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GENERAL EDITOR’S INTRODUCTION

In the context of the changing world, the role of the government — be it
-at central, state or local level — is becoming more pervasive in the
modern society. Everyday, it has to encounter new problems and face
new issues which demand quite a new thinking and novel strategies to
overcome them. Thus, the increasing role of the government in every
sphere of people’s life has broadened its functions and responsibilities
tremendously and enlarged its activities to such an extent that the
government machinery of its own can hardly manage its affairs.
Moreover, its functions are becoming more complicated and complex
requiring the assistance of outside specialists, technocrats and
specialized agencies.

In view of this, the modern government has to set-up committees
and commissions and working or study groups on various problems
and issues from time to time. In the light-of the recommendations of
these committees and commissions, the government take decisions on
key issues and problems. Often the government is obliged to seek the
assistance of a committee to evaluate some of its schemes in operation
so that on the basis of the evaluation reports of the committee, it may
either continue, modify or scrap the on-going schemes. In other words,
the committees or commissions, etc., exercise a great deal of pivotal
force in shaping the policies and programmes of the government and
for this purpose submit a large number of reports.

In these volumes of Committees and Commissions in India, now
being published under the Concepts in Communication Informatics and
Librarianship (CICIL) series, an attempt has been made to cover the
period from 1974 onwards. The volumes include the vital data about,
only those reports of the committees and commissions which have
been constituted by the Central Government. We have made every
endeavour to include the digest of all the important reports on various
vital issues of great importance and on major areas of national
development.

We have also an ambitious plan to publish the digests of the
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important reports of the committees and commissions appointed by
different state governments, the semi-government organisations and
the learned bodies as also the reports published during the period of the
British Government.

The publication has been brought out under the guidance of Shri
Virendra Kumar, specialist in his own right with vast experience of
working in Government Documents Section in the Central Secretariat
Library and having the privilege of the blessings of Dr. S.R.
Ranganathan — the father of Indian Library Science. I also put on
record the collaborative help provided by Shri M.W.K. Sherwani.

We are sure that this compilation will prove a very useful reference
tool for researchers, serious. students and scholars of the public
administration and political science, administrators, policy-makers,
educationists and historians.

S.P. AGRAWAL



PREFACE

This volume of Committees and Commissions in India attempts to
understand the activities of the various Committees and Commissions
during the period 1974.

A ‘Commission” is a governmental agency created to perform a
particular function such as special investigations or on governmental
regulations of business. It is appointed mainly when it is thought that a
matter involves some financial questions. There are other reasons for
which a Commission is appointed, e.g., in matters pertaining to welfare
of the State and its citizens and/or improving the efficiency in an
administration. The status of a ‘Committee’ is also the same as that of
a ‘Commission’, but it does not possess as wide powers as are enjoyed
by a Commission and has to limit itself to specific work assigned to it
under its terms of reference. While arriving at decisions in the form of
recommendations, a Commission or Committee ensures that such
decisions are representative of interests of various types of people and
also a safeguard against abuse of power.

A Committee or a Commission comprises a Chairman, the
Members and Member Secretary (sometimes there is also an Assistant
Secretary). In some cases, there are even One-man Commissions and
the enquiry in such Commissions is entrusted to an Officer-on-Special
Duty.

The Chairman of a Commission is a person well-versed mostly in
legal matters and is often a retired judge of a High Court or the
Supreme Court of India. Occasionally, a Member of Parliament is also
appointed as the Chairman of a Commission. On the other hand, the
Chairman of the Committee is mostly a specialist in the subject of the
Committee. He can be a Leader or a Convenor also, if he heads a
Panel, a Study Group or a Delegation, etc.

The Members of a Commission, Committee, Panel, Study Group
etc., are specialists in their respective fields and provide valuable
guidance to the Commission or the Committee in making
recommendations.
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The Member-Secretary or Secretary is generally nominated from
among the experienced officials who have the requisite competent
knowledge of the subject on which the Commission or the Committee
is appointed.

Committees and Commissions in India provides in chronological
order vital information about Committees and Commissions appointed
by the Governiment from time to time. Information for each Committee
or Commission is presented in a compact form in four parts, namely;
Constitution; Appointment; Terms of  Reference  and
Recommendations.






RAILWAY ACCIDENTS ENQUIRY COMMITTEE,
1978 — REPORT!

Chairman Shri M.S. Sikri

Members  Dr. Murli Manohar Joshi; Shri Khurshid Alam Khan;
Shri Bagaram Tulpule; Shri P. Sahai; Shri C.S. Parames-
waran; Shri Arya Bhushan.

Secretary  Shri R.S. Soin (Replaced Shri V K. Thapar).

Appointment

The later part of the second half of 1977 saw two serious railway acci-
dent in quick succession, involving heavy casualties and damage to
railway property. The first was the collision between Howrah-Amritsar
Deluxe Express and a goods train at Naini Station on Mughalsarai-
Allahabad broad gauge section of Northern Railway on October 10,
1977 and the second was the derailment of Ahmedabad-Delhi Mail be-
tween Ajarka and Bawal Stations on Bandikui-Rewari metre gauge
section of the Western Railway on November 11, 1977. These acci-
dents had greatly agitated the public and deep concern was voiced in
the Parliament and the Press. It was against this background that the
Minister of Railways Prof. Madhu Dandavate having regard to the
views expressed by the Members of Parliament and others on the
recent rail accidents while making a statement in the Rajya Sabha on
December 19, 1977 announced the Governments decision to constitute
a Committee to go into the whole question of accidents. So the
Government of India, the Ministry of Railways appointed the Railway
Accidents Enquiry Committee Vide Notification No. ERBI/77/21/86
dated January 3, 1978.

1. Report, New Delhi, Government of India, Ministry of Railways, 1979, 480 p.
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Terms of Reference

1. to review the position of accidents on the Indian Railways
since the appointment of the Railway Accidents Inquiry Committee,
1968 and to review the implementation of their recommendations; and

2.  to examine the adequacy of the existing organisation, equip-
ment and practices for ensuring safe running of trains on the Indian
Railways, and to suggest measures for prevention of accidents.

Contents

Constitution of the Committee and their terms of reference; Methodol-
ogy; Review of accidents on Indian Railways; Review of Implementa-
tion of the Recommendations made by the Wanchoo Committee; As-
sessment of adequacy of the existing organisation, equipment and prac-
tices for ensuring safe running of trains; Brief Statistical Appreciation
of Important Categories of train accidents during the period 1968-69 to
1977-78;. Serious accidents during the year 1968-69 to 1977-78 —
Causes and consequences; Review of the Implementation of Recom-
mendations made by the Wanchoo Committee; Human Elements,
Training of Staff, Other Staff matters, Permanent Way, Level Cross-
ing, Signalling and interlocking, Motive Power, Goods and Coaching
Stock, Miscellaneous matters and Research, Designs and Standards
Organisation; Summary of Findings and Recommendations; An-
nexures from I to LXXII; Appendix; Graphs from 1 to 6.

Recommendations

Brief Statistical Appreciation of Important Categories of Train Acci-
dents During the Period 1968-69 to 1977-78

1. We find that, after a steady fall in the incidence of total acci-
dents to 10.4 per million train kilometres during 1971-72, it sharply
rose to 15.2 in 1972-73 and further to 25.0 in 1974-75. This was fol-
lowed by a decline for two years and then a rise again in 1977-78 when
the incidence of total accidents per million train kilometres was 20.9 as
compared to 18.7 in the previous year. This does not reveal a healthy
trend. (Para 14)

2. There was, by and large, a tali in the incidence of important
accidents per million train kilometres except for the year 1974-75 and
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1975-76 during which there was an increase. After some improvement
in 1976-77, the incidence of important accidents again increased in
1977-78 both on the broad and metre gauges. On the narrow gauge,
after an abrupt fall during 1968-69, the incidence of important acci-
dents for million train kilometres steadily rose to 6.10 during 1973-74.
This was followed by a decline for three years to 4.10 in 1976-77. In
1977-78 there was a significant increase in the incident of important
accidents to 5.84 per million train kilometres. (Paras 17 and 18)

3. On the broad gauge, after a sharp drop in the incidence of
train collisions to 0.12 per million train kilometres in 1968-69 as com-
pared to 0.16 in the previous year, it fluctuated between 0.12 and 0.15
till 1973-74 when there was a sharp increase to 0.19. This was fol-
lowed by a declining trend. On the metre gauge also, there has been a
general declining trend. On the narrow gauge too, the incidence of
train collision has come down in recent years. (Paras 21 and 22)

4.  The incidence of collisions involving passenger trains on the
broad gauge fluctuated considerably during the last decade. The declin-
ing trend from 1968-69 to 1972-73 got reversed during 1973-74 and
1974-75 when the incidence increased to 0.16 per million train
kilometres, thus going back to the level obtaining in 1967-68. It then
declined for two years to 0.09'in 1976-77 but again rose to 0.15 in
1977-78. In the case of goods trains on the broad gauge, after a general
rising trend from 1968-69 to 1973-74, during which period the in-
cidence increased from 0.11 to 0.22 per million train kilometres, there
has been a steady decline in the incidence during the last five years and
was (.08 during 1977-78. (Paras 23 and 24)

5. On the metre gauge, the incidence of collisions involving pas-
senger trains registered a sharp decline during 1968-69, being 0.05 per
million passenger train kilometres as compared to 0.15 in the previous
year. During 1970-71 the incidence rose to 0.07 and has remained al-
most static thereafter. Collisions of goods trains on the metre gauge
have shown on general declining trend except for the two intervening
years 1974-75 and 1975-76 when their incidence rose sharply. (Paras
23 and 24)

6.  On the broad gauge, there was a reduction in the incidence of
derailments in 1968-69 as compared to the previous year, after which it
has remained almost static. Taking passenger and goods trains
separately, we find that while the incidence of derailments of pas-
senger trains has not shown much change, there has been considerable
decline in the incidence of goods train derailments during the 10-year
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period of our study as compared to the position obtaining in the 5-year
period ending 1967-68. (Paras 25 and 26)

7. On the metre gauge, the incidence of derailments of passenger
trains had recorded a general decline in the quinquennium 1968-69 to
1972-73, but during the subsequent 5-year period ending 1977-78 there
was considerable deterioration in the position and the incidence per
million passenger train kilometres has gone back to the level obtaining
prior to 1967-68. In the case of goods trains on the metre gauge, there
was a sharp drop in the incidence of derailments during 1968-69 to
491 as compared to 7.7 in the previous year; it has remained around
that level since then. (Paras 25 and 26)

8. There has been, by and large, a downward trend in the in-
cidence of accidents at both manned and unmanned level crossings
during the 10 year period ending 1977-78. Since level crossing acci-
dents account for 45 per cent of the fatalities in all accidents, the
decline in their number is a_healthy sign. During the S5-year period
covered by the Wanchoo Committee, the average annual number of
persons killed and injured in level crossing accidents was 45 and 169
respectively. As against that, during the 10-year period ending 1977-78
the average annual number of persons killed and injured had gone up to
93 and 229 respectively. This clearly shows that the fall in the in-
cidence of level crossing accidents does not mean a reduction in the
hazard to human life and limb in these accidents. Since just less than
half of the total deaths in railway accidents are accounted for by level
crossing accidents, the gravity of these needs no further emphasis.
(Paras 27 and 28).

9.  There was a sudden drop in the incidence of fires in trains on
both the broad and metre gauges during 1970-71 as compared to the
previous year. This was due to the revision in classification of acci-
dents falling in this category, consequent to implementation of recom-
mendation 324(iit) in Part II of the report of the Wanchoo Committee,
whereby fires in diesel and electric locomotives began to be treated as
‘engine failures’. Thereafter, the incidence of fires in trains on the
broad gauge had increased. However, since 1974-75 there has been a
declining trend. On the metre gauge the incidence of fires increased
during 1975-76 followed by a decline during the next two years. (Paras
29 and 30)

10. Engine failures had recorded a sharp increase in 1972-73 and
the figures had more than doubled by 1975-76. the increase aurning
1972-73 was due to the revised classification of engine failures accord-
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ing to which a diesel or electric locomotive is considered to leave
failed if it causes a delay of 30 minutes or more to the train it is hauling
(as against the earlier figure of 60 minutes or more). After a sharp drop
in engine failures during 1976-77, their number again increased in
1977-78. (Paras 31 and 32)

11. The declining trend in the number of failures of couplings and
draft gear which had set in prior to the appointment of the Wanchoo
Committee, continued till 1973-74 after which there has been an up-
ward trend. In 1976-77, the number of such failures rose sharply to 621
as compared to 382 in the previous year. Though their number dropped
to 526 in 1977-78, it is still quite high as compared to the position
prevailing prior to 1976-77. (Paras 31 and 33)

12. Failures of other rolling stock such as failures of tyres, axles,
wheels, brake apparatus, etc., which had been steadily declining till
1973-74 had doubled during 1974-75. This was followed by a decline
in such failures during 1975-76 and 1976-77. However, during 1977-
78, there was an abnormal increase in their number from 300 (in the
previous year) to 1267. This sudden increase is disquieting and calls
for investigation and action. (Paras 31 and 34)

13. From the break-up of 1267 failures of other rolling stock
during 1977-78, we find that the Central and South Eastern Railways
accounted for 620 and 615 failures respectively, i.e., 97.5 per cent of
the total. While surprisingly no such failure was reported on the North
Eastern, Northeast Frontier and Southern Railways, only 2 such
failures were reported on the Northern, 9 on the Western, 10 on the
Eastern and 11 on the South Central Railways. It appears that the
figures reported by most of the Railways may not be correct and the
reporting of such failures and compilation of statistics in this regard
need to be thoroughly looked into. (Para 34)

14. There was a sharp rise in the number of failures of permanent
way during 1972-73. This was followed by a further jump in 1976-77,
the rise being mainly due to increase in the number of broken rails. The
incidence of broken rails per 100 kilometres of running track increased
from 0.14 during 1968-69 to 1.22 during 1976-77. During 1977-78, the
incidence stood at 0.91. The steep increase in the incidence during the
last decade is a matter of concern and calls for corrective action. (Paras
31, 35 and 36)

15. Failures of overhead wires has sown a general decline since
1973-74. (Paras 31 and 37)

16. Compilation of separate statistics of failure of signalling ap-
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paratus commenced only from 1975-76. No trend is discernible during
this short period except that during 1977-78, there has been an increase
in such failures as compared to the previous two years. (Paras 31 and
3N

17. The declining trend in the incidence of miscellaneous acci-
dents, viz., trains running over obstruction, collisions involving light
engines, trollies, derailment of light engines, fires at stations, etc.,
which had commenced prior to the appointment of the Wanchoo Com-
mittee continued till 1971-72. This was followed by an increase in the
incidence of such accidents during 1972-73 and 1973-74, after which
there has again been a steady decline. (Para 38)

18. There has been a general declining trend in the incidence of
averted collisions, breach of block rules and disregard of signals by
drivers. (Paras 39 and 40)

19. The incidence of passenger. train partings per 100 million
vehicle kilometres has dropped considerably during the last 10 years.
During 1977-78, the incidence was 0.19 as compared to 1.36 during
1968-69. There has been a fall in the incidence of train partings on
goods trains also, though not as marked as in the case of passenger
trains. The incidence of goods train partings per 100 million wagon
kilometres has dropped from 5.45 in' 1968-69 to 3.22 in 1973-74. The
incidence had gone up for 2 years during 1975-76 and 1976-77;
however, during 1977-78 it dropped to 3.88 as compared to 4.62 in the
previous year. (Paras 41 and 42)

20. There has been a general decline in the incidence of important
accidents, miscellaneous accidents and indicative accidents during the
10-year period from 1968-69 to 1977-78 as compared to the position
obtaining in the 5 year period from 1963-64 to 1967-68 which was
reviewed by the Wanchoo Committee. (Para 43)

21. Failures of railway equipment, namely, locomotives, rolling
stock, permanent way, etc., however, increased substantially during the
period 1968-69 to 1977-78. This demands immediate attention and ac-
tion. (Para 43)

22. We find that the years 1974-75 and 1975-76 stand out as two
significantly bad years as far as accidents are concerned. During these
years, the incidence of almost-all categories of accidents increased
sharply. This increase has been attributed by the Railway Board mainly
to the general labour unrest which culminated in the all-India railway
strike in May 1974 and its aftereffects. ‘I'ms clearly brings Out the -
portance of healthy industrial relations on the Railways for safe and ef-
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ficient operation of trains. (Para 43)

Serious Accidents During the Years 1968-69 to 1977-78 — Causes and
Consequences

23. During the 10-year period from 1968-69 to 1977-78, there
were 219 serious accidents on the Indian Railways. Out of these, in
218, statutory enquiries were held by officers of the Commission of
Railway Safety and in one case enquiry was held by a Commission of
Inquiry appointed under the Commissions of Inquiry Act, 1952. (Para
46)

24. While serious accidents constituted only 2.3 per cent of the to-
tal number of ‘important accidents, these accounted for 49.1 per cent of
the total fatalities, 43.7 per cent of the injuries and 20.7 per cent of the
loss due to damage to railway property in all categories of important
accidents. (Paras 47 and 48)

25. During the period from 1973-74 to 1977-78, there were 114
serious accidents as compared to 74, 79 and 85 serious accidents
during the earlier three 5-year periods commencing from 1957-62.
There was, thus, an increase in the number of serious accidents during
the last 5-year period ending 1977-78. During the same period, the in-
cidence of serious accidents per million train kilometres increased to
0.048 from 0.036 in the previous two 5-year periods. (Paras 51 to 52)

26. We find that the incidence of serious accidents which fall in
the categories of important accidents when taken as a proportion of the
total number of important accidents, has been continuously rising even
though the number of important accidents has been falling. This prima
facie, indicates that the consequences of important accidents are be-
coming more serious. (Paras 53 and 54)

