the physical
acquisition of the rolling stock (in numbers) provided for by
the Planning Commission themselves, as also to provide
necessary maintenance facilities therefor. If, however, the
freight traffic target is kept at 300 million tonnes, as sug-
gested by the Planning Commission, minimum require-
ment of additional funds would be Rs. 315 crores.  This



: matter has recently been discussed by the Minister of Rail-
ways with the Minister of Planning, and the matter is still
under consideration in the Planning Commission.”

1.17 Working to the target of 280 million tonnes of freight traffic by
1978-79, the year-wise build-up of the indicated investment of Rs. 2380
crores was anticipated by the Financial Commissioner Railways in the
memorandum as follows:

Year Outlay

(Rs. in

crores )

1974-75 . . . 405
1975-76 . 450
1976-77 . e 493
1977-78 . . 508
1978-79 . . . 527
ToraL . 2380

In addition, according to the Memorandum, the Railways had asked:
for minimum additional outlay of Rs. 130 crores under Rolling stock and
Rs. 55 crores under Workshops and Sheds, to cover the physical acquisi-
- tion of rolling stock provided for in the Plan as also provision of necessary
maintenance facilities therefor.

1.18 In the revised Fifth Plan published in September, 1976 the outlay
for the Railways was reduced to Rs. 2151.8 crores (excluding the proposed
investment of Rs. 50 crores on MTP). Accordingly, in the subsequent
memorandum for the Railway Convention Committee (1977) by the Finan-
cial Commissioner Railways, the total investment in the Railways for the
Fifth Five Year Plan was indicated as Rs. 2152 crores (excluding the:
proposed investment of Rs. 50 crores on MTP).

1.19 Elsewhere in the same Memorandum the total Fifth Plan outlay
‘was anticipated as no more than Rs. 2086 crores, This further reduced
"anticipation was stated to have been based on that actual expenditure for
"the first three years of the Fifth Plan period (1974-75 to 1976-77), ther
Budget Estimate for 1977-78 and the anticipated - allotment for 1978-79.
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Yearwisg build up of the investment was indicated in the Memorandum
o8 follows:—

Yeur Outlay

(Rs. in crores)

1974-75 (Actual)

46

1975-76 (Actual) 393

1976-77 (Latest Estimate) 334

1977-78 (Estd.) 473

1978-79 (Estd.) 540
ToraL . —q_";;éﬁ—

1.20 As the quantum of Plan investment during the original Plan period
«(1974—79) was subjected to continuous scaling down, the Committes
enquired so as to what were the various factors which led to sizeably
scaling down the Fifth Plan outlay for the Railways. Spelling out the reasons
for scaling down the Fifth Plan outlay, the Financial Commissioner for
Railways during evidence stated:

“Fifth Five-Year Plan was under considerable pressure right from
the beginning. The adverse impact of the oil crisis of 1973-74
affected the plan right from the beginning and throughout the
progress of the Plan. These progressive reductions were with
reference to the possibilities anticipated at each stage of the
review. In 1974-75, there was a massive economy cut. With
this oil crisis, the economy of practically all the countries
were effected and in our own country apart from the need for
cutting down the investments, even the money made available
could not be used because availability of material became
very poor... Then in 1976-77, we found that there was a
shortfall of a substantial amount in the actual expenditure.
As against Rs. 400 and odd crores, the expenditure came
down to Rs. 330 crores. This was kept in view while revising
the figures downwards in the subsequent years”.

1.21. In reply to a query by the Committee as how could the Ministry
of Railways fulfil the objectives when the original plan outlay was reduced
, trom Rs. 2350 crores to Rs. 2086 crores, it was stated:

“We have not been able to achieve the objectives. One of the causes
is lack of inputs....unless there is a radical change in the
whole thinking process with regard to inputs in Railways, the
entire economy may come to grief”.
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Shortfall in Expenditure against approved Plan Investment

1.22 The Memorandum of the Financial Commissioner to the Railway
Convention Committee—(1980) on Review of the working and financial
results of the Railways during the Fifth Plan Period (1974—78) and
during 1978—80, indicates the following position in regard to the outlay
provided for in the Plan and actual expenditure:

(In Coras of rup:: s

Plan outlay lixbcndillnrc Difference
197475 . . . . 405 347 58
1078:76 . . . . . 450 }* 393 ._.gg
197677 . . . . 493 ' 1853 333 1492 ---160 } =—361
1977-78 .« .+ . 505) 419 —86 [ ‘
1978-79 . . . . 520 522 -2

1979-80 - . . . 632 693 61

As already stated, the Fifth Plan outlay for the Railways was re-
vised to Rs. 2152 crores (excluding Rs. 50 crores for M.T.P.)
Against this allocation, the actual expenditure during the
original plan period (1974-79) has been indicated as Rs.
2014 crores, indicating a shortfall of Rs. 138 crores.

1.23 The Committee enquired the reasons for the non-utilisation of
- Plan outlay in full. The Financial Commissioner for Railways during
the course of evidence stated:

“If the money is made available in time, the ability to spend it is
quite good. If I am not given money right now and given
it a year later, it will be of no use, because we will not be
able to spend that money”.

Asked to state specifically whether the reason for shortfall in expen=
diturc against the plan allocation was because the money was not released
to the Railways in time, the Financial Commissioner replied:

“It re_quires a detailed analysis”.
1.24 In a subsequent written note, the Ministry of Railways have

indicated the following reasons for the shortfall in expenditure as against
the Plan allocation:

(i) Reduction in inventory balances in stores, following the recom-
mendations of the Qureshi Committee.

*Outlay for 1974—79 was scaled down from Rs. 2373 crores to Rs. 2152 crores
in the revised Fifth Plan. ) \
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(i) Tardy supplies against long term firm price comtracts. It is
stated that the supplier preferred either to default or delay
the supply because of 'the high spurt in the prices in inputs.
This created vicious circle, thereby: resulting in slow execu-
tion of important works.

(iii) Supply of steel in the form of rails/fastenings etc., was in
short supply essentially becausc of less production of these
items by the Steel Plants.

(iv) Productivity all round was generally at low ebb because of the
strike including that on Railways and go slow tactics adopted
by labour, and

(v) 10 per cent economy cut imposed on plan expenditure, parti-
cularly during 1974-75. (It may be mentioned that as a
result of 10 per cent cut on Plan expenditure imposed in the
wake of oil crises, the Fifth Plan outlay for Railways was
reduced from Rs. 2350 crores in the Original Plan to Rs.
2152 crores in the revised Plan).

1.24.A, At the time of factual verification of the Report, the Ministry
of Railv-ays stated as follows:

“During the evidence, the Committee were unhappy over the
extent of “less spending” done by the Railways during the
Fifth Plan. The “less spending” was explained to the Com-
mittee both while giving evidence and through written replies
sent to the Committee. The most prominent item in this
category was reduction in inventories which was Rs. 101
crores out of a total of Rs. 138 crores, This was as a result
of deliberate and conscious measures undertaken by the Rall-
ways in the Torm of a special drive to reduce inventories.
The reduction in inventories was achieved without affecting
the level of other physical activities, Since the capital blocked
on inventories also forms a part of Plan expenditure, the Plan
outlay has remained underspent to that extent. Viewed from
this angle, therefore, the apparent “less spending” is not in
the form of lower physical output but a better utilisation of
available stock of inventories with the Railways themselves.”

Railways Contribution to Plan investment

1.25 All expenditure on the Railways (other than the ordinary work-
ing expenses) is financed either from Capital (loaned from General Reve-
nues), or from Depreciation Reserve Fund or the Development Fund of
the Railways. Some minor open line works are also directly charged to
the Railway Revenues. The expenditure on payment of compensation
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in Railway accidents and the cost of certain specified safety and passenger
amenity works are charged to. Accident Compensation, Safety and Passen-
ger Amenities Fund. The following table shows the source of financing
the Plan expenditure during Fifth Plan, 1974-78 and during the yecars
1978-and 1979-80.

(Crores of rupees)

\
Source of funds for financing development expenditure 1974-78  1978-79  1979-80

(i) Funds obtained from General Reyenuss
(a) Capital provided by General Revenues (adqun to

capital-at-charge) . 901 346 463
(b) Loans from General Revenucs for ﬁnancmg works
chargeable to Development Fund . 4 . 5 48
(ii) Contribution from Railways* own resources .
\(a) Depreciation Rescrve Fund . . . 480, 136 187
(b) Development Fund . . . . . 32 a1 Nil
{c) Open Line Works—Revenue . . 30 8 7
(d) Accident Compensation, Safcty & Passenger
Amenities Fund . . . . . 5 6 8
Total from Railway Resourccs . 547 o 202
Grand Total (i) plus (ii) . . . 1492 522 693

Railway Contnbutmn as percentagc of lola]
expenditure . . 36-7 32-8 29°1

Notey—The aggregate i.e. (i)(b) plus (ii) (bM—represents the total cxpcndmm under)
Devclopment Fund.

1.26 It is observed from the above table that the Railways’ contribu-
tion as percentage of the total devclopment expenditure of the Railways
has been falling consigtently, During the Fifth Plan Period (1974—78)
this percentage was 36.7. It fall to 32.8 per cent in 1978-79 and further
to 29.1 per cent in 1979-80. Asked to state the reasons for this trend,
the Financial Commissioner Railways, during evidence, stated:

“The main component of the internal resources of the Railways for
financing the plan is contribution to the Depreciation Reserve
Fund; the bulk. of the money which we call ‘internal resour-
ces’ is from the Depreciation Reserve Fund. The contribu-
tion to the Depreciation Reserve Fund was kept at a very
tow level in those years (1974—80)...... If in the earlier
years the contribution to the Depreciation Reserve Fund had
been kept at a reasonable level, then the percentage of in-
ternal resources would have been of a higher order”.
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1.27 The Ministry of Railways had earlier also in a memorandum
to the Committee stated that “on examination of the financial working
of the Indian Railways, it will be observed that the Railways’ financial
position is not satisfactory”. This position was indicated after taking
into account the various reliefs and concessions granted by the Railway
Convention Committee. According to the Railways one of the major
factor for this financial position of the railways was “inadequate provision
for depreciation and ‘less spending’ due to various reasons which ultima-

tely has resulted in heavy accumulation of arrears in the replacement of
overaged assets”,

1.28 During evidence the witness was asked whether inadequate pro-
visions for depreciation in the past was on account of lack of perspective
planning in the Railways. The Financial Commissioner Railways replied:

“This (contribution to Depreciation Reserve Fund) has to come en-
tirely out of the revenues. So we have to do a balancing
trick - how much can we set apart for this depreciation. re-
serve fund...... Perspective planning can be done in a real-
istic manner provided we have control .on both the compon-
ents—resource mobilisation aspect of it and the incurring
of expenditure of a certain amount....As far as resource
mobilisation is concerned, that is from fares and freight
charges only...... On these we have absolutely no con-
trol. We have to live year to year from hand to mouth.
We come up with certain ideas in our proposals. These have
to be passed through various obstacles”.