27. The number of serious accidents due to failure of drivers
registered an increase of 50 per cent during the periods 1968-69 to
1972-73 and 1973-74 to 1977-78 over those in the earlier two 5-year
periods. (Paras 55 and 56(i))

28. Serious accidents due to failure of station staff, which
decreased considerably during the period 1968-69 to 1972-73, again
went up during the périod 1973-74 to 1977-78 to the level obtaining
prior to 1968-69. (Paras 55 and 56(ii))

29. There was a decrease in the incidence of serious accidents at-
tributable to train wrecking during the perfod 1973-74 10 1977-76 a>
compared to the earlier 5-year period. (Paras 55 and 56(iii))
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30. Accidents at level crossings due to failure of road-users in-
creased sharply during the period 1973-74 to 1977-78 as compared to
the position obtaining in the earlier three 5-year periods of our review.
(Paras 55 and 56(iv))

31. The incidence of serious accidents due to failure of locomo-
tives went up during the period 1973-74 to 1977-78. (Paras 55 and
56(v))

32. The incidence of serious accidents due to failure of rolling
stock has been continuously rising since the period 1963-64 to 1967-
68. This is a disturbing trend and calls for urgent corrective action,
(Paras 55 and 56(vi))

33. The incidence of serious accidents due to failure of track has
also increased in recent years. From 3 serious accidents during the
S5-year period 1963-64 to 1967-68, their number had increased to 5 to 8
during the next two 5-year periods. (Paras 55 and 56(vii))

34. There was a substantial increase in the incidence of serious
accidents due to fires in trains during the last 10 years. From 3 serious
accidents during the period 1963-64 to 1967-68, their number shot up
to 10 during the period 1968-69 to 1972-73 and to 12 during the period
1973-74 to 1977-78. (Paras 55 and 56(viit))

35. Miscellaneous causes, namely, faulty, securing of consign-
ments, failure of catenary, moving train hit by objects on the platform
and other causes accounted for 14 and 12 serious accidents during the
two S-year periods 1968-69 to 1972-73 and 1973-74 to 1977-78
respectively, as compared to 12 during the 5-year period 1963-64 to
1967-68 and 7 during the period 1957 to 1962. (Paras 55 and 56(ix))

36. Failure of railway staff or human element was responsible for
the largest number of serious accidents. The proportion of accidents at-
tributable to human element has remained almost static around 43 per
cent during the last three 5-year periods. Failure of equipment, i.e.,
locomotives, rolling stock and track takes the next place after failure of
railway staff and the proportion of serious accidents due to these
causes has steadily increased from 7.6 to 18.4 per cent during the last
three 5-year periods of our review. (Paras 57 and 58)

Review of the Implementation of Recommendations made by the
Wanchoo Committee

The Human Element

37. Although the recommendations of the Wanchoo Committee
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referred to in Para 63(i) and (ii) of this report were accepted in prin-
ciple, it has not been possible for the Railways to implement them. The
recommendation in Para 63(iii) was not accepted by the Ministry of
Railways. (Paras 63 to 66)

38. While machinery exists on most of the Railways to promptly
redress grievances of staff, the welfare organisation on the South
Central Railway is inadequately staffed.

In a huge organisation like the Railways employing about 15 lakhs
regular employees and 3 lakhs casual labour, grievances are bound to
exist, especially having regard to the complicated rules and procedures.
While the observance of staff welfare weeks/fortnights serves limited
objectives and renders limited help, there is need for gearing up the
machinery to ensure that staff representations are expeditiously at-
tended to at all times. (Paras 67 to 72)

39. We find that some Railways are giving training to welfare in-
spectors while some are not. Personnel management is a specialised
subject and welfare inspectors should be fully equipped for the same.
We recommend that persons who are to work as welfare inspectors
should be given proper training either before or within a specified
period of taking up duties as welfare inspectors so that they have an
idea of the background in which they have to function. (Paras 67 and
73)

40. The time taken by the Railways for finalising of accident
cases exceeded in all cases the target laid down by the Railway Board.
In respect of cases where minor or major penalties were imposed and
also where major penalty chargesheets were issued but minor penalties
were imposed, the average time taken exceeded the target by a very
wide margin. Thus, the recommendation made by the Wanchoo Com-
mittee remains substantially unimplemented. We would urge the Rail-
way Board to take steps to ensure that the causes of delay in finalising
accident cases are identified and remedial measures taken to achieve
the target laid down by themselves. (Paras 75 to 78)

41. In respect of the Wanchoo Committee’s recommendation that
senior supervisors should always be consulted in regard to promotions
and tpansfers of staff in their charge, we find that the Railways have
expressed opinions which are divergent from the views of the Railway
Board. This recommendation of the Wanchoo Committee does not ap-
pear to have been fully implemented. (Paras 79 and 80)

42. In respect of the recommendation in Para 79(ii) of this report,
we consider that it would be difficult to evolve scales of pay which do



22 Committees and Commissions

not overlap at all. In any case, such as position does not ordinarily ob-
tain in any department of the Government or any public sector under-
taking. We, however, note that, to the extent the idea behind this
recommendation could be accepted, action has already been taken
within the framework of the recommendations of the Third Central Pay
Commission. (Paras 79, 81 to 83)

43, Regarding the Wanchoo Committee’s recommendation in
para 79(iii) of this report in respect of upgradation of certain super-
visory posts, we feel that this has been substantially implemented to
the extent it was accepted by the Railway Board. (Paras 79 and 84)

44. As the figures for 1976-77 show, there is no improvement in
the officer-staff ratio and the position in this regard in the major
departments concerned with safety of rail travel, namely, Transporta-
tion, Civil, Mechanical, Electrical and Signal and Telecommunication
Engineering has, in fact, deteriorated as compared to the position ob-
taining in 1962-63. The Wanchoo Committee’s recommendation,
therefore, remains unimplemented. We would urge the Railway Board
to take urgent action to bring about an improvement in the officer-staff
ratio. (Paras 85 to 90)

45. We feel that it is necessary to have a clear definition of the
term ‘supervisor’ before determining the ratio of supervisors to staff.
Having clearly identified supervisory staff; it would be necessary to
take immediate steps to arrive at a rational supervisor-staff ratio and
we recommend accordingly. (Paras 85, 91 t0 93)

46. It has taken almost 8 years for the Railways to finalise the
stages at which ‘in-service’ psycho-technical tests are to be adminis-
tered in the case of some operating categories. No decision appears to
have been taken so far for the application of psycho-technical tests at
the time of conversion training of staff from steam to either diesel or
electric traction. We would urge the Railway Board that the decisions
now taken for ‘in-service’ application of psycho-technical tests to cer-
tain categories of staff should be implemented without further delay. It
is also necessary that the stages for ‘in-service’ psycho-technical test-
Jing in the case of remaining categories of staff, directly connected with
'the safe running of trains are also prescribed at the earliest. (Paras 94
to 100)

47. We find that, even though the Railway Board had agreed in
principle to widen the scope of activities of the Psycho-technical Cell,
not much progress has been made in this direction due to inadequacy of
staff. Thus, the Wanchoo Committee’s recommendation for extending
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the scope of labour science research on the Indian Railways remains
substantially implemented. (Paras 101 to 106)

48. In the light of the views of the Ministry of Home Affairs, the
Railway Board did not consider it advisable to proceed with the
proposed legislation of debarring prosecution of railway staff without
sanction of the competent railway authority. In some States, there are
rules which provide for sanction to be obtained at an appreciably
higher level in the police hierarchy before prosecution is launched.
This was meant to avoid capricious prosecution of staff. Having regard
to the views expressed by the Ministry of Home Affairs and the State
Governments, were feel that there is no necessity to pursue this recom-
mendation further. (Paras 107 to 111)

Training of Staff

49. We find that though the recommendation of the Wanchoo
Committee for setting up centres of training for electrical signal main-
tainers has been substantially implemented, there are deficiencies in
the facilities for training in schools/centres on some Railways, espe-
cially in respect of models of sophisticated signalling equipment. We
would urge the Railway Board to ensure that the Railway Administra-
tions provide these facilities in schools for training of signal main-
tainers as early as possible. (Paras 113 to 116) ‘

50. The Wanchoo Committee’s recommendation referred to in
Para 117 of this report regarding recruitment training and grades of
signalling staff has been substantially, implemented. The Railway
Board should take steps to see that their directive in this regard is
implemented on the North Eastern Railway as well. (Paras 117 to 119)

51. Training facilities for panel operators are still to be developed
training in some of the Railways. This recommendation has, therefore,
been only partially implemented. We would urge the Railway Ad-
ministrations to create the necessary facilities for training of panel
operators without further delay. (Paras 120 to 123)

52. We find that though the planning for setting up a centralised
training school for electric supervisory staff commenced in 1971-72,
not much progress has been made in the construction of the school
building; only part of the hostel accommodation has been completed
and laboratory equipment models, etc., have still to be procured. Thus,
the progress of setting up of this school has been extremely poor. We
feel that proper training of electric supervisory staff cannot be ensured
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in the absence of a centralised training school with necessary
laboratory equipment, models, etc. Thus, imparting of basic training to
electric supervisory staff, envisaged by the Wanchoo Committee,
remains unfulfilled. The matter will not brook any further delay and we
would urge the Railway Board to ensure the provision of a properly
equipped centralised training school with a sense of urgency. (Paras
124 t0 126)

53. The Wanchoo Committee’s recommendation for setting up
schools for training artisan staff employed in the maintenance of
general electric and train lighting services, has been substantially
implemented. Eastern and Southern Railways should take urgent steps
to set up their own training centres for artisan staff for electric traction.
(Paras 124, 127 and 128)

54. We find that there is no uniformity in the minimum educa-
tional qualifications prescribed for selecting staff from the steam side
for conversion training in diesel-and electric traction. The staff who are
being given conversion training range from illiterates to matriculates.
Thus, the recommendation that staff should have adequate education
and technical background remains unimplemented on most Railways.
We agree that the staff utilised for operating diesel and electric
locomotives should possess the necessary still and aptitude and a mini-
mum level of education for acquiring job proficiency of a reasonable
standard. (Paras 129 to 136)

55. Facilities for conversion training of driving staff from steam
side to diesel/electric side have been by and large, developed on all the
Railways. (Paras 129 and 137)

56. The Railway Board had not accepted the recommendation
regarding simulation training of drivers. The Railways have also not
adopted simulation training in its accepted concept, though some form
of rudimentary simulation training is in vogue on some of the Rail-
ways. (Paras 129, 138 to 140).

57. We are constrained to note that no progress has been made in
the setting up of a centralised training centre for training of staff for
mechanised inspection and maintenance of track, even after a lapse of
10 years, and this recommendation of the Wanchoo Commitiee
remains unimplemented. We would urge the Railway Board to take
expeditious steps for the setting up of such a centralised training school
at the earliest. (Paras 141 to 144) _

58. There has been a steady fall in.the percentage of steam engine
failures due to mismanagement by engine crew on the broad and metre
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gauges. From the performance of individual Railways, however, we
find that in the case of broad gauge on the North-east Frontier, South
Eastern and Western Railways and metre gauge on the Central Rail-
way, there was an increase in engine failures due to mismanagement
by engine crew during 1977-78, as compared to the previous year.
These Railway Administrations should take effective steps to reverse
this trend. (Paras 145 to 148)

59. We find that the available training capacity is grossly under-
utilised. This recommendation, therefore, remains unimplemented. We
feel that the factors which militate against full utilisation of the training
capacity have been known for a very long time but remedial action is
still wanting. Viewed against the background of heavy arrears of
refresher training to be overtaken, the present position is totally in-
defensible. The Railway Board should take effective steps in this direc-
tion and ensure full utilisation of the'training capacity. (Paras 149 to
154)

60. The Railways have attributed the backlog in refresher training
to inadequacy of trainee reserve posts, failure to nominate staff for
training, failure to make relief arrangements in time nominated staff
reporting sick, etc. We cannot understand why the Railways are still
feeling the shortage of trainee reserve posts when the Railway Board
have categorically informed us that this need has already been ade-
quately provided for. All these factors are well within the control of the
Railways and should not have been put forward as an alibi. (Paras 155
to 158)

Other Staff Matters

61. We find that no clear definition of who should be treated as
essential staff for the purpose of allotment of houses has so far been
laid down by the Railway Board and uniformity in the criteria for so
classifying the staff is still missing. (Paras 160 to 162)

62. It will be seen that the annual rate of construction of staff
quarters has been falling continuously since 1965-66. As a result of
this, the percentage of staff housed, which had increased to 37.81 in
1968-69 as compared to 34.81 in 1955-56, has marginally declined in
recent years and stood at 37.14 in 1977-78. We feel that Parliament
having approved charging of the cost of construction of staff quarters
to Capital and to dividend being payable only on such Capital if the
Railways have surplus after discharging all other liabilities , there
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should have been an increase in the number of staff quarters con-
structed. We hope that necessary steps in the direction will now be
taken by the Railway Board. (Paras 163 to 168)

63. We find that the Wanchoo Committee’s recommendation
regarding proper job analysis of the work of signal maintainers and
their rostering in 8/12 hour shifts, as may be necessary, has not been
implemented on all the Railways. A permanent solution to the problem
of attending to failures during night has also not been possible on some
Railways. We would urge the Railway Administrations to look into
this for early implementation (Paras 170 to 174)

64. We are happy to note that in the case of hours of running duty
of drivers grade ‘A’ and ‘B’, working mail, express and passenger
trains, there has been a marked improvement and there were only stray
cases of running duty exceeding 10 hours on a few Railways.

The incidence of running duty of more than 10 hours at a stretch in
the case of drivers grade ‘C’ working goods trains is high and ranges
between 14.0 per cent on the Southern Railway to 34.0 per cent on the
North Eastern Railway. In comparison to the position obtaining in
'1967-68, the incidence of trips with running duty exceeding 12 hours at
a stretch has gone up on the Central and North Eastern Railways. The
incidence of trips with more than 14 hours running duty when taken as
a percentage of the total number of trips by goods train drivers were
8.8, 3.1;, 7.8, 1.5, 5.8 and 1.9 on the Central, Eastern, North Eastern,
Southern, South Central and Western Railways respectively. Trips of
more than 20 hours running duty at a stretch accounted for 1.0, 1.1 and
0.9 per cent of the total number of trips on the Central, North Eastern
and South Central Railways. We find that the recommendation made
by the Wanchoo Committee and accepted by the Railway Board still
remains to be implemented in the case of drivers grade ‘C’ working
- goods trains on all the Railways. It is unfortunate that in a matter
which has such a direct bearing on safety the action taken so far has
been tardy. (Paras 175 to 179)

65. We feel constrained to say that much remains to be done in
the matter of upkeep of running rooms. In view of the introduction of
new trains, changes in the pattern of train services and general im-
provement in the standard of living of the people, we feel that the as-
sessment of accommodation, amenities and facilities to be provided in
and maintenance of running rooms has to be a continuing process so
that running staff directly ‘connected with safety of train operation
should have adequate rest in modestly furnished, clean and sanitary



in India 1978 27

rooms. (Paras 180 to 184)

66. Shortages of staff in the categories of station masters, assis-
tant station masters, switchmen and cabinmen had increased on all the
Railways in 1977-78 as compared to the position in 1967-68. In the
case of most other safety categories of staff also, shortages have in-
creased on majority of the Railways. We are unable to accept the claim
made by the Railway Board that the position in respect of shortages of
staff has improved to a great extent. Thus, the recommendation of the
Wanchoo Committee remains unimplemented for most categories of
staff on the Railways. The need to wipe out the shortages cannot be
over-emphasised, and we would urge the Railway Board to take effec-
tive measures in this regard. (Paras 185 to 189)

67. From the information furnished by the Central and Western
Railways, we find that the incidence of overtime working persists to a
significant extent even in the case of safety categories to staff. The
Railway Board should take effective steps. to bring down overtime
working to the minimum in the case of categories of staff connected
with safety of train operations. (Paras 190 to 194)

68. The present level of leave reserves which the Railways have
been permitted to operate in various categories has been found inade-
quate and this recommendation of the Wanchoo Committee remains
unimplemented. (Paras 195 to 199)

69. There has, so far, been no reduction in the time taken for
finalising the recruitment to different categories of staff; on the con-
trary, the time actually taken in some cases has been much in excess of
the target. (Paras 200 to 206)

70. We find that guidelines for the jurisdiction of permanent way
inspectors were issued before the introduction of high-speed trains on
the Indian Railways. The last decade has seen considerable changes in
track structure, methods of track maintenance and inspection. In view
of these developments, it would be necessary to review the jurisdiction
of permanent way inspectors. (Paras 207 to 209)

71. We feel that having laid down a yardstick for determining the
strength of signal and telecommunication inspectors, the Railway
Board must take urgent steps to implement it within the shortest pos-
sible time. (Paras 207 and 210)

72. It is necessary that the guidelines laid down for the strength of
carriage and wagon inspectors are implemented without insisting on
matching surrenders. (Paras 207 and 211)

73. The Railway Board felt that it was not opportune to issue a
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uniform yardstick for determining the strength of loco inspector due to
wide variations from railway to railway. We do not consider this as
sufficient reason for not laying down a yardstick for loco inspectors.
(Paras 207 and 212)

Permanent Way

74. The recommendation of the Wanchoo Committee for provid-
ing 60 kg/m rails on sections were the density of traffic may not have
reached 20 gross million tonnes but may be rapidly increasing, had not
been accepted by the Railway Board. Some of the Railways have in-
formed us that even though minimum track standards for trunk routes
and main lines have been laid down, there are sections carrying a large
number of high-speed trains where the track structure remains below
the stipulated standard. It is necessary that the track structure is
brought up to the stipulated standard at the earliest. (Paras 216 to 220)

75. We are happy to note that considerable progress in the laying
of long/continuous welded rails has been made on the Central and
Northern Railways. On the Southern and South Central Railways, the
progress in this respect has not been commensurate with their track
kilometrage and would need to be accelerated. The South Eastern,
North Eastern and Northeast Frontier Railways have a relatively larger
proportion of fishplated track and we would urge these Railways to
take effective steps for the welding of rails expeditiously. (Paras 221 to
224)

76. Railways’ requirement of wooden sleepers during the 5-year
period ending 1977-78 was met to the extent of only 41 and 50 per cent
on the broad and metre gauges respectively. It is quite clear that the
supply position of wooden sleepers has not at all been satisfactory. The
forecast for their supply in the future also does not appear to be en-
couraging due to dwindling forest resources. Having regard to these
considerations, the Railways will have to rely more and more on other
types of sleepers and alternative means like axle counters for track cir-
cuiting, etc. (Paras 225 to 228)

77. -We are constrained to note that the average annual progress
of laying concrete sleepers during the period 1973—78 had been only
52 kilometres which was 5 per cent of the length of primary sleeper
renewals done on the Railways during the said period. The supply of
concrete sleepers has not built up during the last decade as was en-
visaged by the Wanchoo Committee and their recommendation in this
regard, therefore, remains substantially unimplemented. (Paras 229 to
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232)

78. The Wanchoo Committee had envisaged the use of concrete
sleepers as an alternative to wooden sleepers for track circuiting. There
has, however, been very little progress in the use of concrete sleepers
in track circuiting. We note that due to unsatisfactory electrical resis-
tance of the present designs of concrete sleepers, their use in track cir-
cuiting works has been permitted with reservations. Having regard to
the fact that the Ministry of Railways are committed to the provision of
track circuiting on a programmed basis and noting that not enough
wooden sleepers would be available, we fee! that unless greater efforts
are made in regard to the procurement of concrete sleepers, it is un-
likely that any significant progress can be made in future. For this pur-
pose, it is also necessary to develop concrete sleepers which can be
used for track circuiting without any restrictions or reservations. (Paras
233 and 234)

79. We find that recommendation of the Wanchoo Committee for
providing guard rails and walkways on girder bridges has not been
fully implemented on all the Railways. We hope that the Railway
Board will ensure that all girder bridges, on all the Railways, are
provided with guard rails and walkways, without exception, within a
short period. (Paras 235 to 237)

80. We find that deficiencies still remain in the maintenance and
equipment of level crossings and in the training of gatemen in safety
procedures. In view of the heavy toll of life and limb that accidents at
level crossings take, their proper maintenance and training of gatemen
in the protection of rail and road traffic cannot be over-emphasised. It
is important, therefore, that the Railway Administrations give higher
priority to remedying this situation. (Paras 238 to 241)

81. With reference to Wanchoo Committee’s recommendation
referred to in Para 242 of this report, nothing appears to have been
stipulated regarding the periodicity at which the ballast diagram should
be revised. In effect, this recommendation of the Wanchoo Committee
does not seem to have been accepted by the Railway Board and the
earlier practice on the Railways continues. (Paras 242 and 243)

82. We are in agreement with the Railway Board that no specific
percentage of clean ballast for undertaking complete reballasting need
be laid down. Maintenance recoupment of ballast is a continuing
process for the proper upkeep of track and such recoupment should be
done on the basis of actual requirements. (Paras 244 and 245)

83. During the 5-years period ending 1977-78, the total quantity
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of ballast procured by all Railways averaged 2.68 million cubic metres
per annum. Some portion of the total quantity of ballast so procured
must have been used on works of track renewals and increasing ballast
cushion. Therefore, there is no doubt that the quantity of ballast used
for recoupment has considerably fallen short of the Railway Board’s
own assessment of 2.8 million cubic metres per annum. We find that
some Railways have shortfall while others have none. It is surprising
that the information given by the Railways does not corroborate the
conclusions of the Railway Board that adequate quantity of ballast is
being procured for recoupment. We also do not consider as adequate
the reasons given by some of the Railways for not carrying out an im-
portant work on which depends the effectiveness of track maintenance
and health of the track. This recommendation of the Wanchoo Com-
mittee, therefore, has not been fully implemented. The Railway Board
should take urgent steps to see that the procurement of ballast is in-
creased to meet fully the requirements for normal recoupment. (Paras
246 to 248)

84. The Wanchoo Committee had expressed the hope that the
Railways will step up the pace of track renewals and bring down the
backlog. Not only has this hope been belied, but the position has
deteriorated considerably and its ill-effects are becoming apparent
from the rising incidence of rail breakages and imposition of speed
restrictions on increasing lengths of track. We view this matter with
great concern and would strongly recommend that no efforts should be
spared in solving this problem in all its aspects. It is disconcerting to
note that against Railway Board own estimate of requirements of funds
for track renewals of Rs. 560 crores during the quinquennium
1978-—83, only Rs. 350 crores are stated to have been tentatively ear-
marked for this purpose. We understand that this matter has also been
taken up by Railway Board with the Planning Commission. We do
hope that the Railway’s full requirements of funds for track renewals
in the coming years will be made available so that the arrears are
wiped out at the earliest. (Paras 249 to 257)

85. Two branch lines which are owned by private companies and
are worked by the Northeast Frontier Railways, i.e., Chaparmukh-
Silighat (83.67 kilometres) and Kataghal-Lalaghat (38.10 kilometres)
are being maintained with great difficuity at a restricted speed of 25
kmph and 15 kmph respectively, due to overdue track renewals, as the
concerned company is not willing to share the cost of replacement.
Since this is an important matter concerning the safety of train opera-
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tion, we would like to impress upon the Railway Board the need to
take special steps to complete track renewals on the above-mentioned
lines on an urgent basis. (Para 258)

86. While the Wanchoo Committee had suggested reduction in
the percentage of unserviceable sleepers to the barest minimum, we
find that a significant length of track continues to have more than 20
per cent unserviceable sleepers. This recommendation has, therefore,
not been implemented. (Paras 259 and 260)

87. Against 1247 bridges treated as distressed at the time of the
Wanchoo Committee, the number over a period of 10 years has in-
creased to 3553. The sharp increase in the number of distressed bridges
is disquieting. A special programme designed to complete the
rehabilitation of these bridges within a specified time is, therefore,
called for. (Paras 261 to 264)

88. A uniform concept of what a ‘distressed bridge’ implies is
still lacking. We consider that, for a correct appreciation of the mag-
nitude of the problem of rehabilitation of distressed bridges, a defini-
tion of the term ‘distressed bridge’ is called for. (Para 265)

89. We find that the evolution of a rational formula for determin-
ing the gang strength has been considerably delayed and the Wanchoo
Committee’s recommendation remains unimplemented. The Railway
Board should direct the Gang Strength Committee to submit its recom-
mendations expeditiously and finalise the issue speedily. (Paras 266 to
268)

90. We find that the recommendation of the Wanchoo Committee
for making available one curve corrector on each division is still to be
implemented. The usefulness of the curve corrector having been
proved in field trails, we consider that the Railway Board should take
steps to expedite its development and make them available on each
division of the Railway. (Paras 269 to 272)

91. Though annual testing of track by ultrasonic means has not
been introduced on all tracks as recommended by the Wanchoo Com-
mittee, substantial progress in this direction has been made. Due to the
increasing arrears in track renewals and rise in the incidence of rail
breakages, we consider ultrasonic testing an essential and effective
means of ensuring safety and efficiency of train operation. We hope
that with the receipt of additional rail flaw detectors, not only will the
periodicity of testing be increased, but increasing length of track will
be covered by ultrasonic testing. (Paras 273 to 277)

92. During the S-years period from 1973-74 to 1977-78, the num-
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ber of rail fractures on running lines of Indian Railways had almost
doubled, compared to those during the period 1963-64 to 1967-68. Ex-
cept on the Eastern, North Eastern and Southern Railways, the number
of rail fractures has increased on all the other Railways. The increase
on the Northern, Northeast Frontier, South Central and South Eastern
Railways is disquieting. Each rail fracture in the running lines is a
potential hazard to the safety of trains. We would, therefore, urge the
Railway Board and the Railway Administrations to take effective steps
so that flaws in rails are detected in time and the defective rails are
removed from track before these develop into fractures. (Paras 278 and
279)

93. We find that there is a wide disparity in the number of ‘broken
rails’ as given in the accident statistics published annually by the Rail-
way Board and the number of rail fractures on running lines as advised
to us by the Railways. It would appear as if all fractures occurring on
running lines on the Indian Railways are not being reported as acci-
dents. The Railways Board and the Railway Administrations should
look into this discrepancy in reporting and compilation of accident
statistics and take necessary corrective action. (Para 280)

94. We note that from 18 tie-tamping machines in 1968, their
number increased to 50 in 1978. Mechanised maintenance has been ex-
tended to cover 5000 kilometres of track on trunk routes and main lines
of all except the North Eastern and Northeast Frontier Railways. We
commend the progress so far made in mechanisation of track main-
tenance and hope that the same would be maintained. (Paras 281 to
283)

95. The position' regarding traffic blocks for the mechanised
maintenance of track leaves much to be desired and the Wanchoo
Committee’s recommendation has not been fully implemented. It has
been admitted by the Railway Board as well as the Railway Ad-
ministrations, that for various reasons, it has not been possible to give
adequate traffic blocks required for working of on-track tie-tamping
machines. It is inevitable that, in the circumstances, maintenance will
suffer and the cumulative effects of this over a period of time will have
a vital bearing on safety. The position will get further aggravated with
increased use of concrete sleepers. The need for granting regular traffic
blocks of sufficient duration on day-to-day basis cannot, therefore, be
over-emphasised. Ways and means to arrange this must be found.
(Paras 284 to 288)

96. We are happy to note that between 1970-71 to 1977-78, the
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length of track monitored by track recording cars on the broad gauge
had increased nearly two-fold from 39,577 to 74,748 track kilometres
and on the metre gauge from 2730 to 8000 track kilometres. We hope
that this progress will be maintained and increasing length of track
would be brought within the scope of monitoring by track recording
cars. (Paras 289 to 291)

97. We agree with the views of the RDSO and the Railway Board
that no useful purpose would be served by equipping each division of
the Railways with a Hallade track recorder. (Paras 292 to 295)

98. The stand now taken by the Railway Board that the custody of
stores is an inseparable part of the duties of permanent ways and signal
inspectors and that they cannot be divested of this responsibility is a
reversal of their stand on the recommendations made by the Kunzru
Committee in 1962. In view of the fact that this matter had engaged the
attention of three high-level Railway Accident Enquiry Committees,
i.e., the Shahnawaz Committee — 1954, the Kunzru Committee — 1962,
and the Wanchoo Committee — 1968, we feel that such an important
issue shguld not have been decided only on the basis of the views of
the Pay Commission. Thus, the Wanchoo Committee’s recommenda-
tion remains unimplemented. (Paras 296 to 299)

Level Crossings

99. We find that the recommendations of the Wanchoo Com-
mittee, that some norms should be fixed for deciding whether a par-
ticular unmanned level crossing should be manned and whether a
manned level crossings requires upgrading, has not been implemented.
The need for laying down appropriate norms for manning of unmanned
level crossing and upgrading of manned level crossings cannot be
over-emphasised. Considerable delay in this regard has already taken
place and norms should be laid down as recommended by the
Wanchoo Committee, without.further delay. (Paras 306 to 310)

100. The recommendations of the Wanchoo Committee that in no
case should a gate remain with only one man on duty all the 24 hours
has been substantially implemented. (Paras 311 to 315)

101. The overall utilisation of the 90 per cent and 10 per cent of the
Railway 'Safety Works Fund upto March 1979 had been only 42.6 per
cent and 55.7 per cent respectively. Ninty per cent Railway Safety
Works Fund of the share of West Bengal remains unutilised since
1966. In Uttar Pradesh, Madhya Pradesh and Bihar also, despite a sub-
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stantial netjwork of the railway system, the utilisation of this fund has
been poor. Provision of road over-bridges and under-bridges and man-
ning or upgrading of level crossings will undoubtedly improve the
safety of rail and road traffic at level crossings. Non-utilisation of the
aforesaid fund defeats the very purposes for which this fund has been
set up. In our opinion there appears to be need for more persistent ef-
forts on the part of the State Governments and the Railways to utilise
the 90 per cent Railway Safety Works Fund in the shortest possible
time. Utilisation of the 10 per cent Railway Safety Works Fund
depends primarily on the Railways themselves. The Railway Board
should ensure that each Railway plans for a sufficient number of works
of manning of unmanned level crossings and upgrading of manned
level crossings in their annual Works Programme for full utilisation of
the 10 per cent Railway Safety Works Fund. (Paras 316 to 321)

102. The Wanchoo Committee had recommended provision of
telephone communication at all mid-section manned level crossing.
The Railway Board had issued instructions for provision of telephone
facilities at all Special, ‘A’ and ‘B’ Class level crossings and only such
of the ‘C’ Class manned level crossings on Rajdhani routes as are in
the block section and are normally kept open to road traffic. According
to the information furnished to us by 'the Railway Board, all Special
Class level crossings have been provided with this facility. The infor-
mation from the Railways, however, shows that 24 Special Class level
crossing are yet to be provided with telephone communication, and a
substantial number of ‘A’ and. ‘B’ Class level crossings have not been
provided with this facility so far. Thus, this recommendation still
remains to be fully implemented. The Railway Board should complete
this long outstanding work at all mid-section manned level crossings
on a time-bound programme. (Paras 322 to 326)

103. Implementation- of the Wanchoo Committee’s recommenda-
tions regarding provision of lifting barriers at all important level cross-
ings has necessarily to be phased. We would urge the Railway Ad-
ministrations to take up this vork on a time-bound basis, giving
priority to important level crossings. (Paras 327 to 331)

104. The first trial with automatic half-barriers which was carried
out at Unnao on the Northern Railway in September, 1972, was found
to be satisfactory. No further trials could, however, be carried out due
to considerable difference of opinion and reluctance on the part of the
Railways. The police authorities have also not favoured such trials in
metropolitan areas. (Paras 332 to 337)
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105. Since 1968-69, 637 level crossings have been interlocked with
signals on all the Railways. Implementation of this recommendation
covering increasing number of level crossings, is necessarily a con-
tinuous process. However, we find that some level crossings on the
suburban sections of the Eastern and South Eastern Raiiways still
remain to be interlocked. On the Eastern Railway, 23 ‘B’ Class level
crossings, where the track is on a curve, also remain to be interlocked
with signals. We would urge these Railway Administrations to com-
plete the work of interlocking of gates with signals at the above noted
level crossings on priority. (Paras 342 to 344)

Signalling and Interlocking

106. Good progress in the provision of colour light signalling has
been made and the number of stations provided with colour light sig-
nalling has increased from 331 in 1968-69 to 1007 in 1977-78. The im-
plementation of this recommendation is a continuous process and we
hope that this progress will be maintained and even improved. (Paras
347 to 351)

107. Although the Railway Board had accepted the recommenda-
tion of the Wanchoo Committee regarding electric lighting of
semaphore signals and trials on some Railways had shown satisfactory
results and proven the effectiveness of this measure for improved light-
ing and visibility of signals, the progress made in the last eight years
has been unduly slow. The Railway Board should take steps to com-
plete this work on a time-bound basis. (Paras 352 to 357)

108. Multiple-aspect signalling still remains to be provided at 12.5
per cent of the stations on the broad and metre gauge trunk routes and
65 per cent of the stations on the main lines of both gauges. Although
the implementation of the Wanchoo Committee’s recommendation in
this respect has necessarily to be phased, we would urge the Railway
Board to. take up the provision of multiple-aspect signalling at the
remaining stations on trunk routes and main lines as early as possible.
(Paras 358 to 362)

109. There has been no significant progress in the implementation
of the Wanchoo Committee’s recommendations regarding separation
of warner signals in the rear of outer signals. The separation of the
warner signal from the outer signal has a very important bearing on
safety. The recommendation of the Wanchoo Committee having been
accepted, should be implemented with a greater sense of urgency.
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(Para 363)

110. We understand that there still remain considerable
deficiencies in the visibility distance for the first stop signal provided
in 2-aspect signalling as well as in the inter-signal distances in 2-aspect
and multiple-aspect signalling and these do not conform to the emer-
gency braking distances as determined by trials. (Paras 364 to 369)

111. We find that except for the high-speed routes, the question of
resiting of signals on the basis of the results of braking distance trials
on the remaining sections does not appear to have been taken up so far.
Inter-signal distances have considerable bearing on safe running of
trains and the need to resite signals on the basis of braking distances
cannot be over emphasized. We understand that this matter along with
other inter-related issues is presently under the consideration of the
Railway Board, which should take a very early decision and ensure its
speedy implementation. (Paras 364 to:370)

112. It is a matter of serious concern that the implementation of the
Wanchoo Committee’s recommendations for providing suitable reflec-
tive material, like scotchlite, on sighting boards having a direct bearing
on safety of train operation has been considerably delayed on the
ground of lack of foreign exchange. We feel that there has been a lack
of sense of purpose and urgency when the one alternative which was
being developed indigenously has been found unsatisfactory in perfor-
mance. Considering that the requirement of foreign exchange for im-
port of this material cannot be very large and that scotchlite reflective
material is being used extensively by other Government departments
and public sector undertakings in the country, e.g., roadways, airlines,
etc., as also the relatively easier availability of foreign exchange, there
is no reason why this should not be imported by the Railways also,
even at this stage. (Paras 372 to 374)

113. Compared to the average of 76 stations per year provided with
track circuiting during the 5-year period 1963-64 to 1967-68, 139 sta-
tions per year on an average, were track circuited during the 10-year
period from 1968-69 to 1977-78. During 1977-78 track circuiting was
completed at 162 stations. This progress is commendable. (Paras 375
to 378)