The Chairman Railway Board supplementing him added: '

“This DRF contribution of lack of contribution or lessor level.
of contribution can result from two things (i) lack of will
to raise the resources which means not taking very many
unpopular decisions in keeping with the fare and freight
structure commeneurate with our costs with the result that
if we do not want to go in for a heavy deficit budget, we
just make less contribution to DRF and thereby present a
more balanced budget....There has to be a will to raise
resources commensurate with our pricing or commensurate
with the increase in prices of different commodities that we
purchase. (ii) There has also to be an increase in producti-
vity......to generate sufficient resources so that we are able
to give to DRF and that will enable us to maintain our assets’
better”.
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1.29 Replying to the question as to what were the reasons for ‘less
spending’ stated to be one of the reasons for a shortfall in expenditure

during the period 1974—80, the Financial Commissioner for Railways
stated: '

“The depreciation reserve fund used to be outside the plan frame
upto. the beginning of the Fifth Five Year Plan. From the
beginning of the Fifth Five Year Plan it has become part of
the plan resources as a whole. The Fifth Five Year Plan was
under tremendous pressure because of the shambleg into which
the economy fell due to  the oil crisis. Curiously enough
during this Plan Period we accumulated balance in the DRF
because of nom-availability of material, non-performance of
contracts. During that period we could not spend the money
that we had. That ig what we meant (by ’less ‘spending’)”.

1.30 In a subsequent written note, the reasons  for “less spending”
have been indicated by the Ministry of Railways as follows:

“The main components of expenditure under this head (D.R.F.)
relate to track renewals and replacement of rolling stock.
So far as track renewals are concerned, the less spending in
expenditure in the Fifth Plan and the two years 1978—80,
against allotment can be attributed to the following factors.:-

(1) Shortfall in supplies of critical materials like rails, steel
through sleepers, etc. as in 1977-78. The shortfall was
particularly pronounced in the case of MG track material.

(ii) Higher credits received for released materials than anticipated
in certain years as in 1976-77.

. (iii) Reduction in expenditure due to economy cuts in 1974-75.
The less spending on replacement of rolling stock during the sama

period can be attributed to reduction in production|procurement of locos
and carriages on replacement account. The shortfalls were due to —

(a) shortfall in outturn of locos awaiting reecipt of traction equip-
ment from suppliers; and

(b) shortfalls in supplies of coaches ordered on trade”.
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Financial effect of social Burdeng

1.31 One of the prime factor responsible for the umsatisfactory fin-
ancial position of Railways is stated to be acceptance by the Indian Rail-
ways of certain social obligations which are not usually associated with
a purely commercial undertaking inasmuch as some of the essential com-
modities and suburban passenger services are carried by the Railways
at below cost. Railways also give freight concessions for carrying relief
materials in natural emergencies. They also share expenditure incurred
by the State Governments on deployment of police force in the Railway
premises besides maintaining their own Railway Protection Force.

1.32 In a written note furnished to the Committee, the Ministry of
Railways have informed the Committee that the estimated financial effect
of social burdens on the Railways during the Fifth Plan Period (1974—78)
amounted to Rs. 701.35 crores and it. was Rs. 396.38 crores in the succ-
eeding two years (1978—1980). The year-wise break-up of the social
obligations in terms of money has been indicated in the statement below:
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1.33. It will be seen that the social obligations borne by Railways at
the beginning of the Fifth Five Year Plan amounted to Rs. 203.91 crores.
[These were reduced to Rs. 165.19 crores in 1975-76 and further to
Ra. 148.82 crores at the end of Fifth Plan i.e. in the year 1977-78. For
the succeeding two years i.e. for 1978-79 and 1979-80, the corresponding
figures were Rs. 152.69 and Rs. 243.69 crores respectively.

1.34 During evidence, the Committee desired to know whether any
study had been undertaken to assess and compare the quantum of various
reliefs and concessions which the railways were enjoying as also capital aid
and loans at concessional rates of interest and the cost of social burdens
which they carried. The Financial Commissioner for 'Railways replied:

“We have separately identified what is the burden that we are car-
rying on account of this, To offset that, a view can be taken
that money given by the General Revenues for the capital ex-
penditure carries a low rate of interest. It ig truc that it carries
only 6 per cent interest now and carried 5.5 per ceat in the
earlier period. But what we have to bear in mind is that this
capital is not repayable. These are interest bearing loans in
perpetuity and therefore on whatever investments we have
made from the inception of the Railways, we have to keep
on paying interest and we are paying it even today. We have
been paying it for all these years, If we calculate the interest
that had already been paid for the last sevcral years, we would
have already paid back the capital, It is a perpetual interest
bearing loan. 1 would, on ground of equity, say that if a
block of capital is attracting interest, no matter the con-
cessional rate of interest, allowing a certain period of time
during which the lender would have Tecovered not only
the total money by way of interest, but more than that, one can
think of 5 period say 40 years or 50 years—than that block of
capital should cease to bear interest. That should have been
thought of.”

The witness added:

“Thirty-five to forty years would be a reasonable period during which
it may ‘be considered that the capital would have been paid off.
We had done some exercise and we have said that the dividend
Yonsists of both interest and a small contribution towards the
General Revenues. We worked out what that contribution to
the General Revenues was, over and above the interest rate.
It came to over Rs. 400 cror@s and at least let this amount of
Rs. 400 crores be dropped from the capital account of the
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Railways. The Finance Midistry has not accepted that sugges-
tion........ Even if I double the rate of interest, I would
be paying Rs. 800 crores, whereas the social burden is of the
order of Rs. 1,000 crores. It is, of course, a very broad and
rough assessment.” )

Targets and Physical Achievements
“ ‘1,35 The physical achievements of the Railways in a few selected fields

during the period 1974—80 has been indicated in the Explanatory Memo~
randum to the Railway Budget 1980-83 as follows:—

Progress during the perwod 1974-75 to 1979-80 (G years)

End of 4 than Ason Additions
5-Year Plan  31-3-1980  during the

(1973-74) 6 years
e o
(a) Capital-at-Charge . é:(.n_g::gg«a g:&g:aat-s lé:(}r'e 5;9: ‘2
(b) Route Kms. . Go234 Kmy. Gogz3 Kms. 699 Kms.
(c) Electrified route Kms. . 419t Kms. 4820 Kms. 629 Kms.
(d) No. of Stations .o . 7079 7017 ()62
(e) No. of staff (in thousands) . 1432 1551 1-19 lakhs
(f) No. of locomotives
(i) Steam . .ot . . 8847 7856 ()99t
(ii) Diescl . e 1610 2231 621
(iii) Electric . . 669 974 305
(g) No. of wagons . . 388366 405185 168:9'
(h) No. of EMU Coaches 1892 2473 581
(i) Other Coaching Vchicles . . 8432 8289 (=)133
'(j) No. of Passenger Vehicles (including Railcars) 26108 27290 1182

L]

1.36 The Capital-at-charge of the Railways at the end of the Fourth
Five Year Plan Period (1973-74) was Rs, 3893.4 crores. It increased to
Rs. 4797.12 crores at the end of the Fifth Five Year Plan Period (1977-78)
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and to Rs. 5484.64 crores at the end of 1979-80. Thus, a substantjal
sum of Rs. 1591.2 crores has been invested in the Railways out of the
* General Revenues during the time span of six years (1974—380).

1.37 As would be seen from the table in the previous paragraph, the
achievements of the Railways during thig period have been none too impres-
sive. The representatives of the Ministry of Railways was, during evideaces,
asked whether it was the practice for the Railways to fix physical targets in
each field from year to year and if so what were those targets for the Fifth
Five Year Plan Period and for 1979-80. In reply, the Fimancial Commis-
sioner Railways stated that “in the original plan there were no physical
target ag such, In the revised plan targets were not published in the plan
document but we had our own internal targets”.

1.38 In a subsequent written note furnished to the Committee the Min-
istry of Railways have in this connection stated as follows:

“The published Vth Plan did not lay down any targets in respect of
addition to route Kms, electrification, addition to wagons,
EMU coaches and passenger vehicles.

2. In the draft Vth Five Year Plan, targets in respect of some of the
above items, for the five year Period from 1974-75 to 1978-79,
were however envisaged. The targets were again revised at
the time of revision of the Vth Plan in 1976. The revised
targets were not, however, incorporated in the published
document.

3. Targets given in the draft Vth Five Year Plan, targets as revised at
the time of revision of the Vth Plan, and the actual achicvements are given

below:—

Targets Targets as Actual
envisaged  revised at  achieve-
in the the time of ments for
draft Vth  revision of  5-year

Plan the Vth period
Plan in 1974-75 to
1976 1978-79
— - —— _
(i) Route Kms. . No target  No target -

(ii) Electrification 1500 Notarget 532RKM

(i) Rolling Stock

(a) Locomotives 1,300 888 863
(b) Wagons . . . . 1,00,000 54,337 59,305
(c)_Coachés . . . . . . 6,500 4,541 4,482

(d)- EMUs . . . . . . 1,050 681 555
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The note has explained the shortfall in the achievements of targets of
rolling stock as follows: .

“(a) A number of locomotives could not be turned out by DLW
for want of Traction equipment from BHEL,

(b) The supply of coaches & D.C., EM.Us from M|s. Jessops was
. far below the anticipated deliveries,

(c) The supply of capital spares like traction Motors and traction
generators etc. were not adequately forth coming from the
suppliers, There was a general shortage of these items. The
supplies could not even match the production programme of
Locomotives and EMUs". '

1.39 The Committee observe that there has been a substantial variation
in the forecasts for the modified Fifth Plan period (1974—78) i
respect of gross traffic receipts and working expenses in the memo-
randum of the Financial Commissioner Railways to the Railway
Convention Committee (1973) and the actuals, being (4-)27.62 per
cent in the case of Gross Reccipts and (--) 27.99 per cent i the case
of Working Expenses. .

1.40 The Commitftee appreciate the reasons advanced for this sub-
stantial variation between the projections and actuals in the case of
Working Expenses as being due to an inordinate rise in stock and
material costs and increase in the size of Railway assets. They, how-
ever, do not agree with the Financial Commissioner Railways when
he. reacting to the suggestion during evidence that the Railways’
Financhal forecasting system should be improved, observed ®hat this
is an “up hill” nay an ‘impossible’ task and that this variation “wrill
happen all the time”. The Committee feel that there is no cause for
despair on this account.. Some variation between forecasts and
actuals on account of unforeseen elements is inherent in any systeq
of long term finamcial planning. However, the endeavour should bel
to reduce it to the minimum so that the forecasts are a worthwhile
base for planning. A more positive approach woulfl therefore be
to improve upon the methodology of financial forecasting by forestal-
ling as many imponderables as possible. The Committee therefore
recommend that the Railways should have a study made of the
financial forecasting system with a view to improve the methodology
so that the variation between forecasts and actuals are reduced to

'the minimum.

1.41 The distressing feature of the Filth Plan investments for

lanning Commis-
has been the inequitous approach of the P
::2‘::,:1.0 investment proposals of the Ministry of Railways. The
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. Inter-Ministerial Wor : projected Rallwa
freight traffic of 335H‘:uufm - i Plen
m tonnes by the end of the Fifth Plan
Period (1978-79).. . The Planning Commission toned it down to 300
Il:.ﬂillion tonnes. In projecting their Fifth Plan requirements, the
ways themselves, basing their proposals on a target of 280 million
toemfs, projected an outlay of Rs. 2570 crores. The Plamning Com-
mission, however, indicated to the Railways a tentative allocation of
Rs. 2380 crores for the Fifth Plan period. Despite protestatioﬁs by
the Ministry of Railways, the draft Fifth Five Year Plan provide;l
the. outlay on railways of Rs. 2350 crores only. In the revised Fifth
Plan, the Railways Plan dutlay came to be slashed down further to
Rs. 21.52 crores only. It finally came to rest at Rs. 2086 crores. The
Committee' have been told that the reduction in the Plan outlay from
Rs. 2350 crores to Rs. 2086 crores was mainly due to the adverse
impact of the oil crisis. The Committee are, however, unable to
appreciate the progressive reduction in the Plan ouflay without
regard to its possible adverse impact on the performance of the
Railways. The Committee have elsewhere in the Report already
commented upon the dismal performance of the Railways during
the Fifth Plan Period. At this stage, they would only like to put
a word of caution that any dent in the Railways Plan resources is
bound to cause widespread repercussions in almost all fields of the
country’s ecopomic actlvities. They hope that Planning Commission
would, while assessing, reassessing and finalising the Plan investment
.for the Rallways coustantly keep in view the nedal position of the

Railways in the country’s economic milieu.

1.42 The Committee are shocked to find that even the reduced Fifth
Plan outlay could not be utilised by the Railways in full and there was a
sizeable shortfall in cxpenditure of Rs..138 crores. What would have
been the position if the Planning Commission had not applied the rather
drastic cut and the entire amount asked for was made available to the
Railways, could better be left to imagination.

They are not ‘entirely convinced with the explanations adduced by
the Ministry of Railways for non-utilisation of funds. While the Com-
mittee appreciate the savings on account of reduction in inventory hold-
ings, these savings could ave been reapppropriated and utilised for better-
ing the overall performance of the Railways. As it'is, the Committee are
confronted with an obvious contradiction when the Ministry of Railways

" maintain that the targets could not be achieved on account of lack of funds
whereas the records indicate that they have been unable to spend a sizeable
chunk out of plan funds available to them. While recording their dis-
pleasure at this lapse On the part of the Ministry of Railways, the Com-
mittee would like to have, within three months from the date of presenta-
tion of this Report, fuller account detailing the circumstances in which
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the amount allocated remained under-utilised and why the amount thus
saved was not spent elsewhere by reappropriation.

1.43 Another disquieting feature of the financial results of the
Railway operations during the period 1974—80 was that Railways’ own
contribution to their development expenditure had consistently fallen
from 36.7 per cent during 1974-78 to 32.8 per cent in 1978-79 and
thereafter to 29-1 per cent in 1979-80.. .1t was explained during evi-
dence that the fall in Railways’ contribution to the development ex-
penditure was mainly on account of less than adequate appropriation
for Depreciation Reserve Fund the main component of the internal
resources of the Ruoilways, the acknowledged consequence of which
has been the heavy accumulation of arrears in the replacement of
overaged assets. The Committee regret that neither the Ministry of
Railways nor the Planning Commission could perceive in right time
the need for adequate provisions for Depreciation Reserve Fund.
Tinely appreciation in this regard would have saved the Railway
operations from the dire predicament that it faces today on account
of a massive rehabilitation backlog.

144 The Committee note that Railways have the practice of set-
ting out physical targets in respect of their various activities. These
targets are however not being published in any document. In order
to asscss the performance of the Railways in different filds as
against the targets fixed, it is necessary that these should be published
<o as to be available to general public. The Committee recommend
that, as in the ‘case of targets and achievements in respect of freight
and passenger traffic-which are published in the Explanatory Memo-
randum to the Budget under ‘Traffic Plan’, the targets and achieve-
ments in respect of other activities of the Railways should also be
published in the Explanatory Memorandum to the Budget so as to
enable a bett~r appreciation of the achievements of the Railways.



II—TARGETS AND ACHIEVEMENTS IN RESPECT OF FREIGHT
. AND PASSENGER TRAFFIC DURING FIFTH PLAN PERIOD

A. FREIGHT TRAFFIC

2.1 To assess the performance of the railways in moving goods traffic
during the Fifth Plan Period (1974-78) and the subsequent two years
(1978-80), it is necessary to examine their performance in retrospect. Fol-
lowing table given in the Report of the Working Group on Railways for
the Sixth Five Year Plan (1980—85) indicates growth of freight traffic on

Indian Railways during the period 1950-51 to 1979-80.

(1974—78) AND DURING 1978-480.~

GROWTH OF FREIGHT TRAFFIC ON INDIAN RAILWAYS

1950-51 to 1979-80

- —t—

Year Ongmmng Tonnage Net Tonne Kms Average Lead
(in millions) (In billions)” (In Kms)
Actual Index ;\cmal Index Actual Index“ )
1950-51 (Commence- ' B
ment of 1st Plan) 930 100 441 100 470 100
1955-56 (End of
1st Plan) 1159 125 506 135 510 109
1960-61 (End of
1Ind Plan) 1562 168 877 199 561 119
196566 (End of
?Irdl’ 203-0 218 116-9 265 576 123
1968-69 (End of
Inter-Plan period) . 204:0 219 125" 1 284 613 130
1972-73 }Pcmxltmntc
year of IVth Plan) . 2013 216 1365 309 678 144
1973-74 (End of
IVth Plau) 184:9 199 122°4 278 662 141
Fifth Plan
1974-75 (Actual) 1967 212 1343 305 683 145
1975-76 (Actual) 2233 240 1482 336 664 141
1976-77 (Actual) 239°1 257 156-8 356 656 140 *
1977-78 (Actual) 237'3 255 = 162-7 369 686 146
1978-79 (Actual) 2234 24a 1548 351 693 147
2179 234 156-0 350 710 151

1979-80 (Provisional) .

24
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2.2 In the Memorandum of the Financial Commissioner for Rail-
ways for the Railway Convention Committee (1973), it is indicated
that freight traffic of about 290 million tonnes was initially projected
by the different Ministries for the year 1973-74 i.e, the last year of
the Fourth Five Year Plan. However, according to the Memo-
randum: “On the basis of past experience the Railways scaled down
the above assessment of likely traffic at first to 265 million tonnes
and thereafter to 240.5 million tonnes at the time of mid-term
appraisal (of the Fourth Five Year Plan)”. Bven this revised
assessment was, according to the Memorandum, “not likely to materialise”,
Memorandum assessed that at best about 208 million tonnes of freight
traffic might be expected by the end of the Fourth Five Year Plan (1973-
74). This short fall, the Memorandum said: ‘was mainly due to the
slugishness in the economy brought about by the drought and other factors
such as unsatisfactory labour and law and order situation etc. in these
years”, As against the ﬁnaﬁy revised assessment of likely goods traffic of
about 208 million tonnes, the actual freight trafic movement was
only 1849 million tonnes, '

2.3 The Inter-Ministerial Working Group set up in June, 1972
to project the demand for freight trafic during the Fifth Plan, in
their Report submitted in April, 1973 assessed the freight traffic by
the end of the Fifth Plan (1978-79) at 335 million tonnes. The
Railways, however, considered this assessment as “highly optimistic
in view of their past experience since the Third Plan”, The Plan-
ning Commission also accepted the view of the Railways and
accordingly a target of 300 million tonnes was provided for in the
Draft Fifth Five Year Plan. However, the Railways submitted to
the Railway Convention Committee 1973 that they considered a target of
280 million tonnes of freight traffic in 1978-79 “as more realistic”” and
maintained that “the Railways are at present working to the lower figure
of 280 million tonnes of the freight traffic” while the final targets were
then yet under consideration in consultation with the Planning Commission.
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The likely year-wise build up of this traffic was indicated in the Memo-
randum as follows: '

(In Million Tonnes)

1973-74  1974-75 1975-76 197677  1977-78  1978-79

(End of
1V Plan)
Revenue Traffic 181 198-75 210-80  224-00 239-50 25500
Non-Revenue 1'raflic . 27 2625 26-20 2600 2550 2500
ToraL . 20-{3 T qu;-oo 237-00—*';50-00 - 96;»_0‘;"- ‘;Bo:—o.::-

1t is stated that a reappraisal of the Plan was undertaken at the instance of
the Planning Commission almost at the commencement of the Plan in the
wake of the energy crisis, the changed price situation and constraint of
resources. As a result, the Railway Plan outlay was reduced from Rs. 2350
crores to Res, 2152 crores (excluding Rs. 50 crores for MTP). The Fifth
Five Year Plan published in 1976 provided for the Railways a Plan outlay
of Rs. 2152 crores and stated that by 1978-79 the Railways would be
equipped to carry an estimated original freight traffic of 250-260 million
tonnes.