114. Besides 329 broad gauge and 98 metre gauge stations on the
trunk routes and ‘important’ main lines where track circuiting work is
still to be programmed, there remain another 169 broad gauge and 702
metre gauge stations on other main lines where no plans for track cir-
cuiting have been made so far. Thus, even the completion of track cir-
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cuiting of run-through lines on trunk routes and main lines is not yet in
sight. Early action should be taken to get this work done on a time-
bound basis. (Paras 375 to 380)

115. In respect of track circuiting of all passenger lines at wayside
stations, it has not been possible to make much headway due to non-
availability of wooden sleepers nor are axle counters available in ade-
quate numbers instead. There has been very little progress in use of
concrete sleepers in track circuiting works. Due to the unsatisfactory
supply position of wooden sleepers, it is necessary that alternatives like
suitable concrete sleepers and axle counters are made available in the
required numbers for completing the works of track circuiting and
detection facilities at all stations where these are considered necessary.
(Paras 381 to 389)

116. We find that the Railway Board are still going ahead with
track circuiting between fouling marks despite the clear recommenda-
tion of the Wanchoo Committee that this should be done between the
block clearance points. (Para 384 to 388)

117. Very little progress has been made in the provision of
Automatic Warning and Stop System (AWS) even on the restricted
scope accepted by the Railway Board. Out of 2,780 route kilometres
programmed on trunk routes with speeds of 120 kmph and over and
1,128 route kilometres on suburban sections in Calcutta, Bombay and
Madras areas, AWS has been provided only on 248 and 94 kilometres
respectively. The poor progress in the last 15 years has been due to
reluctance to import equipment and to excessive time taken for its in-
digenous development and manufacture of the AWS equipment. We
consider that the Railway Board should take steps to fulfil atleast their
diluted commitment of providing AWS on trunk routes and sub-urban
sections at the earliest. In doing so, it will no doubt take full advantage
of the available sources of supply in the country and undertake imports
if necessary, so as to complete speedily this important safety measure.
It is also necessary that a programme should be drawn up for extending
AWS on all trunk routes with speeds of 100 kmph and above, covering
all passenger and goods trains. (Paras 389 to 392)

118. We note that very little progress have been made in research
and development in the field of cab signalling in the last decade and a
half after the recommendation was first made by the Kunzru Com-
mittee. Technology in this sphere is continuously advancing and
several systems are in use in foreign countries. The Indian Railways
should take advantage of these developments and evolve a suitable sys-
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tem for use under Indian conditions. (Paras 393 to 395)

119. As regards time blocks for maintenance of signalling equip-
ment, the Railway Board did not accept the Wanchoo Committee’s
recommendation for making provision of fixed time blocks in the time
table nor have they offered any solution to this vexing problem which
has serious repercussions on safety. (Paras 396 to 398)

120. The strength of officers and inspectors in the signal and
telecommunication department on most Railways is not commensurate
with the existing workload. It is surprising that even after deficiencies
in this respect had been brought out in the study undertaken by the Ef-
ficiency Bureau and accepted by the Railway Board, the Railways
have been asked to rationalise the workload on the basis of the existing
strength. It is disquieting that for the new equipment also, posts are not
being provided as per the yardstick. Intensification of inspections apart,
it would appear that even the extant schedules of inspection are not
feasible due to inadequate strength of officers and inspectors. This is
serious matter to which we would draw the attention of the Railway
Board and urge that immediate steps should be taken to rectify the
situation and ensure that meaningful inspections by officers and in-
spectors of the signal and telecommunication departments are carried
out. We consider that any economy in this regard would be miscon-
ceived. (Paras 399 to 406)

121. We find that 65 stations on the broad and metre gauges still
remain to be interlocked. We are of the opinion that even in the case of
stations on river ghats or stations on sections worked under ‘one engine
only’ system, the possibility of ‘a derailment at the points is not
precluded it the stations are interlocked. We, therefore, reiterate what
the Kunzru and Wanchoo Committees had suggested, namely that
rudimentary interlocking should be provided at all stations on the broad
and metre gauges. (Paras 407 to 411)

122. During 1976-77 and 1977-78 there had been an increase in the
incidence of failures of signal and interlocking gears related to traffic
density. We would urge the Railway Board to take steps to check the
rising trend and bring down the failure rate. In the case of block instru-
ments, the incidence of failures has shown some improvement. (Paras
412 to 415)

123. The Northern Railway had the highest number of track circuit
failures followed by the Western and Eastern Railways. These Railway
Administrations should analyse the causes of failures and take steps to
bring their down. (Paras 416 to 419)
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124. The shortfall in overhaul of lever frames and block instru-
ments and replacement of lever frames has sharply increased in recent
years as compared to the position obtaining prior to 1970-71. Accord-
ing to the Railways, the main reason for this shortfall is non-
finalisation of the yardsticks for maintenance staff and shortage of
staff. This is a serious matter and if left unremedied, can only lead to
further deterioration and serious repercussions. Special efforts in this
regard are called for on the Eastern, Southern, South Central and South
Eastern Railways where the backlog of overhaul of lever frames has
increased considerably during 1977-78 as compared to the previous
years. Backlog in replacement of lever frames on the Eastern and
Northern Railways had increased substantially during 1977-78 as com-
pared to the previous year and needs to be brought down.

Thus, the Wanchoo Committee’s recommendations for clearing the
backlog of overhauling of lever frames and block instruments and re-
placement of lever frames not only remain unimplemented but there
has been a distinct deterioration in the situation except in the case of
replacement of block instruments. We would urge the Railway Board
and the Railway Administrations to take urgent steps to effect an im-
provement in this respect. (Paras 420 to 425)

125. Regarding the Wanchoo Committee’s recommendations for
laying down yardsticks for determining the strength of block, electric
and mechanical signal maintainers, the Railway Board decided that it
would not be practicable for a big railway system like the Indian Rail-
ways to have a uniform yardstick and the Railways were advised to
evolve local yardsticks. Thus, the Wanchoo Committee’s recommenda-
tion in this respect remains unimplemented. (Paras 420 and 426)

Motive Power

126. Our analysis shows that as far as engine failures are con-
cerned, the position of steam, diesel and electric locomotives has been
unsatisfactory and their performance has fallen much below the target
laid down by the Railway Board. No specific reasons for this deteriora-
tion have been given either by the Railway Board or the zonal Rail-
ways nor has any indication been given of the action contemplated to
improve the position. The matter calls for urgent and concerted efforts .
to reverse this trend, particularly when such expensive assets are in-
volved. (Paras 430 to 437)

127. The recommendations of the Wanchoo Committee regarding
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provision of speedometers/speed-recorders accepted by the Railway
Board, has still not been implemented and the Railway Board’s claim
in this regard is not corroborated by the information supplied by the
Railways. The Railway Board must ensure that speedometers/ speed-
recorders are provide on all locomotives working trains and no
locomotive which is to work a train leaves the shed or yard without a
speedometer/speed-recorder in working order. (Paras 438 to 442)

128. We find that even after 10 years, the Railways still have no
satisfactory design of a speedometer. We cannot help feeling that if a
more determined effort had been made by the Railway Board, a
suitable speedometer could have been developed during this period.
(Paras 443 to 446)

129. While the recommendations of the Wanchoo Committee for
repositioning the speedometer on the control desk of metre gauge
diesel locomotive or alternatively, providing another speedometer so
that the driver can refer to it conveniently, has been implemented on
some Railways, it remains to be fully implemented on the Northern,
Western and Southern Railways in spite of Railway Board’s clear
directive on the subject nine years ago. (Paras 447 to 450)

130. On the question of maintenance of speedometers, our review
has shown that this is a clear case where things have been allowed to
drift and although ten years have elapsed since the recommendation no
appreciable headway has been made either in the manufacture of a
suitable speedometer/speed-recorder or in the proper maintenance of
the instruments which are presently in use. Thus, the recommendations
of the Wanchoo Committee remains unimplemented. We hope that the
Railway Board will now expedite the action proposed by them in this
regard. (Paras 451 to 457)

131. We find that even though the provision of Drivers’ Vigilance
Control Device on diesel and electric locomotives had been accepted
as a policy by the Railway Board, a decade has elapsed and satisfac-
tory design of Vigilance Control Device for electric locomotives,
suitable for Indian conditions, is still to be developed. While some
diesel locomotives have been equipped with this safety device, none of
the electric locomotives has been provided with the same. Even where
this device has been provided on diesel locomotives, in many cases it is
found to be not in working order. Thus, an important safety measure
remains substantially unimplemented. We are concerned that it has
also so far not been possible to get the drivers to accept the utility of
this device, in spite of the fact that the study made by the RDSO had
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shown that its operation did not generate fatigue and exhaustion in
drivers to any significant extent which is likely to impair efficiency.
We would urge the Railway Board to take urgent steps to equip all
diesel and electric locomotives with Drivers’ Vigilance Control Device
at the earliest, if necessary, by resorting to imports till a successful in-
digenous design becomes available. It is also necessary that full
cooperation of the drivers is ensured by better educational propaganda
and more frequent personal contacts. (Paras 458 to 464)

132. There has been a gradual decrease in the holdings of steam
locomotives due to progressive dieselisation and electrification during
the last 15 years. In this background and with the steps taken by the
Railway Board to give special attention to the maintenance of overaged
locomotives, perhaps a reduction in the time interval between two
overhauls may not be necessary. (Paras 465 to 468)

Goods and Coaching Stock

133. The recommendations made by the Kunzru and Wanchoo
Committees for adoption of a uniform basis for fixing the time
schedule for train examination and for determining the strength of ex-
amining gangs remain unimplemented. This is a vital affecting the
safety of train operation and urge the Railway Board to take a decision
expéditiously and implement the recommendations as early as possible.
(Paras 471 to 475)

134. We find that it has not been possible to implement the recom-
mendation of the Wanchoo Committee for adopting the Andal pattern
of train examination due to various difficulties experienced by the
Railways. (Paras 476 to 479)

135. The position of repairs to wagons in traffic yards and on trains
is not entirely satisfactory. It is undesirable that wagons with rejectable
defects should continue to remain in service though not permitted un-
der the Conference Rules, Part III. We would impress upon the Rail-
way Board to take steps and ensure that repairs to wagons on
nominated lines and on trains in traffic yards are carried out satisfac-
torily. (Paras 480 to 485)

136. We find that whereas the Northeast Frontier Railway has indi-
cated that machinery and tools in sicklines are provided on the basis of
the Railway Board’s instructions issued in 1954, all the other Railways
have stated that the sicklines are being equipped as per standards
recommended by the Committee appointed by the Railway Board in
December, 1971. The Railways have also indicated the nonavailability
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of certain types of equipment in the sicklines. We also find that
ultrasonic equipment is not included in the standard lists of equipment
prescribed either in 1954 or in 1971. Thus, the sicklines on the Rail-
ways are still not equipped fully with the requisite type of machinery
and plant. The Railway Board should take urgent steps in this respect.
(Paras 486 to 490)

137. The system of neutral control examination of wagons is in
force at 59 broad gauge and 19 metre gauge sicklines where wagons
are turned out after obtaining neutral control fit certificates.

From the results of checks made by the neutral control staff. We
find that during 1976-77, 5.3 and 8.2 per cent of the wagons on broad
gauge and metre gauge respectively, were found with rejectable
defects at the time of final examination in sicklines. It is disquieting
that even rejectable defects are not being fully attended to in sicklines.

We also find that wagons are being turned out of sicklines without
neutral control fit certificates, thus evading neutral control examination
IRCA reports have been consistently highlighting the particularly poor
performance of sicklines at Rewari, Garhara, Gonda, Lumding,
Katihar, Siliguri, Tinsukia, New Gauhati, Samastipur and Guntakal
where the repair procedures were found generally sub-standard. Thus,
even where the system of neutral control examination of wagons is in
force, a substantial percentage of wagons is turned out without fit cer-
tification by the neutral control staff. This, in our opinion, is a serious
matter which the Railway Board should go into and ensure that no
wagon is turned out without fit certification by neutral control staff in
sicklines, where examination by such staff is in force.

It is clear that the recommendations of the Wanchoo Committee
have not been implemented in any substantial measure. The Railway
Board should take firm steps to see that wagons are turned out after
compietion of all stipulated repairs. (Paras 492 to 498)

138. We are concerned that primary and secondary maintenance of
some passenger carrying rakes is still carried out on lines with high
level platform on one side. We strongly feel that the practice of giving
primary and secondary maintenance to coaching rakes on platform
lines should stop forthwith and adequate facilities should be created at
the stations to undertake the statutory maintenance schedules as
prescribed in the conference Rules Part IV. (Paras 499 to 502)

139. Having accepted the Wanchoo Committee’s recommendations
the Railway Board issued orders in 1969 that the practice of clamping
and securing broken bearing springs on BOX wagons should be dis-
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continued. We find that these orders are not being complied with by
the Railways. (Paras 503 to 505)

140. Large-scale overloading of BOX wagons, up to the extent 8 to
10 tonnes, is a common feature at certain coal loading depots the East-
ern Railway. In some cases it was as high as 18 tonnes. It appears to us
that this cannot happen except with the connivance on the part of some
personnel on the Railways and the loading parties. Thus, the dangerous
practice of overloading of BOX wagons not only continues unabated
but has aggravated in the last decade. (Paras 506 to 510)

141. It is a serious matter that in spite of strong objections by the
RDSO and the Commission of Railway Safety, the practice of over-
loading BOX wagons as a regular measure to the extent of 2 tonnes
over and above the carrying capacity has been allowed to continue.
Further, higher axle loads on BOX wagons are being permitted in con-
travention of the Conference Rules, Part III. We are of the view that
the Railway Board’s directive permitting overloading beyond the car-
rying capacity by 2 tonnes, as a regular measure, would seriously af-
fect safety and feel that this needs to be reviewed urgently at the
highest level, in consultation with the RDSO and the Commission of
Railway Safety. (Paras 511 to 518)

142. In the case of coaching stock on the broad and metre gauges,
after a rise in the incidence of hot boxes during 1974-75 and 1975-76,
there has been a steady fall in the last two years of our survey. Puring
1977-78 the all-Railways average incidence of hot boxes on coaching
stock per 10 million vehicle kilometres was 0.43 broad gauge and 1.94
on metre gauge as against the Railway Board’s target of 1.0 on both
gauges. On the broad gauge of Northern, South Central and South
Eastern Railways there has been an increase in the incidence of hot
boxes on coaching stock during 1977-78 as compared to the previous
year; on the metre gauge, none of the Railways were able to achieve
the target of the Railway Board during 1977-78; on the other hand, the
incidence of hot boxes had gone up on the Southern, South Central and
Western Railways as compared to the position obtaining in the previ-
ous year. We would urge these Railways to take necessary steps so as
to bring down the incidence of hot boxes. (Paras 519 to 522)

143. The overall incidence of hot boxes on goods stock per million
wagon kilometres on the broad gauge has been steadily falling except
during 1977-78 when there was a slight increase on some Railways as
compared to the previous year, though within the target.

On the metre gauge, there has been a decline in the incidence of hot
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boxes on goods stock except for two intervening years 1974-75 and
1975-76 when there was an increase. Except the Southern and South
Central Railways, no other Railway could keep within the target of 0.5
hot boxes per million wagon kilometres stipulated by the Railway
Board. The Northern, North Eastern, Northeast Frontier and Western
Railways should take effective steps to bring down the incidence of hot
boxes on metre gauge goods stock within the target stipulated by the
Railway Board. (Paras. 523 to 525)

144. We find that the principal causes of hot boxes on coaching
and goods stock on both the broad and metre gauges continue to be the
same as found by the Kunzru and Wanchoo Committees, namely dry
packing badly fitted brasses, uneven loading or overloading water or
dirt contaminated packing, badly metalled brass, etc. These areas of
maintenance of rolling stock, therefore, call for greater attention. (Para
526)

145. We may point out that due to-the increasing number of
coaches and wagons fitted with roller bearings which are being put into
service on the Railways, the overall incidence of hot boxes in relation
to vehicle/wagon kilometres is bound to come down. We would, there-
fore, caution the Railways against complacency in this regard and urge
that steps should continue for bringing down further the incidence of
hot boxes on coaching stock and wagons on both broad and metre
gauges. Also the targets may need to be appropriately revised. (Para
527)

146. Wa are sorry to note that though more than a decade has
elapsed, an indigenously developed hot box detector appears nowhere
in sight. With the trend towards long-distance and high-speed trains the
need for detecting hot boxes in time cannot be over-emphasised. (Paras
528 and 529)

147. Checks on effective brake power by neutral control staff had
shown that only 12 per cent of the originating trains and one per cent
of the terminating trains had effective brake power of 85 per cent and
above. We cannot escape the conclusion that most of the trains leave
originating points with effective brake power much less than the
prescribed minimum and position becomes worse on the run. These
results belie the claims made by most of the Zonal Railways that the
prescribed brake power is available on all goods trains. The Railway
Board’s own directive in this regard is, thus, not being followed and
the recommendations of the Wanchoo Committee remains unimple-
mented. The safety of a train is endangered when its brake power is
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poor and it must be ensured that trains leave the originating points with
atleast the minimum stipulated effective brake power. (Paras 530 to
536)

148. In a number of cases the trains were started without recording
on the certificate the vacuum available in the engine or the brake van.
In some cases fictitious readings of vacuum in the brake van were re-
corded. We consider absence of vacuum gauges in the rear brake vans
and incorrect preparation of brake power certificates to be highly dis-
concerting features. We would stress that effective measures should be
taken to ensure that vacuum gauges are invariably fixed in the rear
brake vans and that they are in working order and the brake power cer-
tificates are correctly prepared. (Paras 538 to 540)

149. In respect of the Wanchoo Committee’s recommendations
that a satisfactory solution should be evolved to overcome the dif-
ficulty of stopping diesel-hauled goods trains the Railway Board had
stated that detailed tests have shown that no.modification was required
in the brake circuitry of the diesel locomotives. The Railway Board,
therefore, felt that this recommendation did not call for any further ac-
tion. (Paras 541 to 548)

150. The Wanchoo Committee’s recommendations to give iden-
tifying marks on all anti-telescopic coaches has been fully imple-
mented. In the course of our examination, it has also come out that
even the extant instructions of the Railway Board of marshalling pas-
senger trains are not always followed. The Railway Board should en-
sure that passenger trains are fun with the stipulated marshalling order
of coaches. (Paras 549 to 552)

151. We find that all 4-wheeler brake vans on broad and metre
gauges have not, so far, been equipped with modified spring arrange-
ments although the instructions to do this were issued more than 8
years ago. (Paras 553 and 554)

152. The backlog of POH of coaching vehicles on the broad gauge
was comparatively higher on the Eastern, Northern, Southern, South
Central and South Eastern Railways. On the metre gauge, the backlog
of POH of coaching vehicles on the Northern. Southern and South
Central Railways was considerably higher than the all-Railways
average. (Paras 555 to 559)

153. On the broad gauge, the percentage of wagons overdue POH
on the Central, Northern and Western Railways were higher than the
all-Railways average. On the metre gauge, the percentage of the
wagons overdue POH on the Northern and South Central Railways was
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considerably higher than the all-Railways average. These Railway
Administrations should take steps to bring down the arrears in POH of
wagons. (Paras 560 to 563)

154. In the face of continuing arrears in POH of wagons on almost
all the Railways, the Railway Board have surprisingly issued instruc-
tions to the Railway Administrations to temporarily advance POH of
wagons by six months so as to enable adequate supply of wagons to
workshops for POH to avoid under-utilisation of the available POH
capacity. In our opinion such a step can be justified only after POH ar-
rears have been fully liquidated on all the Railways. If spare POH
capacity is available on some Railways, it should first be utilised for
clearing the arrears on other Railways to the extent possible. (Para 565)

155. We find that during 1977 the rate of failures of spherical roller
bearings on ICF broad and metre gauge coaches increased to 3.25 per
cent and of cylindrical roller bearings on BEML broad gauge coaches
the rate of failures was 0.531 per cent. The incidence of failures of
roller bearings on BOX wagons had also gone up to 0.75 and 1.06 per
cent during 1976 and 1977 respectively as compared to 0.05 per cent
during the period 1966-67 to 1968-69.