A

2.4 As against the target of 250-260 million tonnes of originating
freight traffic in the last year of the Fifth Five Year Plan (1978-79), the
actual major commodity-wice loading since the commencement of the
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Rovenue Earming Freight Traffic .

t

2.5 The figuees of Revenue Earning Freight Traffic in respect of tonnes
originating, tonnes kms. and average lead for the year 1950-51 to 1979-80
are indicated as under:—

Year

Tonnes Index Tonne Index Lead Index

(Million) Kms. *Kms.
(Million)
1950:51 732 100'0 37,565 100°0 518 1000
196061 1:9-8 1637 72,333 192-6 603 117-6
1970-7.1 1679 229°4 110,696 2947 659 1285
A4973-74 . 162-1 221-5 109,391 2912 675 1316
1974-75 173-6 237'2 121,374 823°1 699 1363
1975-76 . 196-8 268-9 194,874 359°0 68s 1335
1976-77 . 212°6 ° 2904 144,030 383.3 677 132°0
197778 . 2108 288-0 150,250 400-0 713 139-0
1978<7¢ 199-6 272°7 143,870 3830 721 140°53
1979-80 . 193°1 2638 144,559 384-8 749 146-0

2.6

Explaining the decline in the freight traffic during the last few

years, the Ministry has stated:

“The shortfall in originating traffic during 1974-75 occurred due to
the general strike of the Railwaymen in the month of May
1974. The shortfall in the year 1977-78 was due to fall in
overall demand, From 1978-79 onwards, however, there has
been a continuous declining trend in originating traffic. These
shortfalls are attributable to a variety of factors, some of which
were within railway’s control, but most of which were beyond
the railway’s control. Broadly, these factors may be enume-

rated as under:—

(i) Cyclones and Floods in 1978-79 and drought conditions in
1979-80.

(ii) Difficult law and order situation particularly in the Eastern
Sector and other parts of the country which had adverse

effects on railway operation.

.

-
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(vii) Frequent cases of work stoppages and :‘go slows’ adopted
by un-recognised category-wise Association of Railway
staff

(viii) Heavy arrears of maintenance in track and rolling stock

“Despite all these adverse factors, Railways tried to meet the
requirements of the vital sector of the economy to the
maximum extent possible according them higher priority.
For example, foodgrains movement from the surplus

areas to the deficit areas all over the country was given
high priority. Similarly, priority was given to the de-
mands of steel plant traffic, both in respect of finished
products and raw materials, and to iron ore for export.
High priority was accorded to transport of coal to
thermal power houges, and to movement of petroleum
products. Other commodities like fertilisers, cement got
next priority.

The Railways have recently taken a large number of
measures introducing several managerial and operational
innovations to make optimum use of assets, Some of
these measures are given below in. brief:

(a) Separation of ‘modern central buffer coupler wagon
fieet’ from the old conventional fleet and use of this

modern fleet to carry ‘express streams’ of freight
traffic,

(b) Optimisation of the loads of goods trains so that trains
run to make full use of the hauling capacity of the
locomotives.
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(c) Use of diesel or electric locomotives in specified
sectors where steam engines were operating earlier, to
take off steam engines from service, so that more coal
was available for industries.

(d) Integrated operation so that through goods trains are
run with the same electric or diesel engines from ‘end
to end.”

2.7 Asked about the reasons for the wide variation in the pro-
jections of originating freight traffic at the end of the Fifth Five
Year Plan (1978-79)—335 million tonnes as assessed by the Inter-
Ministerial Group and 280 million tonnes submitted by Railways
themselves to the Railway Convention Committee (1973), the
Chairman, Railway Board, during evidence, stated:

“The original estimates were there, You have to make
adjustments. Mid-course correction can be done........
in any budget or in any plan. 335 rhillion was the basic
concept; it was thought that the total economy will
generate that much traffic. After that 280 million tonnes;
then it came to 250 million tonnes, That was the final
estimate and this again was not reached”,

Supplementing him, the Financial Commissioner Railways
said: . }

“This was with reference to the assessment of that Group as
to what the trafic would be offering; what railways
would be expected to carry. This had to be matched
with proper investment.. ..When there is cut in invest-
ment what can we do?.... So the targets are varied.”

Another reason ‘according to him was that “the user ministries
tend to pitch up their assessments.”

2.8 Replying to the question by the Committee as to why the
Railways themselves had been projecting to the Working Group,
the Planning Commission and the Railway Convention Committee
different figures in respect of freight traffic at the end of the Fifth
Plan period, the Financial Commissioner Railways said:

“If 1 say that I can carry at the end of the Fifth Plan period
330 million tonnes on the basis of a certwin level of
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investment, at the time of diseussion it is all tentative;
when the plan allocation is finalised—between the ten-
tative allocation and the finalisation of plan allocation,
it takes about 2 weeks—then the final figure is given to
us. On that basis we are working out the figures.”

2.9 Asked whether the traffic projections made by Railways
should not be more practical and pragmatic in view of the experi-

ence gained over all these years, the Chairman Railway Board
stated:

“We will try to make it as pragmatic as possible. But then
we have to rely on everybody living up to targets in the
matter of production.”

2.10 Spelling out the improvements effected in the methods of
making traffic projections, the Financial Commissioner of Railways
also explained:

“During the earlier period I think it was mainly on the basis
of projection made by the other Ministries and moderated
by the Planning Commission. The Railways would make
their own projection. There was no coordinated
approach, To ensure the coordinated approach, now a
Working Group consisting of representatives from the
Ministry of Railways, from the Planning Commission and
from the user Ministries goes into it in detail. There is
also an Evaluation Group in the Planning Commission.
Progressively the methodology is being refined and we
are coming to a closer realistic assessment.”

2.11 During evidence of the representatives of the Ministry of
Railways, the Committee pointed out that the freight traffic (both
earning & non-earning) rose from 185 million tonnes in 1973-74 to
196.67 million tonnes in 1974-75 and could not pick up to more than
239.1 million tonnes in 1976-77, whereafter it actually declined.
When asked about the factors responsible for the decline in freight
traffic and also the reason for the targets of 280 millions suggested
by Railways themselves not being achieved by the end of the Fifth
Plan Period, the Chairman, Railway Board explained:

“In 1974-75, the decline in traffic was due to the general
strike on the Indian railways, with the result that right
in the beginning of the Plan period, the traffic declined.
After that, the economy picked up and so did the work-
ing of the railways. In 1975-76, 1976-77 and 1977-78, the
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performance improved, Again there was a general
depression in the whole economy which was basically
inter-linked with the working of railways with the result
that the load in the subsequent two years, that is, in
1978-79 and in 1979-80, fell sharply and kept on declining
till the trend was reversed for the first time in 1980-81.

There were several factors apart from the general eeconomy
being responsible for the decline in traffic. There were
law and order problems in these two years. There were
very frequent stoppages of work by railway staff and
there was a general atmosphere of indiscipline. Then,
major railway users also had indiscipline in their pre-
mises, apart from the railways’ own difficulties, like
difficulties of the Steel Plants....They did not allow the
plants to function well, thereby detaining the wagons
very heavily. Again, there was a change in the pattern
of movement that took place in this period. There was
a very heavy import of fertilisers and the fertilisers
could not be taken to the ports in those large quantities.”

2.12 Referring to the statistical summary given in the Annual
Report of the Railways for the year 1980-81, the Committee ob-
served that right upto the year 1965-66, the replacement of
wagons was 10,000 per year but afterward the average replacement
came down roughly to 2000 or 2500 per year, Replying to the
question from the Committee whether the decline in freight traffic
was also to a great extent due to non availability of wagons, the
Chairman Railway Board stated: .t

...I cannot say that it can be merely due to the lack of
wagons. That point stands proved to the contrary.”

2.13 Asked whether the increasing number of railway accidents
was also responsible fo the downward trend in the movement of

goods, the witness replied: izl il

“Any accident will retard the leading potential or the move-
ment of potential of any transport system. That again
cannot be directly linked to this because with the increas-

¥ ed number of accidents, the output has been the highest
ever, and much higher than what it was five years earlier.
It would have been still higher, if the number of acci-
dents had been less....Railways work in chain and any
stoppage anywhere would affect the system. This was
N one of the reasons that we have given.”
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2.14 When further asked whether the factors like floods cyclones,
law and order etc. were not taken into consideration while deciding
the targets of freight traffic, the Chairman Railway Board stated:

“You take the normal floods into account, but you do not take
into ‘account, for example, the floods that you had in
Bengal when Kharagpur remained cut off from Howrah
for over two and a half months....Floods are mentioned
in that context and so are cyclone in the east coast.”

2.15 Later, in a written note the Ministry of Railways have ex-
plained the factors responsible for the decline in freight traffic
during the Fifth Plan period as follows:

“Against a target of 250 million tonnes for 1978-79, the Rail-
ways did lift 239.1 million tonnes in 1976-77 and 2373
million tonnes in 1977-78, but the freight traffic declined
thereafter due to general decline in economy. Besides,
the specific factors which affected performance were:—

(a) Unsatisfactory law and order situation on account of
Public agitations against reservation policy of Govern-

ment of Bihar, affecting loading on Easter and North
Eastern Railways. '

(b) Strike in Singareni Collieries in April & May 1978
affecting coal loading resulting in loss of revenue earn-
ing traffic.

(c) Work to rule agitation by loco running staff on North-
east Frontier Railway and bundhs in Assam region.

(d) Train services on Central and South Central Railways
suffered in July and August on account of public agita-
tions in Marathwada area.

(e) Unprecedented heavy rains, floods, breaches etc, from
July to October 1978.

(f) Strike by Port & Dock workers in November 1978 at
major ports; and

(g) Strike in Jute Mills in West Bengal in January 1979.”

2.16 The Committee observed that not only the performance of
the Railways in the matter of lifting of freight was unsatisfactory
during the Fifth Plan period as a whole, but during 1978-79 and
1979-80 there was a substantial decline from 237.30 million tonnes in
1977-78 to 223.40 million tonnes and 217.84 nrillion tonnes in 1978-79
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and 1979-80 respectively. During evidence, the Chairman Railway
Board was asked the reasons for this substantial decline, he said:

“The declining trend and these factors (factors indicated
elsewhere in the report as responsible for in poor per-
formance during the Fifth Plan period as a whole)
became pronounced. The drought started - in 1977-78
and that it perpetuated in 1978-79. The comulative effect
of all these were felt more and more in the subsequent

A very important reason is general stagnation of the economy
having its effect on the Railways, plus overheads, plus
increasing incidents of strike among staff, not railway
staff, but staff of Organisations using the Railways like
transport sector etc.”

Replying to the question whether these factors were not usual
he said:

“All these factors have been there in each one of the years in
varying degrees. But as the malise deepens then the
effects also deepen.

2,17 In a subsequent written communication to the Committee,

the Ministry have indicated the reasons for the decline in perfor-
mance during the years 1978-79 and 1979-80 as follows:

“During the year 1978-79 various factors over which Railways

T had little control affected goods traffic adversely. During
TR April, May and November, 1978 goods traffic was seriously

R ) affected on Eastern and North Eastern Railways due to

-*  law and order problem triggered off by public agitations

& against the reservation policy of the Government of
Bihar. As a result thereof originating leading not only

on Eastern and North Eastern Railways but also on other

adjacent Railways and passing through these Railways

had to be drastically controlled. Further due to strike

™ in Singareni coalflelds in April and May 1978, coal loading
b was affected to the extent of 0.8 million tonnes. On NF
sl Railway, traffic was affected due to work-to-rule agitation

by loco running staff and various bandhs in Assam area.
In Julv and August 1978, train services on Central and
South Central Railways suffered due to public agitations
in Marathwada area. There was a severe set-back to
'} operations during July to October 1978 on account of
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unprecedented heavy rains, floods, extensive breaches,
sinkage of track, hill slips, unsafe condition of bridges on
the Central, Western, Northern, North Eastern, Eastern
and the South Eastern Railways, Strike by Port and Dock
workers in November, 1978 affected loading to and from
major ports forcing diversion of ships to smaller ports
which resulted in large scale diversion of rolling stock
and longer leads. Strike in Jute Mills in West Bengal in
January 1979 also resulted in hold up of wagons.

During the year 1979-80 factors such as the uncertain law and
order situation, industrial relation problems, sporadic
civil agitations in various parts of the country continued
to bedevil goods operation. Besides, extensive power
cuts in varjous States affected not only industrial produc-
tion but also the Railways’ mobility. Shortage of coking
coal resulted in less requirement of other raw materials
by steel plants and consequently reduced inputs.”

2.18 Indicating the measures taken or proposed to be taken to
reverse the decline trend, the written note states as follows:

“(a) In order to arrest the declining trend strict enforcement
of discipline in man management as well as material
management has been implemented. Unrecognized staff
associations have been curbed.

(b) Wagons fitted with roller bearings and centre buffer
couplers were segragated from the conventional type of
wagons and formed into rakes for carriage of essential
commodities like foodgrains, fertilisers, cement and coal

(c) Jumbo rakes which are higher pay load unit trains of
covered wagons have been formed to carry bulk commo-
dities at higher speeds over longer distances.

(d) Loads carried by goods trains on different sections are
being optimised. y

(e) ldentification and condemnation of over-aged wagons.

(f) Through running of goods trains with the same electric

or diesel engine which has reduced the pressure on mar-
shalling yards to a great extent.

(g) BOX ‘N’ type of wagons are being developed which
would make running of heavy trains with capacity upto
i 7,500 tonnes possible.
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(h) Progressive extension of electrification and dieselisation.

(i) Closed circuit rakes have been introduced to meet demands
of important customers.

(j) ROH of roller bearing stock in closed steam sheds with
some staff has been introduced. i

(k) To carry more traffic with the same fleet of wagons loading

upto 2 tonnes above CC of some specified wagons is being
permitted when considered necessary.

(1) Introduction of ‘Juggler’ operation in seators with concen-
tration of traffic so that the supply and clearance of
wagons can be done promptly. ‘Jugglers’ are nominated
diesel or electric powers operating from a terminal in a
defined area where big goods sheds, industrial sidings or

stations with heavy inward and outward ‘traffic are
situated.

These major innovations have brought about tremendous
improvement in goods loading. During the year 1981-82
total revenue earning traffic lifted by Railways was 220.20
million tonnes against the original target of 215 million
tonnes and revised target of 220 million tonnes. However,
the total loading this year including non-revenue traffic is
expecced to be 243.3 million tonnes. This achievement is
the highest ever in the history of the Indian Railways.”

2.19 The Committee had observed that in 1976-77 the revenue
earning freight traffic was 212.60 million tonnes. In 1977-78 it dec-
lined to 210.8 million tonnes, in 1978-79 to 199.6 million tonnes and
in 1979-80 further to 193 million tonnes. Asked to indicate the total
volume of traffic fixed by the Inter-Ministerial Group for the year
1979-80 and the percentage thereof actually lifted by Railways the
Chairman of the Railway Board stated:

“What we could lift, we did lift; not that there is something
that we could lift and did not lift due to extraneous factors.
There might have been minor factors, but their effect was
marginal. The basic fact is that whatever could be lifted

was lifted and that is 193 million tonnes in that year
(1978-79)”

2.20. It was pointed ¢ut during evidence that during the period
1950-51 to 1979-80 more than Rs. 4650 crores had been invested in
the Railways. Asked whether any relationship could be established
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b.etween the investment made in Indian Railways and their freight
lifting capacity, the Chairman Railway Board explained:

\‘“There has to be a basic relationship between the investment
and the output. But, supposing, there is a strike for 30
days. The output becomes zero. The investment has no
relationship when the output becomes zero. The invest-
ments are required for the long term traffic growth and

if the traffic growth does not come according to expecta-
tions, it may be managerial inefficiency within or mana-
gerial inefficiency without...... The total investment is

a must for traffic growth. But it is not necessary that

just by the sheer process of investment you will get the

traffic growth. There are other factors also which have
to go into that.”

2.21 The Committee enquired whether the bulk of the freight
normally used to be offered to the Railways was diverted to other
modes of trangport during the Fifth Plan period, and if so what
were the reasons therefor and what was the loss suffered on that
account. The Chairman Railway Board replied:

“It is a fact that traffic was diverted. It is difficult to quantify
it. Our actual performance is 193 million tonnes of
revenue earning freight traffic. For accurate assessment
data is not available. When the cheapest form of traffic
is not available, the customer has no alternative but to use
the second cheapest, because he can not keep the industry
closed.”

222 In a written note furnished by the Ministry of Railways
it has been stated that with the rapid development of the roads and
the road transport in the Sixties there has been considerable
diversion of high profit yielding traffic to the road transport. Over
the years, Railways have increasingly become carriers of low-rated
bulk commodities which formed 58.2 per cent of the total originating
tonnage of revenue earning traffic in 1950-51, accounted for 85.6 per
cent in 1980-81.- It is in respect of the high profit yielding commo-
dities that the Railways face severe competition from road transport,
in view of the inherent advantages which it enjoys over rail trans-
port such as the ability to provide door-to-door service, freedom to
pick and choose not only the commodities for carriage but also the
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destination and the routes and customers and the freedom to give on-
the-spot reduction of rates. Due to large, investments on the deve-
lopment of roads and road transport, coupled with the liberal issue
of inter-State and National Permits, the road transport has emerged
as a strong competitor to rail transport, particularly in respect of high
profit yielding commodities.

2.23 As regards the measures taken to retrieve the lost traffic, the
Committee have been informed that the Marketing and Sales Organisation
was set up by the Zonal Railways in 1967 and the railways have also
introduced various customer-oriented services like Container Services,
Freight Forwarder Scheme in wagons, Quick Transit Service etc. A close
watch is also being kept on the loading of selected high profit yielding
commodities. During the Fifth Plan period 1974-75 to 1977-78 and during
the subsequent 3 years from 1978-79 to 1980-81, the loading and earnings
from high profit yielding commodities were as under:—

Tonnage of
high profit
Year yielding Earnings
commoditics (Rs. in
(in million Crores)
tonnes)
Fifth Plan Pcriod 1974-75 12:40 130:29
1975-76 13-48 153°17
1976-7% 13-49 168 51
1977-78 12:63 16939
Rolling Plan 1978-79 13°29 171-08
1979-80 13-00 200°33
First ycar of Sixth Plan 1980-81 13-95 227-805

2.24 The Committee find it very disappointing that the Railways
were unable to achieve during the Fifth Plan period even the reduced
target of 250-260 million tonnes of freight traffic provided for in the
Fifth Five Year Plan document with reference to the reduced Plan
owliay of the Railways. The maximum load of freight trafic that
they could carry during the Plan period was 239.10 million tonues
rcached during 1976-77. Thereafter the freight traffic declined con-
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sistently year after year to reach a level of 217

1979-80. As for the revenue earning component of the freight traffic,
it increased from 162.1 million tonnes in 1973-74 (the last year of
the Fourth Five Year Plan) to 212.60 million tonnes in 1976-T7. There-
after, this traffic hasv also been consistently declining from year to
year and in 1979-80 it was no more than 193.07 midlion tonnes. 'The
Committee are unable to appreciate the reasons advance for this *
unsatisfactory performance which are by and large of a general and

perennial nature. They. are fn particular unhappy at the rather

bald explanation offered by the Chairman Railway Board for the
performance of the Railways in the matter of lifting Revenue Earn-

ing Freight Trafic when, during evidence before the Committee, he

said; “whatever could be lifted was lifted.” They -regret that the

measures reported to the Committee to have been taken to reverse

the declining trend could not be thought of carlier.