We feel that the maintenance of roller bearings has not received the
attention that it deserves thereby resulting in increase in the rate of
failure of roller bearings and deterioration in position since the ap-
pointment of the Wanchoo Committee. The Railway Board should take
effective steps in this matter. (Paras 566 to 576) }

156. Dust-proof rooms for overhauling of roller bearing still
remain to be provided in workshops on some Railways. The Railway
Board should ensure that these facilities are provided without delay.
(Paras 577 and 578)

157. The Railway Board had not accepted the suggestion of the
Wanchoo Committee for adopting a system similar to that on the
Japanese National Railways for attention to roller bearings in
workshop. Considering that there has been an appreciable increase in
the rate of failures of roller bearings on the Indian Railways during the
last decade, an in-depth study of the extant maintenance practices is
called for. (Para 579)

158. We find that hot box detector is still under development. In
the wake of increasing use of roller bearings and the introduction of
more and more fast non-stop trains, it would be desirable to develop a
hot box detector device at the earliest. (Paras 580 to 582)

159. Neutral control examination of coaches after POH in
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workshops is in force only at 17 out of total of 31 workshops where
repairs to coaching stock are undertaken.

The results of checks made by neutral control staff during 1978
show that the percentage of coaches detained due to non-completion of
repairs at the time of outgoing inspection' was still high in the case of
some workshops. As compared to the position in 1978, there has been
some deterioration in the case of certain broad gauge workshops. The
Wanchoo Committee’s recommendations, thus, remain unimple-
mented. The Railways must take effective steps to improve the quality
of workmanship in the workshops and bring down the rejections at the
stage of final examination by neutral control staff. (Paras 583 to 586)

160. The percentage of coaches sent out of workshops without ob-
taining neutral control fit certificates was quite high in some
workshops. It is disquieting that in the case of broad gauge workshops
at Matunga on the Central Railway, Kharagpur on the South Eastern
Railway and metre gauge workshops at Gorakhpur on the North East-
ern Railway, New Bongaigaon on the Northeast Frontier Railway, the
number of coaches passed locally without obtaining neutral control fit
certificates had increased during 1978 as compared to 1970. (Paras 587
.and 588)

161. We also find that in some workshops where the percentage of
coaches detained by neutral control staff due to non-completion of
repairs was high, the percentage of coaches passed without-obtaining
neutral control fit certificates was also high. The workshops - at
Matunga (CR), Alambagh, Lallaguda, Kharagpur on the broad gauge
and Gorakhpur and New Bongaigaon on the metre gauge stand out
glaringly in this respect. The Railway Board should lock into this and
take urgent corrective action. (Para 589)

162. The maintenance of rolling stock has shown signs of
deterioration in recent years. In the interest of safety of train operation,
it 1s necessary that every effort should be made to improve the condi-
tion of rolling stock. Extension of the neutral control examination
would appear to be an effective means to ensure this. The Railway
Board are already seized of this matter and we would stress the need
for an expeditious decision. (Paras 590 to 594)

163. The performance reckoned in terms of the percentage of
wagon units with unattended rejectable defects by which the Railway
Board indicated an improvement in 1967-68, has slipped back to the
level obtaining in 1963-64. It is also clear that the high percentage of
wagons found with rejectable defects has been persisting over these
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years on all the Railways. (Paras 595 to 598)

164. Spot checks conducted by neutral control flying squads during
the period 1974-75 to 1976-77 show that a large number of wagons
with ‘rejectable defects having a direct bearing on safety’, were left
unattended on the broad and metre gauges. It is a matter of concern
that even after the wagons have been attended to by railway staff, a
very high percentage of these remained with such defects. The spot
checks, though limited in nature, show that a large number of wagons
are running with such defects. This reveals a serious state of affairs and
calls for urgent corrective action. (Paras 599 and 600)

165. The figures in respect of overaged coaches and wagons show
that there has been reduction in their number on both the broad and
metre gauges.

From the age-wise information of the overaged coaches furnished
by the Railways, we find that a substantial percentage of the overaged
coache, has exceeded the codal life by -as much as 20 years on the
broad and metre gauges. We hope that priority would be given to
replacing these overaged coaches. (Paras 602 to 606)

Miscellaneous Matters and Research, Designs and Standards
Organisation

166. We find that double ended sidings for stabling of medical
vans have not been provided at 12 stations on the Railways. The ques-
tion of providing such sidings has been with the Railways for more
than 15 years. We find no justification for the failure to implement this
accepted recommendations. (Paras 607 to 610)

167. Narrow gauge lines are still being worked with increasing
preponderance of overaged locomotives and rolling stock; there are
also heavy arrears of track renewals. We consider that to continue to
work them under these conditions is hazardous. They must, therefore,
either be closed down or-fully rehabilitated. The Government should
take an early decision in the matter. (Paras 611 to 615)

168. We note that at present only a skeleton documentation section
is functioning in the RDSO and expansion of the scheme has been
deferred due to financial stringency. Thus, the recommendation of the
Wanchoo Committee remains unimplemented. We feel strongly that
the absence of a well-equipped and modern documentation section is a
severe handicap to any research organisation, more so to the only such
institution in the Railways. Economy in this can only hamper the effec-
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tiveness of the research organisation and hence prove to be self-
defeating. (Paras 616 to 619)

169. Operations research has not, so far, been employed by the
Railways to improve the standard of safety as was envisaged by the
Wanchoo Committee. This recommendation, therefore, remains
unimplemented. We feel that operations research will be a useful tool
to improve the standard of safety in train operation and urge the Rail-
way Board to take effective steps in this direction. The setting up of
Operations Research Cells on the Railways will be a step in the right
direction and should be expedited. (Paras 620 to 626)

170. In our view the setting up of a vehicle dynamics test-rig and
the laying of a test-track are essential to evaluate the performance of
various design concepts to the limits of their operating capabilities un-
der controlled and simulated conditions; We would impress upon the
Railway Board the need to give priority to the setting up of these
facilities at the earliest.
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Appointment

In the Fifth plan, a new approach for the development of tribal areas
and tribal communities was adopted and in the first phase, sub-plans
were prepared for areas of tribal concentration. These sub-plans were
conceived as integrated area development plans with focus on the
development of tribal communities. Projects have been prepared for
each area adopting problem solving, family oriented approach. There
were some inherent limitations arising from deficiency in the forma-
tion base as also from the fact that the new tribal development
programyne was taken up only after the State and Central plans were
practically finalised. Nevertheless, a clearer focus on tribal develop-
ment in the State plans is now emerging. It has also been decided
recently that the Central Ministries will set apart specific outlays for
tribal areas beginning with 1978-79 and prepare suitable supporting
programmes for their speedy development. The various Central
Ministries/Departments and State Governments are also now reviewing
their general programmes and working out the strategy of development
and programmes for the next medium-term plan beginning from 1978-
79. It is, therefore, necessary that the tribal scene is comprehensively
reviewed and it is ensured that the various elements in the Central and
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State Plans, so far as they relate to tribal areas and tribal communities,
are so worked out that they make for a viable and balanced thrust for
their faster development and effective protection. It has, therefore,
decided to constitute a Working Group on Tribal Development during
the next medium-term plan beginning with 1978-79. The Ministry of
Home Affairs, Government of India vide its O.M. No. 17014/1/78-TD
dated February 3, 1978 Constitute the Working Group.

Terms of Reference

(a) To review the measures planned for the protection and elimina-
tion of exploitation of tribals and their implementation by
various States;

(b) To review the programmes for tribal development taken up by
the States and Central Ministries;

(¢) To advise on the approach, strategy and priorities in respect of
protection and development programmes in the next five years;

(d) To formulate concrete proposals and suggest the phasing of
tribal development programmes indicating financial and other
requirements; and

(e) To review the administrative arrangements for implementation
of the programme in the States in the Centre and suggest
measure for improvement.

Contents

Abstract; Introduction; Review of the First Sub-Plan; Implementation,
Planning and Quality of administration; Financial Investment and its
Consolidation; Basicc needs of Tribal Communities; Protective
measures; Agriculture and Allied Sectors; Credit and Marketing; In-
dustries and Allied Sectors; Social Services; Infrastructural Develop-
ment: Primitive Groups; Dispersed Tribals; Appendix I; Annexure I &
1.

Recommendations
Implementation, Planning and Quality of Administration
State Level

There should be a Project Committee at the Project-level comprising
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representatives of the people, local leaders, social scientists and volun-
tary workers. This Committee should be responsible for planning and
review of implementation of developmental programmes in this area.
In particular, it should approve the draft annual plan of the project
before it is submitted to the State Government for being incorporated
in the draft annual sub-plan of the State. This Committee should
review the progress of implementation of programmes regularly. Im-
plementation, however, must be unequivocally the function of the
Project Authority;

The Project Authority should be made resp0n51ble without any fur-
ther delay, for implementation of total development programmes
within its area of jurisdiction;

The State Governments should place the total outlay meant for the
project area at the disposal of the Concerned Project Authority; and

The Project Authorities should be delegated adequate administra-
tive and financial powers for sanction of schemes and their implemen-
tation.

The block administration should have a clear linkage with the ad-
ministration at the project level forming an integral part of the chain of
command between the State and the village;

There should be horizontal integration of administration at the
block level also, as was the case earlier, on the same lines as is now
envisaged at the Project-level;

The block Committees should be responsible for planning and
review of implementation while implementation should be respon-
sibility of the administration under the guidance of the Project
Authority.

The personnel working in the tribal area may be suitably compen-
sated financially according to a graded scale, the quantum depending
on inaccessibility, lack of social services and other factors such as un-
healthiness of place of posting.

Adequate physical facilities should be provided for personnel
working in these areas.

Adequate financial provisions should be made as envisaged in the
First Proviso to Article 275(1) of the Constitution, by the State and the
Central Government jointly for meeting the cost of schemes as above
taking into account the devolution for that purpose, if any, by the
Finance Commission and specific provisions made by the Planning
Commission.

A system should be evolved to ensure longer tenures and greater
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continuity in the higher and middle levels of administration in States
having sizeable tribal areas. Sub-cadres of personnel, with the liability
to serve for a longer tenure in the tribal areas, may be constituted in
important cadres of States having sizeable tribal population.

Preference should- be given to candidates from local areas in
regional and district level cadres. Minimum qualifications may be
reduced for local tribal candidates in those areas where level of educa-
tion is not high. Special measures may be taken to induct local person-
nel in departments like Revenue, Police, Forest and Education. They
may be put through suitable training programmes.

A system of review should be introduced at the project, regional
and State levels so that those unsuitable for working in these areas may
be weeded out.

Placement policies for these areas should ensure that persons of
right quality are posted and knowledge of tribals dialects must be made
essential or desirable in suitable cases.

Implementation of personnel policy in the tribal areas may be spe-
cially reviewed periodically at the State and the national level for
which Standing Committees may be set-up.

Unconventional methods may be adopted for attracting experienced
persons in various fields to work in modest positions in the tribal areas
protecting their emoluments and giving recognition for their work. The
service rules may be suitably changed for this purpose.

The professional institutions may. be directly approached to attract
young graduates for working in the tribal areas.

A qualitative change should be brought about in the administrative
structure at the contact point with the people so that a relationship of
confidence and mutual respect can develop.

The village panchayat or the head man may be formally recognised
as a point of reference for grievances of people in all their dealings
with the administration in this area. The senior officer, while on tour,
should have a dialogue with them and settle outstanding issues on the
spot.

The village panchayats may be given the responsibility for oversee-
ing all developmental activities in the village and implementation of
selected programmes.

A new concept of extension work may be introduced with selection
of one tribal cultivator in each village to be intensively trained with
reference to programmes and problems of the village. The number of
higher technical personnel may be increased and that of lower
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functionaries reduced. The selected cultivators may be paid moderate
allowance for meeting the incidental expenses connected with the new
responsibility. A similar approach may be adopted in other fields of ex-
tension, as well.

There should be greater association and involvement of social
scientists in planning and implementation. Knowledge of local dialects
should be compulsory for all and in suitable cases, an essential condi-
tion for recruitment.

The voluntary organisations and local tribal institutions should be
assigned an important place in the scheme of development of the tribal
areas particularly in relation to creation of new awareness and building
up inner strength in the community. They may be assigned specific
tasks according to local situations.

Central Level

In each Ministry a senior officer may be appointed for exclusively at-
tending to the work relating to tribal areas without any further loss of
time. Whenever necessary, he may be given suitable staff support.

Officers dealing with tribal development work in the Central Min-
istries should have the background of working in tribal areas and they
should visit these areas frequently.

Inter-ministerial teams should have a schedule of visit to the
projects so as to cover each project at least once in a Five Year Plan
Period. :

A panel of representatives of voluntary organisations and those
working in the tribal areas may be prepared in each State. Persons from
these panels may be associated with the visiting teams to the projects.

The departmental procedures and rules may be critically reviewed
and suitably modified in relation to matters concerning tribal areas and
tribal development.

A convention should be developed that matters relating to tribal
development will get top priority. They should be treated as a separate
category and their processing and disposal should be specially
reviewed by the Chief Secretary.

Training

A comprehensive orientation programme may be drawn up-for-(a) per-
sonnel at policy formulation level, (b) executive officers at the project
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and district level, and (c) personnel in the field at grass-root level. The
content, structure and intensity of the programme may be worked out
specifically for each of these groups.

Development of backward classes, including tribal development,
should be a full subject in all entry-training programmes of State,
Central and All India Services. In the case of a Forest Officers and all
services in States having sizeable tribal population, tribal development
should be a full subject covering one or two papers.

The Training Division in the Department of Personnel should have
Tribal Development as a speciality in Development Administration.
The Tribal Research and Training Institute, Madhya Pradesh, may be
developed as a national centre providing leadership and support in
development of curriculum and reading material to other Institutions in
the country.

The training of tribal leaders may be interspersed with the training
of personnel at various levels.

Member-training of Co-operatives may become the starting point
of the movement for creating awareness amongst the people about the
various problems of transition and development. The National Co-
operative Union of India may assume the responsibility for coordinat-
ing and guiding this programme in its wider form.

A special unit may be seated in the N.U.C.I. for this purpose. They
should draw upon the findings of researches being conducted in
various institutions in the country developing training programmes
relevant to the local situation and re-orienting the trainers suitably. The
N.U.C.L. should be make use of all the existing institutions concerned
with extension located in the sub-plan area for imparting this training.

Planning Support and Monitoring

A planning cell may be seated for each group of 5-6 ITDPs for taking
up micro-level project planning on a continuing basis.

At the State level, the Tribal Research Institutes may be
strengthened to build up expertise in planning, rural economics and
statistics.

A monitoring ceil should be established in the various departments
and a strong cell may be created to support the Tribal Commissioner at
the State Level.
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Block Level Planning

With the finalisation of ITDPs planning at the block level may now be
initiated within the overall ITDP frame. A phased programme for
block leve! planning to cover all the blocks in the current plan may be
prepared.

Areas with high proportion of landless tribals and such other
problems may be taken up in the first phase.

Rationalisation of Blocks

The Community Development Blocks included under the sub-plan may
be reorganised into smaller block units adopting norm similar to those
for the T.D. Blocks.

Regional Plans

A long-term perspective for the development of tribal areas keeping in
view their resource potential socio-ecomfomic constraint and compul-
sions of national economy may be urgently prepared with a view to
enable the tribal community becoming a partner in the developmental
process. The medium-term plans should be suitably dovetailed in this
long-term perspective.

Regional plans for three tribal regions in the middle India may be
prepared, which miay, inter alia (a) work out a long-term perspective
for their development, (b) provide a frame for big individual invest-
ments which at present are almost autonomous, {¢) work out an action
programme for next medium-term plan keeping in view the resources
available from the State pians, and (d) suggest methods to supplement
them for implementing a minimum programme. A suitable group may
be set-up for this purpose by the Planning Commission.

Problem of Uneven Growth

The Government of India may examine the problems arising from dif-
ferential rate of development-educational and economic—of different
tribal communities in the country and adopt measures so that the lesser
advanced communities are protected and they can also partake in the
benefits reserved for the tribal communities as a whole. This question
may be remitted to a inter disciplinary group for detailed study.
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Administration of Scheduled Areas

The fifth Schedule Areas should be rationalised in the remaining three
States as early as possible.

The provisions of the Fifth Schedule, as complementary to the
sub-plan mechanism, may be fully utilised for toning up the ad-
ministration of these areas and for effective implementation.

The Union Government should assume a positive role in relation to
the administration of these regions.

A Central legislation may be enacted for providing a broad frame
for good administration of these regions.

A Cabinet sub-committee may be constituted which may oversee
the pace of development of scheduled areas and communities on the
continuing basis.

Governor’s Report and Tribes Advisory Councils

The Governor’s Report to the President regarding administration of the
Scheduled Areas should be coniprehensive and deal specially with the
action taken by the State  Government for the peace and good,
government of the Scheduled Areas as also raising the level of ad-
ministration of these areas during the period covered by the report.

The scope of the Governor’s report may be expanded to cover tribal
development programmes in generat even outside the Scheduled Areas.
Suitable amendments may be made in clause (iii) of the Fifth Schedule
for this purpose the Governor’s:Report thereafter may be obtained
from all States having tribal population.

Tribes Advisory Councils may be set-up in all States having
Scheduled Tribe population for which the President may consider
giving suitable directions under clause (iv) of the Fifth Schedule.

Annual Report by Central Ministries

Each Central Ministry should prepare forth with a position paper on the
tribal areas based on available information in relation to their respec-
tive sectors. An independent chapter in their Annual Reports should,
deal with the efforts made by them for tribal development. The Minis-
try of Home Affairs should provide a comprehensive annual review of
the administration of scheduled areas and tribal development which
may be an independent but companion volume of their annual report.
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Special Regulation

Regulations under the Fifth Schedule, or where necessary a central
law, may be made for providing effective protection to the tribal in all
his new relationships with the modern economy and administration. In
particular (a) matters relating to land, (b) credit and marketing, (c)
employment and working conditions, and (d) conduct of civil servants
should be specially covered. Suitable provision may also be made for
promotion and protection of tribals interests in new economic ac-
tivities.

Administration of Justice

The administration of Justice relating to smaller matters may be
simplified in the tribal areas.

Certain offences like ordinary disputes, petty thefts including cattle
thefts, matrimonial offences, etc., and offences against the local com-
munity like insult of women, may be taken out of the purview of the
ordinary courts.

Special speedy trial courts may be consisting with jury from the lo-
cal community who may sit in notified Central villages. Their proce-
dure should be summary and no pleaders should be allowed.

The fees chargeable by the pleaders in all cases should be regulated
with a penal provision for overcharging.

A Standing Council for Tribals may be appointed in each district
having a sizeable tribal population with: the status of an Additional
Government Pleader.

Review of Laws

The existing Iaws should be reviewed by the concerned State in rela-
tion to their extension, or otherwise, to the scheduled areas as earlier
recommended by the Scheduled Areas and Tribes Commission. This
review may be completed within one year.

Panchayati Raj
The predominantly tribal area in a district, comprising Integrated

Tribal Development Projects, should be treated as a distinct tier in the
Panchayati Raj institutional set-up.
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The project level body should have full powers in relation to the
matters in that area. The district authority may have discretion to refer
back some matters, but the decision of the project level body after
reconsideration should be final.

The representation of the tribals in these bodies should not be less
than their proportion in the population. The positions of chairman and
other important office-bearers should be reserved in their favour.

The implementation should be the undivided responsibility of the
administration. The Project Committees, however, should have full
powers in relation to planning and overseeing of implementation.

The traditional tribal Panchayats at the village level may be recog-
nised as a part of the system. They should have under their jurisdiction
all matters of the village including the new development functions.
They may be allowed to evolve their own methods of working.

In the gram panchayats, covering a group of villages half the mem-
bers may be inducted from traditional village panchayats, the remain-
ing half being elected. The functions of gram panchayats in the tribal
areas may be wider and cover some of the functions of traditional
panchayats as well.

Financial Investment and its Consolidation

The total outlays for tribal sub-plans may be worked out in the first in-
stance keeping in view the area, population and level of their develop-
ment.

Inter-sectoral priorities for tribal sub-plans may be determine with
reference to their specific problems.

Contribution of Central Ministries

Sectoral Working Groups may review broadly the situation in the tribal
areas and identify certain major schemes which would require substan-
tial supplementation by the Central Government.

The Central Ministries may determine the possible supplementation
which could reasonably be expected from their plans for the key
programmes. The Ministry of Home Affairs and Planning Commission
may take a view about further supplementation of concerned sectors
through special Central Assistance.

The Central Ministries.may also identify schemes which may have
to be taken up as Centrally-sponsored or as joint programmes in these
areas.
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In particulars shifting cultivation programme, horticulture, minor
and medium irrigation, soil conservation, pasture and cattle develop-
ment, social forestry, elementary and adult education, improving the
quality of higher education, even geographical distribution of health
services, drinking water rural road and rural electrification. should be
specially considered by the concerned Ministries for special sup-
plementation.

The staff requirements for various schemes supported by the
Central Ministries or State Plans should not be worked out separately.
They should be assessed for the entire programme in an ITDP.
Wherever, necessary the Special Central Assistance may be provided
for meeting the cost of the staff component by the Ministry of Home
Affairs.

A large number of projects should be prepared for tribal areas
which may be economically viable and capable of being supported by
institutional finance.

A suitable scheme may, also be prepared to attract institutional
finance for starting socially ‘useful construction and other building in-
frastructure. ’

Financial Outlay for 1978-83

The minimum investment in the tribal areas during the medium plan
years 1978-83 should be of the order of Rs. 3,000 crores comprising
about Rs. 1,850 crores from State Plans and Rs. 500 crores from
Central Ministries Plans, Rs. 300 crores from the Institutional finance
and Rs. 350 crores special Central Assistance.

The bulk of investment for agriculture and allied sectors
programmes should be provided from the sectoral plan in the State and
the Centre reducing their dependence on special Central Assistance to
the minimum. Education should get the highest priority in resource al-
location out of special Central Assistance.

The classification of sub-plan outlays may be closely reviewed so
as to evolve a uniform practice in all states making the figures of in-
vestment comparable.

Consolidation of Investments
Consolidation of assets and full utilisation of the organisational

capacity already, created in the tribal areas should be the first priority
in any scheme of development in these areas.
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The Government of India, in consultation with the State Govern-
ments, may take up a review of level of administration of the tribal
areas and suitable schemes may be prepared for upgrading it within a
reasonable time frame. This review should be taken up annually and
adequate out lays for items not cover otherwise, under the plan for
devolution by the Finance Commission, should be provided under the
First Proviso to Article 275(1).

A suitable mechanism for ensuring non-divertibility of plan outlays
for tribal areas may be worked out.

The outlays for tribal sub-plans should be Treated as non-lapsable
during a Five Year Plan span. A convention may by accepted to allow
additional budget allocation in the first supplementary of the following
year equivalent to the.shortfall in the previous year. Alternatively, the
practice adopted in Maharashtra of converting the unspent balance into
securities to be utilised in the following years may be adopted.

A practice may be started that all programmes in each project in a
year may be shown at one place in a supplement to the State budget
and, as far as possible, all sub-plan schemes get incorporated in the
State Budget fully scrutinised.

A suitable procedure may be worked out by the Government of In-
dia, for consolidating the total State effort at the project level, both
plan and non-plan, so that investments from all yield sources optimum
results in terms of the basic objectives of our national effort.

Basic Needs of Tribal Communities

In view of the destabilising factors operating in the tribal areas, a con-
cept of basic needs should be accepted for these regions which, besides
existing minimum needs programme, should include food and housing.

The areas with depleted resources and in inadequate food supply
should be identified in which a massive sustained programme should
be taken up which creates tangible assets, augments the local food
supply and generate adequate income to enable the tribal to attain a
reasonable level of consumption.

The requirement of local community including housing material
should be the first consideration in forestry and associated programme.
The working plans, nistar schemes, plantation programmes, social
forestry schemes, etc., should be suitably reviewed so that these needs
become a first charge on them and adequate potential is created for the
sustained supply of necessary materials to satisfy local demand.
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In those areas where natural resources are still plentiful, but new
intrusion has begun, effective protective measures should be taken so
that there is no encroachment on the tribals command over resources.

The general norms for minimum needs programme may be relaxed
for the tribal areas keeping in view the sparseness of population and
difficult terrain. In particular, the following norms may be adopted for
different programmes:

(a) There should be 100 per cent coverage of children in the age
group 6—14. There should be a built-in provisions for higher
non-teacher cost, establishment of Ashram Schools in sparsely
populated areas, provision of hostel, adequate scholarship and
stipend, mid-day meals, etc., in the educational programme to
make the coverage real;

(b) All adults in the age group 15-35 may be covered in the next
10 years. The tribal communities with less than 5 per cent
literacy rate, tribal communities with less than half the general
literacy level of the tribals in the State and those communities
which have shown a decline in literacy rate during 1961-71
may be taken first in that order;

(c) There should be one Primary Health Centre for every 20,000
population with distribution of medical personnel in such a
manner that a qualified doctor is available within a radius of
15 km., one sub-centre for 3000 population and one com-
munity health worker in each village or a group of hamlets
within a radius of 5 km.;

(d) Existing drinking water sources may be improved so as to
make them fit for general use and provision of a drinking
water source within one km. of each hamlet;

(e) Improvement of traditionally used communication network
(bridle path, etc.) with provision of crossings on a priority
basis and linking up of market places should be taken up in
the first phase. All groups of village with population of 1,000
or more may be linked with all weather jeepable roads;

(f) Rural electrification programme should support irrigation
projects, agricultural programmes, household industries and
market centres. The Central Government may give suitable
grants to make these schemes viable;

(g) Housing assistance should include making available local
housing material to the tribals; and
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(h) Mid-day meal should be provided to all the children in the age
groups of 6 to 11 and supplementary feeding programmes for
all under-nourished in the age group 0-6, pregnant women and
nursing mothers.

Protective Measures
Excise Policy

Excise policy for tribal areas as evolved by the Government of India,
should be implemented immediately abolishing vending of liquor in
tribal region within this year.
A strict watch may be kept on those connected with liquor trade in
the recent past so that they may not indulge in illegal activities.
Sustained social work should be undertaken with the help of volun-
tary organisations to wean the tribals away from the habit of drinking.

Land Alienation

The existing laws regulating the transfer of lands belonging to
Scheduled Tribes should be reviewed urgently and all loopholes should
be plugged to make them effective.

The State should become a party in the case of trespass or illegal
alienation of tribal lands and summary procedures should be adopted
for their restoration.

The areas of high incidence of land alienation in each State should
be listed. Identification of alienated land and its restoration in these
high incidence areas should be taken upon a campaign basis to be com-
pleted within a period of six months to a year.

In areas where the task of land restoration in sizeable and cannot be
adequately handled by the normal revenue machinery, special
machinery may be created for a limited period.

The progress of restoration of land should be reviewed regularly at
the state level and also the national level.

The traditional concept of communal ownership with limited in-
dividual rights on land, wherever it is still in practice may be recog-
nised.

A quick survey may be undertaken to ascertain their local practice
in each area, in consultation with representatives of the people.

Suitable regulation may be made in the concerned States recognis-
ing communal ownership in the concerned areas.
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Credit facility should be extended to tribals having rights in land
under communal ownership, or limited ownership rights on land as-
signed to them for specific purpose, on the same terms as to other with
full proprietorship rights. Suitable changes may be made in the existing
instructions on the subject to the co-operatives as also to other financ-
ing institutions.

Credit facilities should be extended to tribals with limited owner-
ship rights on the same term as to others with full proprietorship rights
for which suitable institutional forms may be devised.

Agriculture and Allied Sectors

Special agricultural development programmes should be prepared for
each agro-climatic tribal region under the overall guidance of the Min-
istry of Agriculture keeping in view their resource potential and
present agronomical practices of the tribals.

A few selected items may be taken up in each region for intensive
extension, adaptive research and exgensive field trials in compact areas.

Dry farming practices and development of minor millets and other
special crops of tribal areas should be taken up on a large scale.

Research support in agriculture and agro-forestry should be
provided as a long-term programmes in various tribal regions. The In-
dian Council of Agricultural Research should have a cell -for these
areas which may also help in exchange of experience and dissemina-
tion of information. Similar role may be assumed by the Forest
Researzh Institute, Dehradun, for Agro-forestry Programme.

Shifting Cultivation

A perspective may be prepared for resettlement of shifting cuitivators
in all those states having the problem of shifting cultivation within a
maximum period of ten years.

A comprehensive programme of re-settlement should be prepared
for each specific area for which inter-disciplinary teams may be con-
stituted to work on a continuing basis.

A specific part of the outlay on agriculture and allied sectors should
be set apart for development of shifting cultivators besides which a
nucleus amount, as gap-filler, may also be provided for this purpose.

The outlay may be kept at the disposal of the concerned Integrated
Tribal Development Project Authorities for implementation of ap-
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proved comprehensive development programme.

A high level Expert Committee may be set-up in each of these
States and at the Centre, which may provide technical support as also
constantly review the programmes of shifting cultivation.

Irrigation

A master plan of irrigation development in the tribal areas including
flow irrigation (major, medium and minor) lift irrigation and ground
water development should be prepared within the next one year.

Investigation of all minor irrigation projects and lift irrigation
schemes may be completed within the next year or two in all the
States.

A clear time schedule should be prepared for development of this
potential through execution of various schemes.

All the existing irrigation works should be pur to use by improving
them within the next one year. The renovation of existing ‘tanks should
be given the highest priority in allocation of resources. Their regular
maintenance may be taken up by the Irrigation departments where
other satisfactory arrangement do not exist.

The Department of Irrigation may coordinate and guide the entire
package of irrigation programmes in the tribal areas at the centre.

While preparing master plan for irrigation areas with growing pres-
sure of population and limited agricultural land should be identified for
taking up irrigation on a priority basis.

In each project priority should be fixed, inter se for each type of ir-
rigation projects, flow irrigation getting a higher priority, followed by
lift irrigation on open water sources and groundwater development.

Small irrigation wells should be taken up in a big way where there
is a good chance of having groundwater.

There should be no limit about the size of holding for taking up
small irrigation wells. This facility should be extended to all, who are
willing to construct a well.

The rules and conditions of the co-operatives and other institutions
should be suitably modified.

iThe risk involved in unsuccessful well should be fully covered by
the State.:

The displaced tribals should be rehabilitated not as individuals but
as a community, as far as possible. Advance planning by sensitive of-
ficers specially charged with this task should be done. Additional
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financial, expenditure may also be provided wherever necessary.

The displaced persons should be given alternative land in the com-
mand of irrigation projects by acquiring and redistributing adequate
land from potential beneficieries. Suitable legal measures may be taken
for this purpose.

About 20 per cent of the water in a river basin may be reserved for
minor irrigation and lift irrigation schemes in the upper reaches of the
catchment area to be developed in the due course.

Development of the land and field channels should be a part of ir-
rigation projects.

Water should be provided free for the first 3-years without agree-
ment and the water rates should be gradually increased to reach the
normal level in a period of another three years.

Intensive extension support should be provided for new irrigated
land in the tribal areas.

The irrigation rates in the tribal areas from all sources should not be
more than the normal flow irrigation rates in the State. The structure of
the irrigation rates in the tribal areas may be reviewed urgently and
revised in accordance with this principle.

The repayment liability of the tribal in irrigation schemes should
start only after irrigation begins. The risk liability for any failures
should be borne by the Project Authority or the cooperative for which a
suitable scheme may be prepared.

Areas with good pastures resources,should be identified around
which substantial cattle development and dairy programme should be
developed.

Broad perspective should be prepared for dairy, piggery, poultry,
goatry, pisciculture, keeping in view the local resources potential of
different tribal areas. Selected programmes may be taken up in each
project on a substantial scale.

That in the animal husbandry programme may be specifically
tailored to the landless labourers and marginal farmers who may be
provided land for growing fodder trees as has been done in the scheme
of Bhartiya Agro-Industries Foundation.

The animal husbandry programmes should be so planned that they
are within the management capacity of an average tribal. They should
aim at augmenting the local diet and should be linked to the local nutri-
tional programme so that production marketing circuit is complete
within a village or in a small number of village around.
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Fisheries Development

Fisheries programme should be taken up extensively in the tribal areas
control of formal institutions in the new programme should be con-
fined to bigger water sources only. The Government may help the vil-
lage community, both financially and technically, in improving their
tanks, adopting new pisciculture practices and maintaining the assets
according to their traditional customs with the objective of augmenting
the dietary status of the community.

Forestry

Comprehensive plans may be prepared for all integrated tribal develop-
ment projects with sizeable forest area in which tribal development and
forestry development should be two co-equal goals. In forest-rich
regions, forestry-oriented, tribal development programmes may be
prepared in which agriculture could occupy a secondary position. The
reformulation of developmental and forestry schemes in all ITDPs may
be taken up urgently and completed within the next one year so that the
new policy can be reflected in the medium-term project plans for
1978-83.