.84 million -fonmes

.2.25 The dismal performance of the Railways in moving freight
traffic during the period 1974-80 reflects adversly on the functioning
of the Planning, monitoring and appraisal wing of the Railways at
the Board as well as Zonal levels. They should be energised and
their methods of work stream-lined where necessary so that their
analysis and reports are in real an aid to Management.

2.26 The Committee note that the Railways have ‘been since the
last few years publishing in the Explanatory Memorandum to the
Budget a  Trafic Plan  showing the targets and achievements in
regard to freight and passenger traffic. It would be in the fitness
of things if a paragraph is included in the Explanatpry Memorandum
analysing fhe performance of the Railways in the matter of moving
the freight an passenger traffic with reference to annual targetg.

2.27 The Committee appreciate that Road Transport has certain
inherent advantages as against Rail Transport such as the ability
to provide door-to-door service. Freedom to pick and choose not only
the commodities for transport but also the destinations. Routes and
the customers, the freedom to extend on-the-spot reduction in rates
etc. They, however, would like the Railways to make concerted
efforts to win back at least a part of the high rated revenue earning
freight traffic which might have crossed over to the Road 'I‘rnpsp(frt
under complclling circomstances sach as persistant non-avaitability
of wagons in due time. increased incidence of del.ay, theft and dlmnge
en route, rampant, corrupt practices by unscripulous elements in
the Railway Organisation as also among the custovmerg and middle-
men in the matter of freight booking. weighment, delivery ete., by
taking such corrective action as may be necessary.
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: B. PASSENGER TRAFFIC

2.28 An Inter Ministerial Working Group was constituted in June 1972
to make an assessment of passenger traffic during the First Five Year
Plan. They had projected a growth of 4 per cent per annum in the non-
suburban traffic and 5 per cent per annum in the suburban traffic over the
traffic that was then expected at the end of the Fourth Five Year Plan
Period (1973-74).

2.29 The growth of suburban and non-suburban passenger traffic as

also the average lead during the period 1974-75 to 1979-80 is indicated in
the following statements: ' |

Number o passengers ot_-iginating
Number of passangers journcys

.

In million

Suburban Percentage Non-  Percentage Grand Percentage

Year increase/ suburban increase Total  increase
decrease as decrease as decrease as
compared compared compared
to previous to previous to previouy
year year year

1973¢74 1,437 1217 2,654
1974-75 . 1,373 (—)4-45 1,056  (=)13-22 2429 (—)B:47
1975-76 1639 (+)19:37 1,306 (+)53:67 2,045 (+)21-24
1976-77 1,802 (+)9'94 1,498  (4)14:70  g,300 (+)12-05
1977-78 1,928 (+)6-99 1576 (+)5:20 3,504 (+)6-18
197-79 2,113 (+)9°59 1,606  (4)1-g0 8719 (+)6:13
1973-80 1,903 (—)9-93 1"6oa  (—)o-24 3505  (—)5'75
Passenger Kilometres
(Total distance travclled by all passengers)
(In millions)
Year Suburban  Percenta Non- Percentage Grand Pereentago
increass Subuarbn increase/ Total incroase/
docrease as decrease as decrease as
c compared compared
to previous to previous to previous
_ years year year
1973-74 28,037 107,627 135,664
1974-75 27,157 () 313 99,097 (-)7:92 126,254 (-) 693
1975-76 32,862 (+)21-00 115999 (+)16-95 148,76 (+)17-82
1976-77 37,082 (+)12:84 126,754 (4)9,36 163,836 (+) 10-13
1977-98 39,433 (4) 634 137,200 (4) 824 176634 (+) 781
1978-79 £439  (H)10-15  149-506 (4) 8,96 192945 (4) 9,23
1979-80 38,730 (-)10-84 159,912 (+) 6.96 198,642  (+) 2,95
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Average Lead
(Distance travelled by an average passenger)

(In kilomctml)

Yecar Suburban Non-suburban Grand
(allclasses) -« ¢ oo e Total
Upper .
Mail/ Ordinary Total Total
Express Non-
suburban
1973-74 195 2898 264 7 529 857 88-9S 5141
1974-78 19-8 481-3 287-3 56:0 914 93-8 52:0
1975-76 291 515-5 308-7 51-9 86:6 887 50-5
1976-77 206 518-9 306:0 50-2 826 84'6 49:6-
1977-8 20-4 5127 313-8 49:8 850 87-1 504
1978-79 20:6 5063 323-3 517 908 93-1 s51-9
12;7.8)

20-4 506.0 327-8 55-8 974 99-8 567

2.30 The~M.inistry of Railways have, on the basis of the figures
given in the above tables, submitted to the Committee their con-
clusions as follows:—

“There has been a significant increase in the volume of

passenger traffic during the recent years. In terms of
passengers originating and passenger kilometres, the
increase during 1979-80 as compared to 1973-74 figures
has been of the order of 32 per cent and 46 per cent res-
pectively. In the case of suburban passengers, there was
a progressive increase right from 1973-74 except during
1974-75 and 1979-80; in the case of non-suburban passen-
gers, the uptrend from 1973-74, which suffered a set-back
in 1974-75, continued to be mbintained during 1979-80
also, The average lead in the case of subutban passenger
traffic mainatined an upward trend since 1873-74 with
a slight set-back in 1977-78 and 1979-80 but during 1978-79
it was at the same level as the 1976-77 figure of 20.6 kilo-
metres. In the case of non-suburban traffic, the lead has
gone up from 87.1 Kms. in 1977-78 to 99.8 Kms. in 1979-80".

» . * .

“The rapid pace of growth of the suburban pasenger traffic

as-compared to the non-suburban passenger trafic is
attributable to the more rapid increase in the population
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in and around the Metropolitan areas of Bombay, Calcutta
and Madras. While the average population growth for
the country was 2.6 per cent per annum during the fifties

and sixties, it was 3.6 per cent for the Metropolitan cities
with a considerable expansion of residential areas”,

3

2.31. In another Memorandum furnished to the Committee, the
Ministry have furnished the following figures of targets and achieve-

ments in regard to passenger traffic during the years 1974-75 to 1979-80: —

(Passenger KMs in Billion)

Year Non-Suburban Suburban Total

4 e bttt et e - — bt e =

Target Actuni Target Ac—:tuﬂl Tl'lrgrl ) AclnuaAI.

1974-75 113:0 991 29-1 272 142°1 126-3
1975-76 . 1183 115-9 30-2 32:9 148-5 1488
1976-77 . 123-7 116-7 314 37°4 1551 163-8
1977-78 . 129:1 137-2 325 39-4 161- 6 176-6
1978-79 . 143-8 149-5 414 433 185:2 192-9
1979-80 . 1567 159-9 456 387 202- 3 198-6

— . o e s —

2.32 On the basis of the above figures, the Ministry have main-
tained that “targets were by and large, both in respect of Non-
Suburban and Suburban traffic achieved”. In regard to the shortfall
indicated in the figures for 1974-75, the Ministry have stated that it
occurred “due to Railwaymen’s strike in May, 1974". '

2.33 During evidence, the Chairman Railway Board was asked
whether the annul targets in respect of “Passenger Kilometres” fur-
nished to the Committee were regularly published. He replied:

“The targets are not published. It is also not possible to pub-
lish them. The method is to assesss the passenger traffic
rather bacwwards.
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For example, if the normal growth in the. preceding three
years had been 3 per cent or 4 per cent the same trend
would continue. There is no other method of assessing
the travelling habits of the people...... When the Plan

P is framed, based on the previous experience as to what

. has been the growth rate of traffic and what is the popu-

lation trend and all that, it is written in the document
itself. Publishing the target is quite different...... we
have made a start in the last two years in the Explana-
tory Memorandum. It has been given in number but it
is not given as “passenger Kilometres”.

234 In a subsequent written note furnished to the Commitiee
the position has ben explained by the Ministry of Railways as
follows:

“Targets for passenger traffic in terms of passenger kilometres
have not been published anywhere. Targets given in the
memorandum are only broad assessments derived on the
basis of anticipated growth and pattern of passenger
traffic.

Targets for passenger traffic in terms of passenger kilometres
are not being fixed as this traffic is dependent upon seve-
ral factors like economic prosperity, harvest, good mon-
soon etc. which cannot be predicted with any certainty”.

235 Asked to state the basis and methodology of fixing and
revising annual targets in regard to the number of passengers,
Passengers Kms. and earnings, the Chairman, Railway Board during
evidence, stated:

“We estimate the traffic increase in the coming years by hind
sight only. There is no other method.”

Replying to the question whether we should not have a more
rational and scientific basis for projecting the passenger traffic
target, the Chairman Railway Board said:
“Provided we have the capacity of carrying the passengers;
but the demand will always out strip the supply”,
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2.36. As stated earlier the passenger traffic (both suburban and
non-suburban) dropped from 2654 millions in 1978-74 to 2429 million
in 1974-76. The drop in suburban traffic was of the order of 4.45
per cent. whereas in the case of non-suburban traffic it was as much
as 13.22 per cent. Distance travelled both by suburban and non-
suburban passengers also dropped from 135664 passenger kilometres
in 1973-74 to 126254 passenger kilometres in 1974-75. The drop in
the suburban passenger kms. was of the order of 3.13 per cent.
whereas in the case of non-suburban passenger kms, it was 7.92 per
cent. Asked to state the reasons for this substantial drop in the
number of passenger carried and also the distance travelled by
passengers in 1974-75 as compared to the level reached in 1973-74
the Chairman of the Railway Board stated:

“The main drop in the passengers in 1974-75 was because of
the Railwaymen’s strike in May, 1974. Due to the strixe
the Railway lost 110 million passengers. That vitiated
the entire system. The normal graph is steady, but this
sudden deflection in the graph came due to the strike”.