The basic needs of the tribal economy should be provided on a
priority basis as part one in all forestry plans whether conventional in-
tensive or commercial. The second part of these plans could be decided
on the basis of other relevant considerations in each case.

The Commercial Forestry Programmes should be taken up only
after fully considering their implications to the local tribal economy.
There may be preparatory stage in all programmes for the more back-
ward areas. The development of the tribals in the zone of influence of
intensive economic programmes should be a part of the project. All ex-
isting forestry projects and special projects should be reviewed within
a year and suitably adopted so that necessary supplemental investments
are provided in the medium plans for 1978-83.

A programme of large scale plantation should be taken up with the
help of tribals giving them right on the trees planted by them in as-
signed areas and their usufruct.

In all future departmental plantation programmes there should be
an adequate mix of fruit trees and others spices useful to the local tribal
economy.

The tribal should have full rights on minor forest produce and
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remunerative prices should be fixed for their collection without charg-
ing any royalty. The purchase of minor forest produce should be or-
ganised through cooperatives eliminating the middle-man within one
year.

All forestry operations should be executed through the co-
operatives of forest labourers which should be encouraged by the forest
department and organised by the Tribal Welfare Department. The
cooperatives should be given a share in the profits accruing to the State
from those operations. A phased programme should be prepared so as
to complete this switchover within two to three years.

Minimum wages should be fixed for all operations undertaken by
the forest department, directly or through the contractors, which should
not be lower than the minimum agricultural wages.

The Tribal living in the forest villages should be given inheritable
but inalienable rights over the land which they cultivate without any
further loss of time in those Staie where this is not already done. All
social #hd economic developmental programme should be extended to
these villages on the some lines as for residents in other villages.

Horticulture

Horticulture should be taken up as a ‘major programme in the tribal
areas.

Food for Work

Selected economic programmes for the weakest sections of the com-
munity, through addressed to the individual, should quality for assis-
tance under the schemes like food for work on the same term as com-
munity schemes.

Consolidational of Institutions

The institutional support for agricultural and allied activities in the
tribal areas should be multi-purpose in character.

The working of existing institutions should be reviewed im-
mediately by Project Committees and they should be put to maximum
use by providing missing inputs and adding supplementary specialisa-
tions, if necessary.

These institutions should also be responsible for extension in sur-
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rounding villages so that there can be useful mutual interaction.

The institutional network in agriculture and allied sectors may be
planned at State level keeping in view the programme profiles for the
next medium-term plan for each areas.

Orientation and Adaptation

A conscious effort may be made to understand the local practices and
functioning of the kinship and community power structure in the tribal
areas and technical personnel should be suitably reoriented.

Only those programmes may be taken up in the tribal areas which
are within the management and risk-taking capacity of tribals. All
programmes should be suitably reformulated.

Training of beneficiaries should be an integral part of every
programme requiring higher skills for maintenance or management.

Women should also be drawn into the training programmes. One
young couple per village may be intensively trained and the entire
sub-plan area should be covered in five years. Suitable institutions for
this purpose may be developed which may grow into referal point for
~ the concerned area in agriculture and allied subjects.

Integration of Programmes at ITDP Level

All special programmes taken up in the sub-plan area should be inter-
woven within the Integrated Tribal Development frame.

Wherever necessary, specific conditions may be prescribed for
utilisation of outlays in keeping with the objective of concerned sec-
toral programme. The sponsoring authority should be satisfied if the
envisaged level of investment-in relevant programmes and/or for
specified target-group is ensured in the concerned ITDP.,

The Project Authorities should have a strong accounting cell, which
may monitor the flow of funds from a variety of sources for different
purposes and advise the Project Authorities on financial matters.

Credit and Marketing

The establishment of largesize multi-purpose societies should be com-

pleted on a high prierity basis where this has not been done so far.
There should be no duplication of structure with the establishment

of the LAMPS. The seevice points already established in the remote
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areas should not be discontinued with the establishment of the LAMPS
and they should be maintained by suitable institutional arrangement
within the new societies.

There should be one credit institution at the secondary level in the
tribal areas catering to short-term, medium-term, long-term, as well as
consumption credit requirements. So long as there are more than one
institution, the large sized multi-purpose societies should at act the lo-
cal branch of all institutions in the transitional period. All large size
multi-purpose societies in an ITDP area should be linked to one financ-
ing institution only.

The large size multi-purpose societies should form a federation like
the Tribal Development Corporation which should gradually provide
full support to these institutions for all their non-credit functions other
State level organisations should operate in the tribal areas through this
federation providing the benefit of their organisational support and ex-
pertise in their respective fields. The Tribal Cooperation Federation
may have a branch at the project or the district level according to the
need of each area so as to cater to the requirements of the federating
units in that region.

The NAFED should provide support to State level tribal coopera-
tive federations in marketing of all agricultural and minor forest
produce. There should be a unit in the NAFED for attending ex-
clusively to the marketing problems of the tribal areas.

The Reserve Bank of India may refinance consumption credit ad-
vances to the tribals by the Central Financing Agencies.

There should be special regulations for weekly markets in the tribal
areas so as to give effective control of the management of these
markets to the community in its catchment.

The weekly markets should not be auctioned and there should be no
levy of any kind, whatsoever, on the tribals bringing small com-
modities for sale. ‘

The trading in the tribal areas, outside the towns, may be subject to
a licence by the competent authority. A regular system of inspection
may be introduced to bring their activities under administrative control.

The tribal cooperative societies may be provided adequate credit
for marketing finance by the Central Co-operative Banks and Reserve
Bank of India at a concessional rate of interest.

All Block headquarters in the tribal areas should be treated as rail
heads.

The transportatfon cost beyond these points may be pooled so that
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uniform prices prevail at all the outlets. This cost could also be suitably
subsidised for more inaccessible regions by the government.

For certain important commodities the purchase and sale prices
should be fixed for a period. Except for wide fluctuations, minor varia-
tion in prices may be absorbed by cooperative structure. The maximum
price of some commodities like salt should be fixed for the entire tribal
area in each State.

There should be no separate co-operative for special purpose like
marketing of a specific commodity or consumer co-operative which
should be covered by the LAMPS. The national scheme for the special
co-operative may be suitably amended in which the LAMPS may be
deemed to perform those functions and may be eligible for assistance
for that sector of their activity under the scheme.

The separate co-operatives may be constituted where the specific
activity is big in size or so specialised that it cannot be handled by the
normal primary co-operative system. The processing cooperatives may
be linked to the primary cooperatives as their ancillary activity so that
the benefit of processing can be passed on to the primary producer.

The National Co-operative Development Cooperation should
provide guidance to the co-operative movement in the tribal areas in all
its aspects. The - National Cooperative Development Cooperation
should become the nodal point at the national level coordinating func-
tions relateable to all other organisations at the nationat level.

Debt Redemption

All individual cases of overdues may be reviewed urgently and credit
channel be opened, in favour of those individuals who claim no
overdues.

Action may be taken to write off the overdues in case their claims
get established.

A committee may be constituted at the project level which should
oversee this review and complete it within a year.

Differential Rate of Interest

The benefit of the differential rate of interest scheme should be ex-
tended to the tribals through the network of reorganised cooperatives.

A certain amount under the DRI scheme may be earmarked for the
tribal areas.
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Certain selected priority production programmes may be eligible
for being funded under differential rate of interest scheme.

The Reserve Bank of India may extend credit to the co-operative
system at a concessional rate of interest of about one to two per cent so
that the entire agricultural credit in the tribal areas can be advanced fo
the tribals at four per cent interest.

Industries and Allied Sectors

The traditional craftsmen and artisans in the tribal areas should be
identified urgently and specific family based programmes should be
prepared for these groups. The programmes should aim at building up
their existing expertise.

There should be a linkage with national and international market
for the tribal products through existing established institutions. ‘

A provision should also be made for earmarking certain percentage
of the total cost of new buildings; etc.; in the tribal areas to be used for
purchase of local arts and crafts.

Those village and household industries programmes, which have
got a good potential in the tribal areas, should be identified. Perspec-
tive should be prepared for each of those programmes. The
programmes should be taken up jointly by the national organisations
and the projects, the former being responsible for overall direction,
technical and marketing support, while the latter should be responsible
for programme competent at the ground level.

Tusser development should be ‘a-major programme in Central In-
dian tribal regions and a long-term perspective for its development
with clear targets for the medium term plan should be prepared ur-
gently under the guidance of the Central Silk Board.

First processing of all minor forest produce should be done within
the tribal areas and, as far as possible, through the co-operatives of
primary producers.

A plan for establishing necessary processing capacity for important
items should be prepared immediately. The programme should be
spread over a period of two to three years for which adequate financial
support should be provided on a priority basis.

Modern Industry

Corhprehensivc planning of zone of influence of industrial and mining
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complexes, both existing and the new ones, should be taken up on a
priority basis immediately.

The Bureau of Public Enterprises may assume the leadership role in
this regard and in the first instance take stock of the existing units, both
in the public and private sectors, in these areas as also the likely new
units to be set up in the next 10-15 years.

The Government of India may take necessary legal power for prior
consultation before a big industry or other intensive economic scheme
is cleared for the tribal areas.

The development of the zones of influence of industrial and mining
complexes should be a joint responsibility of the project and the local
government both of them assuming a positive role in this common en-
deavour. Suitable supplementation may be provided by the Govern-
ment of India. A scheme of financing those programmes may be
decided in each case depending on the local situation.

A Standing Committee may be set-up in the Government of India
comprising the representatives of the Home Ministry, Bureau of Public
Enterprises, Planning Commission, Ministry of Labour and Ministry of
Industrial Development for overseeing the planning of these regions
and guiding their harmonious development. This committee may be
serviced by the Bureau of Public Enterprises.

An aggressive programme for inducting tribals at higher skilled
level should be taken up in areas having industrial enterprises. A
scheme may be prepared in which part of the cost of employment of
tribals at skilled level may be met by the Government.

Industrially Backward Areas

All the scheduled areas, excluding the industrially advanced pockets,
should be declared as industrially backward areas and all concessions
and facilities admissible to industrially backward districts should be
extended to them.

Industrial Training Institute

The Ministry of Labour may review the existing training arrangements
in the ITIs in the tribal areas in association with the Bureau of Public
Enterprises and the concerned State Governments.

Arrangements may be made for active participation of industrial
undertakings in guiding the training in the ITIs functioning in their
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regions.

ITI courses may be suitably adapted to meet the requirements of the
industrial undertakings. They may aiso start special course, wherever
necessary.

Entrepreneurial Training

A big enough programme of entrepreneurial development should be
taken up independently or, as a part of technical training programmes
according to the local conditions.

Scheme should be prepared to help the trainees to establish a small
traders, repair establishment owners and independent artisans for
which financial support, directly or through financial institutions,
marketing link-up both for raw materials and final products, etc.,
should be worked out.

Migrant Labour

Those areas which contribute to a large seasonal migrant labour may
be identified in the States.

A programme of providing a modest advance and guidance during
the period of migration, ensuring a reasonable wage for the work done,
should be taken up for all these groups on a a priority basis under the
Integrated Tribal Development Projects.

Social Services

The welfare needs of the tribal communities, particularly in the area of
influences which are having alienating or disintegrating effect on their
society should be assessed by the States as early as possible. This
aspect should be given special attention in the tribal sub-plans and In-
tegrated Tribal Development Projects, 1978-83.

Education

Education in tribal areas should be given the highest priority.

The entire package of services for education at the elementary level
should be provided as a part of the educational plan.

Certain innovative institutional forms may be adopted in the spemal
areas like sub-schools, pre-primary-cum-primary institutions, elemen-



76 Committees and Commissions

tary school complexes and residential schools in the sparsely populated
areas.

The schools timings, as also vacations, should be fixed in the tribal
areas with reference to the local conditions which may be at variance
with the timings and vacations in the State or in the region.

Non-formal and adult education should be planned as complemen-
tary to formal education. Citizen education should be assigned a spe-
cial place in the educational scheme in the tribal areas.

The structural imbalance at the middle and higher secondary school
levels should be removed expeditiously.

Improving the quality of education should new claim special atten-
tion in the areas where the institational network is well spared.

The administration of education in the tribal areas should be
rationalised and the responsibility should rest with the Education
Department.

Sports should be an important part of educational curriculum in the
tribal areas. Hand picked boys should be groomed for national and in-
ternational events in selected fields:

In the States having substantial tribal population there should be a
separate resource unit for attending to the educational problems of the
tribal areas on a continuing basis: There should be a strong unit in the
NCERT at the Centre for this purpose.

Peace-setting colleges may be set-up in compact tribal regions with
the help of the UGC and collaboration of other universities.

Some girls schools with teachers training wing may be set-up in
selected areas.

Priority should be given to low literacy pockets in establishing new
schools and providing special incentives to children in case there is
constraint of resources.

Special educational plans may be prepared for areas with intensive
economic activity like hinterland of industrial and mining complexes.

Health Services

A strong unit in the AIIMS may be set-up for tackling the problems of
primitive tribal groups in the country. All necessary support should be
provided by them for this essential humane programme.

The identification of special health problem in the tribal areas
should be taken up under the guidance of the Ministry of Health and
completed in one year. Effective programmes for meeting these
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problems should be incorporated in the current plan.

The post of more than one doctor with a PHC should be optimaily
utilised by posting one doctor each at the HQ and selected sub-centres.
The para-medical staff may be re-allocated wherever necessary hous-
ing at the sub-centre should be provided on a priority basis.

Adequate provision should be made for medicines so as to provide
them free to all tribal patients. There should be a visitor’s shed at-
tached to all PHC’s for the relatives of in-door patients.

Family Planning

In the tribal areas family welfare approach should be adopted instead
of family planning approach. The programme for each area should be
specifically worked out keeping in view the demographic structure of
that area. The targets, if any, for the tribal areas should be fixed
separately after taking into account all the relevant factors specifying
the sub-targets for each regions.

Nutrition

A nutritional survey of tribal areas may be taken up urgently to assess
their present nutrition standards and identify the areas of high
deficiency.

The first concern in all the production programmes in the tribal
areas should be to upgrade the nutritional status the individual. The
various production programmes. should suitably be adapted in these
areas.

The high cost of the delivery system of nutritional services should
be reduced by entrusting the implementation of programmes to the lo-
cal community who may be allowed to evolve their own methods of
working.

Important elements of integrated child care service programmes
should be incorporated in the Integrated Tribal Development Projects
so that these can be a quicker and wider coverage of nutritional serv-
ices in the tribal areas.

Social Security

Special aggressive welfare programmes may be taken up around in-
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dustrial and mining complexes and growing urban centres in the tribal
areas.

Drinking Water

The unit of planning for drinking water supply for the tribal areas may
be a hamlet. A source of drinking water should be provided to all ham-
lets in the next five years.

Town Planning

A special programmes may be taken up for planning emerging towns
and growth centres in the tribal areas.

A provision should be made under an appropriate scheme for in-
ducing settlement of tribals from the surrounding areas by providing
some facilities to them in these ceptres.

Infra-structural Development

The basic road network in the tribal areas should be established after
identifying the missing links and crossings which should be taken up
on a high priority basis in the concerned Central or State level
programmes.

All administrative headquarters up to the block level should be con-
nected on a priority basis in the next couple of years.

Crossings of various types on road of different description, from
foot-path and mule-track on the one extreme to district and state roads
on the other, should be given highest priority for improving a acces--
sibility throughout the year in the tribal areas.

All weather road links, with appropriate specifications and phasing,
should be established with headquarters of a large size multi-purpose
societies or weekly markets, so that they become accessible throughout
the year within the next two years at the most.

The above network may be further extended to reach the subhealth
centres making the accessible throughout the year in the course of next
three to four years.

The road plan should fix a time frame for all-weather accessibility
to the administrative headquarters, weekly markets and sub-centres ac-
cording to which construction plan of the roads should be phased out.
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The State Governments may work out the financial outlays neces-
sary for executing the road plan of the tribal areas according to the
stipulated time schedule.

Telecommunication

A separate plan for telecommunication development should be
prepared for the tribal areas.

All administrative centres up to block level and headquarters of
large size multi-purpose societies may be provided telecommunication
links on a priority basis.

Those villages, which are centres of new industrial activity like a
cluster of village industries or which provide a service point for an in-
tensive agricultural development programme may be next in the order
of priority.

The telecommunication network may be so planned that no village
is beyond 10 to 40 kms. from the nearest point depending on the den-
sity of population in that area.

Railways

All the existing railway lines in the tribal areas should be opened to
passenger traffic.

A perspective plan for development of railways in the tribal areas
should be prepared. The financial norms in these cases may be suitably
relaxed, waving the requirements of return on the capital investment on
new lines in these areas.

Rural Electrification

The viability norms of rural electrification schemes in the tribal areas
may be suitably modified. The Government of India may provide a
part of the investment by the Electricity Boards in the more backward
areas as subsidy so that the electrification may reach the far off points
as well.

The schemes of rural electrification involving subsidy by the
Central Government should be cleared on project by project basis en-
suring appropriate linkage between rural electrification and economic
activity.
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All the tribal areas in the country should qualify for special treat-

~ment by the Central Government for extension of rural electrification

irrespective of the level of development of the rural electrification in
the concerned state.

Primitive Groups

High priority should be given to the programme of primitive groups in
the current plan. Voluntary organisations should be associated in an
increasing measure in these programmes.

Adequate flexibility should be built into these programmes by
adopting society models where not already done.

Selected persons, if necessary on negotiated special terms may be
posted for working amongst the primitive tribes. Senior officers willing
to serve in modest positions-amongst these groups may also be allowed
:0 work by giving special terms.

Syecial regulations may be urgently framed for ensuring continued
traditional command on their resources of the primitive tribal com-
munities like Abujmarias, Bondo Parajas, Onges and Jarwas, and for
protecting them from encroachment by the stronger groups.