2.37. In the written note furnished to the Committee the Ministry
of Railways have stated:

“The year 1974-75 was critical for the Indian Railways. The
disturbed industrial relations culminated in the nation
wide railwaymen’s strike in May, 1974, which had its
impact intér-alia on the passenger traffic. To some extent,
some of the passenger trains had also to be cancelled due
to shortage of steam coal. In spite of the drop in the
pasenger traffic, the earnings from passengers went up
by more than 12 per cent partly due to the revision in
the passenger fare structure and also because of the
increase in the average lead both for suburban and non-
suburban traffic”.

2.38. The Inter-Ministerial Working Group, constituted in 1972
to assess the passenger traffic during the Fifth Five Year Plan period
had projected a growth rate of 4 per cent per annum in the non-
suburban traffic and 5 per cent. per annum in the suburban traffic
over the traffic that was then expected at the end of Fourth Five
Year Plan period (1973-74). From the figures furnished to the Com-
mittee, however, it is observed that during the period 1974—80, the
percentage of increase in number of suburban and non-suburban
passenger journeys during 1975-78 was as much as 19.37 and 23.67
per cent. over the respective figures for the year 1974-75. In the
subsaquent years (1976—79) the annual increase in the number of
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passenger journeys has been erratic varying between 7 to 10 per
cent. over the figure for preceding year. Asked to indicate why the
actual annual increase in passenger traffic has been widely off the
estimates of the Working Group, the witness stated:

...... The fluctuation is due to the strike. Because we are
comparing with the previous year, which had an un-
natural depression, naturally in the next year we are
going to get a spurt...... In 1974-75 traffic carried was
depressed to an unnatural extent. 1975-76 has corres-
pondingly an unnatural increase when we compare with
1074-75. ... .. Year after year, the average is slightly
different. For the 5th Plan as a whole, the suburban
figure came to about 9.2 per cent and that of non-suburban
to 64 per cent. The average came to 9 per cent. and 6
per cent. respectively. The percentage increase in subur-
ban traffic is more because of urbanisation of the coun-

2.39. In a subsequent written note furnished to the Committee,
the Ministry of Railways have stated that the actual non-suburban
passenger kms. show an increase of 7.04 per cent. per annum in 1978-
7 over the year 1973-74. Similarly, the suburban passenger kms.
increased by 10.7 per cent. per annum during the same period.
According to the Ministry; “the esitmates of the trend of passenger
traffic for future years cannot accurately be made as it is dependent
on several factors like propensity to travel economic development,
the growth of population, urbanisation, economic migration and
other factors. The Working Group while making the projections
have taken into consideration these factors in the light of the trend
of growth over the past few years".

2.40. The Committee drew the attention of the witnesses to the
decline in suburban and non-suburban traffic from 2113 million and
1606 million, respectively in 1978-79 to 1803 million and 1602 million,
respectively, in 1979-80 after a progressive rise in (assenger traffic
from the year 1975-76 to 1978-79. Asked the reasons for this dismal
performance during 1979-80, the witness stated:

“The drop in passenger traffic in 1979-80, compared to 1978-79,
was mainly under season ticket traffic, which declined
by 257 million in suburban and 39 million in non-subur-
ban. The fare structure upto 50 kms. was rationalised
in 1979-80, and the categories changed...... When the
fare structure changed, and when the season ticket mix,
and non-season ticket mix changed, the comparative
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statistics got vitiated. People stopped buying season
tickets due to a rationalisation in fare structure....”

2.41. The Ministry of Railways have, through a written note, also
stated:

“The rise in the fares of season tickets effective from 1st
April, 1979 prompted the commuters to purchase season
tickets before 31st March, 1979 at the old fares. This
resulted in abnormally high issue of season tickets in 1978
in turn affecting the issue of season tickets in the first 2
to 8 months of the years 1979-80, and for the same reason,
the passenger kilometres also registered a corresponding
drop. In the case of non-suburban passengers, the drop
wag only 0.25 per cent. which is marginal”.

2.42. The Committee have also observed from the working and
financial results of Railways for the period 1974—78 furnished by
the Ministry of Railways, that average lead both for suburban and
non-suburban passenger traffic varied between 49.6 and 520 How-
ever, in 1978-80, it increased to 56.7 on account of substantial im-
provement in the performance of non-suburban passenger traffic.
When asked to explain the reasons for there being no improvement
in the average lead during the period 1974-75 to 1978-79, the witness

stated:

“The lead pattern is something on which we have no control;
that depends upon the new cities developing and the
suburbs developing...... The suburban traffic lead was
19.5 km. on an average. Next year it was 19.8, In the
subsequent years it was 20.1, 20.6, 20.4, 20.6 and 20.4. From
this we find that the variation is only one kilometre over
a period of eight years. That means it has varied from

! 19.5 at the bottom to 20.6 and the highest was also in the
middle year. This variation is not much if you consider
that in Bombay 4.5 million suburban passengers are tra-
velling every day. The non-suburban lead has been 88.5

) in 1978-74 and it was in the following years 93.8, 88.7,

) 84.6, 87.1, 93.1, 99.8 and 103.9 in 1980-81. This is also
directly related to the number of long distance conven-
fent trains...... the lead variation is 88.3 kilometres to
about 104 kms. The total rise is of the order of 15 kilo-
metres in a matter of 8 years because we have introduced
a large number of long distance direct trains. It becomes
convenient for the man to travel longer distance anq so

R the lead becomes longer”.
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243. Subsequently, in a written note the Ministry of Railway
have stated: )

“Railways have no control over the average lead as it is
dependent on the length of the journey performed Y
passengers. The unusual phenomena of the decline in
the suburban passenger traffic with an average lead. of
20.4 Kms. in 1979-80 coupled with an increase in the long
lead non-suburban traffic resulted in the average lead
shooting up to 56.7 Kms, in 1979-80.”

2.44. The Committee feel that the existing system adopted by the
Working Group, the Planning Commission as also the Ministry of
Raitways of assessing the growth of passenger traffic during the five
vear time span in terms of a percentage over the previous years per-
formance is unsatisfactory, This is amply borne out by the fact that
whereas the Working Group assessed for the Fifth Five Yecar Plan
poriod the growth rate of five and four per cent in respect of subur-
ban and non-suburban passenger traffic respectively, the actual per-
centage of increase in the number of suburban and non-suburban
passenger traffic during 1975-76 was as large as 19.37 and 23.67 per
cent respectively over the respective figures for the year 1974-75.
In subsequent years (1976—79) also the increase in the number of
passenger journeys has he™n erratic varying between 7 to 10 per cent.
nver the figure for preceding year. The Committee agree with the
Ministry of Railways that the estimates of the trend of passenger
traffic for future years cannot “accurately” be made but at the same
time the estimates should not be so far removed from the actuals
as to present a distorted picture. They feel that a more intelligent
estimate of growth of passenger traffic should be possible so as to be
of use for planning resource build-up for carrying the expected
volume of traffic in future years. The Committee therefore recom-
mend that the Ministry of Railways should make efforts to work
oui more realistic projections of passenger traffic, if necessary by
toking the help of experts and specialised institutions. These pro-
joctions/targets should be published alongwith their year-wise build
up for general information. Any reduction in the targets should be
adequately explained in the Explanatory Memorandum to the Budget
so also any shortfalls in achievements against the targets. .

245 The Committes observe that in the “Traffic Plan—Passenger”’
heing published in the Explanatory Memo,rand:xm to the Budge:
Es+timates and Actuals are indicated in respect of" ?Io. of Passe.ngers
and “Earnings” only. They would like the Ministry of Railways
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to consider the feasibility of including in this Plan similar informa-
tion in respect of “Passenger Kilometres” also.

2.46. The Committee find that during the year 1974-75, instead of
increasing at the projected rate of five per cent. and four per cent.
respectively, suburban and non-suburban passenger traffic actually
declined by 4.45 per ccnt. and 13.22 per cent.,, respectively. The
reason for this decline is indicated to be Railwaymen’s strike in May,
1974 and cancellation of some trains due to shortage of coal. During
1979-80 also, the suburban iraffic declined by 9.93 per cent over the
figure for the preceding year. This is stated to have been due to a
change in the fare structure for season tickets during that year.
Nevertheless, the Commitiee feel gratified to observe that the number
of passengers moved by the Railways increased from 2654 million
in 1973-74 to 3505 million in 1979-80. The passenger kilometres also
increased from 135664 million in 1973-74 to 198642 million in 1979-860.
This by itself is no mean achievement. The Committee hope that the
Railways would not only maintain this progress but make an attempt

to better it in future ycars.

D. .. BAITHA,

NeEw DELHI;
Chairman,

June 9, 1982

Juaistha 19, 1904 (S) Railway Convention CommitLee.
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APPENDIX Il
(Vide para 7 of Introduction)

Summery of Recommendations|Conclusions contained in the Report

Reference
to Para
S. No. No. of Summary of Recommendations/Conclusions
the
Report.
1 2 3
1 1.39 The Committee observe that there has been a
substantial variation in the forecasts for the modi-
fled Fifth Plan period (1974-78) in respect of
gross traffic receipts and working expenses in the
memorandum of the Financial Commissioner
Railways to the Railway Convention Committee
(1973) and the actuals, being (4) 27.32 per cent
in the case of Gross Receipts and (+) 27.99 per
cent. in the case of Working Expenses.
2 1.40 The Committee appreciate the reasons advanced

for this substantial variation between the pro-
jections and actuals in the case of Working Ex-
penses as being due to an inordinate rise in stock
and material costs and increase in the size of
Railway assets. They, however, do not agree
with the Financial Commissioner Railways
when he, reacting to the suggestion during evi-
dence that the Railways' Financial forecasting
system should be improved, observed that this is
an “up hill” nay an “impossible” task and that
thig variation “will happen all the time”. The
Committee feel that there is no cause for despair
on this account. Some variation between fore-
casts and actuals on account of unforeseen ele-
ments is inherent in any system of long term
financial planning. = However, the endeavour
should be to reduce it to the minimum so that

——
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the forecasts are a worthwhile base for plan-
ning. A more positive approach would there-
fore be to improve upon the methodology of
financial forecasting by forestalling ms many
imponderables as possible. The Committee there-
fore recommend that the Railways should have
a study made of the financial forecasting system
with a view to improve the methodology so that

the variation between forecasts and actuals are
reduced to the minimum.

The distressing feature of the Fifth Plan in-
vestments for Railways has been the inequitous
approach of the Planning Commission to the
investment proposals of the Ministry of Rail-
ways. The Inter-Ministerial Working Group had
projected for the Railways a freight traffic of
335 million tonnes by the end of the Fifth Plan
period (1978-79). The Planning Commission
toned it down to 30 million tonnes. In project-
ing their Fifth Plan requirements, the Railways
themselves, basing their proposals on a target
of 290 million tonnes, projected an outlay of
Rs. 2570 crores. The Planning Commission,
however, indicated to the Railways a tentative
allocation of Rs. 2380 crores for the Fifth Plan
period. Despite protestations by the Ministry
of Railways, the draft Fifth Five Year Plan pro-
vided the outlay on railways of Rs, 2350 crores
only. In the revised Fifth Plan, the Railways
Plan outlay came to be slashed down further to
Rs. 2152 crores only. It finally came to rest at
Rs. 2086 crores. The Committee have been told
that the reduction in the Plan outlay from
Rs. 2350 crores to Rs. 2086 crores was mainly due
to the adverse impact of the oil crisis. The Com-
mittee are, however, unable to appreciate the
progressive reduction in the Plan outlay without
regard to its possible adverse impact on the per-
formance of the Railways. The Committee have
elsewhere in the Report already commented
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upon the dismal performance of the Railways
during the Fifth Plan period. At this stage,
they would only like to put a word of caution
that any dent in the Railways Plan resources is
bound to cause widespread repercussions in
almost all flelds of the country’s economic activi-
ties. They hope that Planning Commission
would, while assessing, reassessing and finalising
the Plan investment for the Railways constantly

keep in view the nodal position of the Railways
in the country’s economic milieu.

The Committee are shocked to find that even
reduced Fifth Plan outlay could not be utilised
by the’'Railways in full and there was a sizeable
shortfall in expenditure of Rs. 138 crores. What
would have been the position if the Planning
Commission had not applied the rather drastic
out and the entire amount asked for was made
available to the Railways, could better to left
to imagination.

They are not entirely convinced with the ex-
planations adduced by the Ministry of Railways
for non-utilisation of funds. While the Com-
mittee appreciate the savings on account of re-
duction in inventory holdings, these savings
could have been reappropriated and utilised for
bettering the overall performance of the Rail-
ways. As it is, the Committee are confronted
with an obvious contradiction when the Ministry
of Railways maintain that the targets could not
be achieved on account of lack of funds whereas
the records indicate that they have been unable
to spend a sizeable chunk out of plan funds avail-
able to them. While recording their displeasure
at this lapse on the part of the Ministry of Rail-
ways, the Committee would like to have, within

‘three months from the date of presentation of

this Report, fuller account detailing the circums-
tance in which the amount allocated remained
under-utilised and why the amount thus saved
was not spent elsewhere by reappropriation.
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Another disquieting feature of the financial
results of the Railways operations during the
period 1974—80 was that Railways’ own contri-

* bution to their development expenditure had

consistently fallen from 36.7 per cent during
1974—80 to 32.8 per cent. in 1978-79 and there-
after to 29.1 per cent in 1979-80. It was explained
during evidence that the fall in Railways’ con-
tribution to the development expenditure was
mainly on account of less than adequate appro-
priation for Depreciation Reserve Fund the main
component of the internal resources of the Rail-
ways, the acknowledge consequence of which has
been the heavy accumulation of arrears in the
replacement of overaged assets. The Committee
regret that neither. the Ministry of Railways nor
the Planning Commission could perceive in right

time the need for adequate provisions for Depre-

ciation Reserve Fund. Timely appreciation in
this regard would have saved the Railway opera-
tions from the dire predicament that it faces
today on account of a massive rehabilitation
backlog.

The Committee note that Railways have the
practice of setting out physical targets in res-
pect of their various activities. These targets
are however not being published in any docu-
ment. In order to assess the performance of the
Railways in different fields as against the tar-
gets fixed, it is necessary that these should be
published so as to be available to general public.
The Committee recommend that, as in the case
of targets and achievements in respect of freight
and passenger traffic which are published in the
Explanatory Memorandum to the Budget under
“Trafic Plan’, the targets and achievements in
respect of other activities of the Railways should
also be published in the Explanatory Memoran-
dum to the Budget so as to enable a better
appreciation of the achievements of the Railways.




The Committee find it very disappointing that
the Railways were unable to achieve during the
Fifth Plan period even the reduced target of
250-260 million tonnes of freight traffic provided
for in the Fifth Five Year Plan document with
reference to the reduced Plan outlay of the Rail-
ways. The maximum load of freight traffic
that they could carry during the Plan period was
239.10 million tonnes reached during 1976-77.
Thereafter the freight traffic declined consis-
tently year after year to reach a level of 217.84
million tonnes in 1979-80. As for the revenue
earning component of the freight traffic, it
increased from 162.1 million tonnes in 1973-74
(the last year of the Fourth Five Year Plan) to
212.60 million tonnes in 1976-77. Thereafter,
this traffic has also been consistently declining
from year to year and in 1979-80 it was no more

than 193.07 million tonnes. The Committee are

2
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unable to appreciate the reasons advance for this
unsatisfactory performance which are by and
large of a general and perennial nature. They
are in particular unhappy at the rather bold
explanation offered by the Chairman Railway
Board for the performance of the Railways in
the matter of lifting Revenue Earning Freight
Traffic when, during evidence before the Com-
mittee, he said; “whatever could be lifted was
lifted“. They regret that the measures reported
to the Committee to have been taken to reverse
the declining trend could not be thought of
earlier.

The dismal performance of the Railways in
moving freight traffic during the period 1974-80
reflects adversely on the functioning of the
planning, monitoring and appraisal wings of the
Railways at the Board as well as zonal levels.
They should be energised and their methods of
work stream-lined where necessary so that their

- -~
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analysis and reports are in real sense an aid to
Management.

The Committee note that the Railways have
been since the last few years publishing in the
Explanatory Memorandum to the Budget a
Traffic Plan showing the targets and achieve-
ments in regard to freight and passenger traffic.
It would be in the fitness of things if a para-
graph is inclided in the Explanatory Memoran-
dum analysing the performance of the Railways
in the matter of moving the freight and passen-
ger traffic with reference to annual targets.

The Committee appreciate that Road Transport
has certain inherent advantages as against Rail
Transport such as the ability to provide door-to-
door service, freedom to pick and choose not
only the commodities for transport but also the
destinations, routes and the customers, the free-
dom to extend on-the-spot reduction in rates etc.
They, however, would like the Railways to make
concerted efforts to win back at least a part of
the high rated revenue earning freight traffic
which might have crossed over to the Road
Transport under compelling circumstances such
as persistant non-availability of wagons in due
time, increased incidence of delay, theft and
damage en route, rampant corrupt practices by
unscripulous elements in the Railway Organisa-
tion as also among the customers and middlemen
in the matter of freight booking, weighment,
delivery etc., by faking such corrective action as
may be necessary.

The Committee feel that the existing system
adopted by the Working Group, the Planning
Commission as also the Ministry of Railways of
assessing the growth of passenger traffic during
the five years time span in terms of a percentage
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over the previous years performance is unsatis-
factory. This is amply borne out by the fact
that whereas the Working Group assessed for
the Fifth Five Year Plan period the growth rate
of five and four per cent in respect of suburban
and non-suburban passenger traffic respectively,
the actual percentage of increase in the number
of suburban and non-suburban passenger traffic
during 1975-76 was as large as 19.37 and 23.67 per
cent respectively over the respective figures for
the year 1974-75. In subsequent years (1976-79)
also the increase in the number of passenger
journeys has been erratic varying between 7 to
10 per cent over the figure for preceding year.
The Committee agree with the Ministry of Rail-
ways that the estimates of the trend of passen-
ger traffic for future years cannot “accurately”
be made, but at the same time the estimates
should not be so far removed from the actuals
as to present a distorted picture. They feel that
a more intelligent estimate of growth of passen-
ger traffic should be possible so as to be of use
for planning resource build-up for carrying the
expected volume of traffic in future years, The
Committee therefore recommend that the Minis-
try of Railways should make efforts to work out
more realistic projections of passeger traffic, if
necessary by taking the help of experts and
specialised institutions. These projects|targets
should be published alongwith their year-wise
build up for general information. Any- reduc-
tion in the targets should be adequately ex-
plained in the Explanatory Memorandum to the
Budget so also any shortfalls in achievements
against the targets.

The Committee observe that in the “Traffic
Plan—Passenger” being published in the Expla-
natory Memorandum to the Budget, Estimates
and Actuals are indicated in respect of “No. of
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Passengers” and “Earnings” only. They would
like the Ministry of Railways to consider the
feasibility of including in this Plan similar infor-
mation in respect of “Passenger Kilometres” also,

The Committee find that during the year 1974-
75, instead of increasing at the projected rate of
five per cent and four per cent respectively, the
suburban and non-suburban passenger traffic
actually declined by 4.5 per cent and 13.22 per
cent, respectively. The reason for this decline
is indicated to be Railwaymen’s strike in May,
1974 and cancellation of some trains due to short-
age of coal. During 1979-80 also, the suburban
traffic declined by 9.93 per cent over the figure
for the preceding year. This is stated to have
been due to a change in the fare structure for
season tickets during that year. Nevertheless,
the Committee feel gratified to observe that the
number of passengers moved by the Railways
increased from 2654 million in 1973-74 to 3505
million in 1979-80. The passsnger kilometres
also increased from 135664 million in 1973-74 to
198642 million in 1979-80. This by itself is no
mean achievement. The Committee hope that
the Railways would not only maintain this pro-
gress but make an attempt to better it in future
years.
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