Dispersed Tribals

The tribal development programmes for dispersed tribals outside the
sub-plan area should be built on the general rural development
programme in the concerned block.

In each block the total investment in favour of tribal communities
should be earmarked on the basis of their proportion in the population
with some weightage.

The tribal development programme may be wider in coverage and
may include education, health, nutrition, etc., as also protective

- measures. The package of economic programmes for the tribals may be
worked out keeping in view their economic base, adapting the general
programmes and preparing special programmes, wherever necessary,
particularly for tribal artisans..

A separate chapter may deal with tribal development in the block-
level integrated rural development project. The Project Officer may be
assisted by a Tribal Development Associate in planning and coordinat-
ing these programmes.
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The supplementation for meeting the additional cost of relaxed
norms and special programmes may be provided out of the provisions
of the welfare of Backward Classes Sector.

‘The total outlays for tribal development under the welfare of Back-
ward Classes sector in the State Plan may be utilised for dispersed
tribals outside the sub-plan. The ongoing tribal development schemes
in the current plan may be taken over by the general sector w.e.f.
1-4-79 after committing the relevant portion to the non-plan side.



COMMITTEE ON CONTROLS AND SUBSIDIES,
1978 — REPORT!
February 15, 1978 — May 14, 1979

Chairman  Shri Vadilal Dagli

Members  Shri Era Sezhiyan; Shri Bagaram Tulpule; Shri L.C.
Jain; Shri Sanjoy Sen;

M. Secy. Dr. A.K. Ghosh

Appointment

The Government have decided to set-up a Committee to evaluate and
review the system of controls ‘on prices, production, distribution,
licences and imports and to examine the manner in which they have
been actually operated and whether or not the objectives sought to be
achieved have actually been achieved. So the Government of India,
Ministry of Finance (Department of Economic Affiars) constituted as
Committee on Control and = Subsidies Vide Resolution No.
F.23011/2/78-Admn. I dated February 15, 1978.

Terms of Reference

(i) Has the system of controls on prices, production, distribution,
licences and imports been an effective instrument for national planning
and guidance of the national economy?

(ii) What has been the experience in the past of the operation and
management of all types of controls and have the pre-determined ob-
jectives actually been realised?

(iii) In which areas of the economy have the controls been suc-
cessful and hence deserve continuance with or without modification?

1. Depaﬁmcnt of Economic Affairs, Ministry of Finance, Government of India, New
Dethi, May, 1979, 2 parts.
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(iv) In which areas have the controls been ineffective or have
since become irrelevant and hence deserve to be removed?

(v) In what manner is the system of controls connected to the sys-
tem of subsidisation in the national economy? Are such subsidies jus-
tifiable and will it be possible to moderate or eliminate the system of
subsidisation by suitable modifications in the system of controls?

Contents

Summary of Findings and Recommendations; Framework of Study;
General Controls and Subsidies; Controls and Subsidies Pertaining to
Specific Commodities/Sectors; General Issues and Alternatives; vol. I
Annexures from 1.1 to 25.3; vol. III Appendices from 1 to 10.

Recommendations
1. History of Controls and Subsidies (Chapter 2)
Findings on Controls

(a) Many war-time controls which were devised to meet an emer-
gency were gradually absorbed into a system devised to meet the
needs of long term planning.

(b) At times the authorities instituting controls did not pay adequate
attention to the machinery for the implementation of controls.

(¢) There has been a multiplicity of controls to meet a multiplicity of
objectives, and there have been instances when one set of controls
has negated another set of controls, both separately conceived to
achieve disparate objectives of policy.

(d) There have been occasions when the authorities imposing a con-
trol have just forgotten all about it, and the control has remained
fong after the need for it had been over.

(e) There has been of late an increase in "administrative” controls in
lieu of clear-cut overt controls.

Findings on Subsidies
(a) Subsidies have grown substantially in magnitude as well as diver-

sity lately.
(b) Nonetheless, many subsidies so designated are not of the nature
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of subsidies at all.

(c) On the other hand, many new types of policy have led to the in-
crease of covert subsidies.

(d) There have been three types of subsidies; direct subsidies given
from the budget; cross subsidies without any budgetary implica-
tion where one set of consumers has subsidised others; and covert
subsidies where the cost of a subsidy has been borne by the
budget but not shown as such.

2. Statutory Sanction (Chapter 3)
Findings

" (a) There is a lot of economic legislation on the statute book which
today is prima facie out of date.

(b) The totality of economic controls in the economy encompasses,
first, controls directly exercised under legislation; secondly,
specific control orders issued thereunder; and finally, control
notification is issued from time to time under enabling control or-
ders or legislation.

(c) Over a period, there has been a plethora of notifications and
amendments thereto, modifying the control system from time to
time, but they have hardly even been consolidated and brought
out in one comprehensive notification or updated control order.

(d) Apart from the legal jargon in which control orders are generally
couched, the absence of any comprehensive updated version of
the control system as it exists gives occasion for harassment and
graft.

(e) The control system today has become so complex that even the
executive authorities responsible for implementing the controls
are unaware at senior levels of the exact control system which
they have to implement.

(f) The Committee has been able to make only a beginning in the
matter of the study of the extant controls in the Indian economy,
as it has been able to example only a sample of the existing con-
trols, and that this study cannot be deemed to be fully comprehen-
sive or complete.

Recommendations

(1) All economic Ministries should examine all extant economic
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legislation, to decide which of them are totally out of date and
redundant and can therefore be removed from the statute books
(Para 3.1.4).

(2) It should be a statutory requirement to update all controls at least
on an annual basis, which could then be placed before Parliament
for information (Para 3.2.7).

(3) In order to simplify the control system, where there is a multi-
plicity of control orders on the same item, unless there are strong
reasons to do the contrary, the control orders should be con-
solidated and brought ou* under one comprehensive control order;
it would, inter alia, remove the internal contradictions which may
exist between divergent orders, and the control law would be
made fully known to the people (Paca 3.3.1).

(4) An attempt should also be made to consolidate and simplify ail
extant control orders (Para 3.2.2).

(5) Purely as a matter of convenience, all control notifications should
be presented in a designated part of the Government Gazette, so
that those who are concerned can easily study this document and
get to know the control system as it exists (Para 3.2.1).

3. Approach of the Committee (Chapter 4)
Findings

(a) Over the years there have emerged two types of controls —
promotional and corrective — to subserve long-term objectives
and short-term exigencies respectively; and that controls initially
imposed to meet short-term exigencies of the War have been con-
tinued therearter in order to subserve the objectives of planning.

(b) There has also emerged a multiplicity of controls and control or-
ganisations to meet multiple objectives of policy, some controls
tending to neutralise each other.

(c) As a result there has emerged a highly complex system of con-
trols such that even the executive authorities are not always
familiar with all the control orders and notifications, some of
which have not been updated or brought together even for the last
30 years. :

(d) In many areas, administrative controls as also informal controls
have taken the place of formal or statutory controls.

(e) There has been an in-built tendencv for the nernetuatian of hnth
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controls and subsidies and to the proliferation of controls.

{1) Most of these controls have vested considerable discretionary
powers on the control authorities.

(g) The system has as a result given scope for corruption in the ad-
ministration of controls, the policy objectives being defeated
owing to defective implementation.

(h) Controls have also led to considerable delays.

(i) Nonetheless both controls and subsidies have helped to promote a
number of policy objectives.

(j) That in the context of the present inequal distribution of income
and. wealth and the imperfections of the market system in India,
controls and subsidies are necessary in order to encourage or dis-
courage certain types and forms of productien and to provide sup-
port to certain categories of producers, and the consumption of
certain sections of the population.

Recommendations

(1) ANl controls should be directed to meet the following objectives

of policy:

(a) That scarce national resources get directed to priority sec-
tors as per national Plans and public policy;

(b) that the basic consumption needs of the people are met, and
in particular, the needs of the weaker sections of the society
are provided at prices within their reach;

(c) that disparities in income and wealth are reduced and un-
desirable concentration of power prevented;

(d) that employment and income for large masses of people are
protected by promoting the growth of the decentralised sec-
tor; and

(e) that self-reliance is pursued by promoting technological

capability, import substitution and exports in tune with the
resource endowment of the country (Para 4.2.1).

(2) All controls and regulations should have a limited period of
validity. Certain economic laws, even where these are enacted to
direct the development of the economy in accord with the spirit of
the Directive Principles of State Policy, need to be evaluated peri-
odically, say, once every 5 years, and amended if necessary
(Para 4.2.8).
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(3) The second category of controls designed to meet temporary im-
balances of one kind or the other should have a validity period of
only 3 years at the most, at the end of which they should
automatically lapse unless specifically extended (Para 4.2.9).

(4) All subsidies should similarly have a validity of no more than 3
years, and before any subsidy is extended beyond its stipulated
life, a review of the cost and benefits of the subsidy should be
placed before Parliament by the concerned Department adminis-
tering the subsidy (Para 4.5.3).

(5) The target groups likely to benefit from any subsidy should be
clearly identified, and the fact should be adequately publicised to
ensure that the subsidies do reach the target group (Para 4.5.2).

(6) The subsidies should be overt, so that the costs and benefits
thereof can be identified (Para 4.5.8).

(7) There should be a monitoring and reviewing system as part of any
control mechanism (Para 4.2.10).

(8) Each control should be designed to assist or to protect, or to
restrain or to discourage clearly defined target groups or specified
areas of activity (Para 4.3.1).

(9) The control system should be simple and the points of control as
few as possible (Para 4.3..2).

(10) Even where control is necessary as for instance for setting up in-
dustrial capacity, the final powers of approval should be vested
with one authority so that different authorities do not have veto
powers in regard to any proposal (Para 4.3.3).

~ (11) Controls should be as non-discretionary as possible and should
leave the minimum of discretion to the authorities administering
them (Para 4.3.5).

(12) This involves consideration of an appropriate policy-mix calcu-
lated to increase availability, like steps taken to increase output,
to increase supply through imports, to regulate supplies through
buffer stock operations, and to regulate demand through fiscal
policy adjustments (Para 4.3.6).

{13) Price controls by themselves are of no value unless accompanied
by an effective distribution system, and control of Government
over an adequate share of the supply of the controlled item for
public distribution (Para 4.3.9).

(14) In fixing control over prices over distribution, prior consideration
should be given to the implementability of the control and the ef-
fectiveness of the control machinery (Para 4.3.9).
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(15) The controlled price should not be such as to discourage the
production of the controlied item (Para 4.3.9).

(16) In any case, control over prices should be limited to articles
which go into the consumption basket of the common man, or to
intermediate goods which are either basic or are necessary for the
manufacture of consumption goods required by the common man,
or are essential inputs for the decentralised sector affecting large
employment (Para 4.3.10).

(17) In the matter of agricultural prices, the focus of attention should
be on relative prices of competing crops so that the optimum use
of land may result from the announcement of support prices (Para
4.4.2).

(18) An adequate buffer stock should be build up, to help in the
management of supply of all items the output or supply of which
is subject to large fluctuations (Para 4.4.2).

(19) There should be no informal or administrative controls in lieu of
formal and statutory controls (Para 4.3.12).

(20) By the same token, administrative control over public sector un-
dertakings should relate to overall performance and not in terms
of day-to-day management, both in regard to pricing policy and to
operational matters (Para 4.3.13).

(21) Export controls have to be devised so as to ensure adequate
availability for domestic use of mass consumption goods or raw
materials in short supply, but that a long-term export strategy
should also be evolved. to iincrease the output of exportable
products so that a stable export market can be built up (Para
4.3.14).

(22) The consumer movement should be purposefully developed with
Government aid and the actions and decisions of the authorities
should be known widely and made accessible to citizens at large
(Para 4.3.15).

(23) A beginning should be made by legislation calculated to make the
chambers of trade, commerce and industry responsible for volun-
tary regulation of their members’ activities and to enforce a mini-
mum code of business conduct (Para 4.3.17).

4. Industrial Approvais (Chapter 5)
Findings

(a) The simplification of procedures instituted in regard to industrial
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licensing through the institution of the Secretariat for Industrial
Approvals (SIA) has doubtless resulted in a reduction of pen-
dencies and in delays, but that this has been achieved essentially
with the administrative expediency of delicensing of all invest-
ments upto Rs. 3 crores.

(b) This permits all manner of non-priority industries to be set-up,
making for a draft on scarce resources.

(c) Though there is a substantial number of industries and products
reserved for future development by small scale industries, the
same emphasis has not so far been given in regard to spelling out
areas of production to be reserved for cottage and village in-
dustries.

(d) The type of integration between industrial licensing and overail
planning which had been achieved during the Third Plan with the
issue of "Programmes of Industrial Development” by the Plan-
ning Commission has not been followed lately, and that the
"Guidelines for Industries” issued by the Ministry of Industry do
not have the same organic link between the Plan and licensing
policy.

(e) The industrial licensing system has not in consequence ensured
the development of industries according to Plan priorities; has
failed to prevent the growth of capacity in non-essential in-
dustries; has not also been effective in securing proper regional
dispersal of industries; and has not succeed in containing monop-
olies and the concentration of economic power.

(f) The liberalisation of import licensing of capital goods in 1978-79
has reportedly affected some indigenous capital goods industries
adversely.

(2) The new procedure evolved for licensing of capital goods import
for 14 important industries is unnecessarily cumbersome and
vests large discretionary powers to the administrative authorities.

(h) Import of technology has not followed any definite plan, no sys-
tematic effort being made to import technology which is vital for
the pursuit of accepted policy objectives and growth strategy.

(1) There has been significant simplification and liberalisation of
procedures in regard to capital issues control.

(3) As of today, notwithstanding the institution of the SIA, there is a
multiplicity of authorities each of whom can successfully block
applications for the creation of industrial capacity, each applying
its own separate point of view or criteria, leading ‘to delays and
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giving scope for lobbying.
Recommendations

(1) In regard to industrial licensing, the following approach should be
adopted:

(a) a list of totally banned industries should be announced from
time to time, such industries being denied all facilities in-
cluding provision of land, water, power, etc.;

{b) among other industries, some should be reserved only for
village and cottage industries in the interest of employment;

(c) some others should be open only to small scale industries
with an investment limit on plant and equipment of Rs. 10
lakhs;

(d) the list of industries reserved for public sector should con-
tinue;

(e) there should be an "open" list in which no industrial licence
would be required, creation of capacity being freely per-
mitted subject to clearance under the MRTP Act and FERA
where relevant; and

(f) residual industries should be subject to licensing, for all
medium and large scale industries. The present exernption
of Rs. 3 crores would continue for this category except for
MRTP and FERA companies (Para 5.2.14).

(2) In order to minimise the discretionary element in approval of the
last category of applications, wide publicity should be given in
regard to applications accepted or rejected by the Licensing Com-
mittee, with dates of application of each (Para 5.2.15).

(3) Where there are exemptions from licensing, registration of new
capacity should be made a truly statistical matter, the registration
being the responsibility of the District Industries Centres, a copy
of the information being merely endorsed to the DGTD for statis-
tical purposes (Para 5.2.18).

(4) The final power to approve or veto any proposal for industrial ap-
proval should vest with one single authority (Para 5.2.17).

(5) Penalties should be considered for both under-utilisation of
capacity as well as pre-emption of capacity without implementa-
tion of the capacity licensed (Para 5.2.19).



in India 1978 91

(6) Reliance in regard to capital goods imports should be placed on
the tariff mechanism rather than detailed scrutiny of the type now
envisaged for 14 key industries (Para 5.3.6).

(7)_Scrutiny by the DGTD should be limited to the "indigenous
availability" angle and not to the "essentiality” angle which is no
longer relevant (Para 5.3.4).

(8) Ini the import of technology to be permitted, care should be taken
to avoid capital intensive technology which may reduce employ-
ment, or technology in regard to products which may not be
relevant from the point of view of planning goals (Para 5.4.7).

(9) With the selectivity of the type indicated earlier, updating of tech-
nology and its adaptation to Indian conditions should be en-
couraged (Para 5.4.7).

(10) Insofar as capital issues control is concerned, there should be fur-
ther simplification of this system by the issue of guidelines in
respect of bonus issues. Having done that, the Office of the Con-
troller of Capital Issues should be abolished as capital issues con-
trol has outlived its utility. Control in regard to capital issues, in-
sofar as FERA companies are concerned, should be exercised by
the Department of Economic Affairs and in regard to the residual
matters by the Department of Company Affairs (Para 5.5.7).

5. Mining Activity (Chapter 6)
Findings

(a) There is a lot of delay in the grant of mining leases particularly
where consultation between the Centre and the State concerned
involves a lot of correspondence.

(b) There is confusion and delay in regard to deemed rejection cases.

(c) Powers regarding termination of leases are somewhat wide and
not clearly defined.

(d) The list of minerals in First Schedule where the State Govern-
ments need to consult the Centre, is out of date.

(e) There is no uniformity of definition in respect of "foreigners"" for
mining lease purposes and for purposes of industrial licensing as
per FERA.

(f) The Act requires production of an income tax clearance certifi-
cate before a prospecting licence or mining lease is granted, a re-
quirement insisted upon earlier in respect of import licences also

L1l
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which has since been dispensed with in respect of the latter.

(g) There is no minimum period indicated in MMRD Act for the
grant of mining leases.

(h) The State Governments have powers to reserve areas for exploita-
tion by the Government which leads to large tracts of land un-
explored and unexploited.

(i) There is a tendency on the part of State Governments to stipulate
several extraneous conditions in prospecting/mining leases.

(j) There is lack of coordinated action in the grant of mining leases
and industrial licences based on the use of minerals.

(k) There arise problems in regard to surface rights and mining rights
particularly where surface mining is concerned.

(1) There is today no check in regard to the ravaging of the environ-
ment.

Recommendations

(1) The list of minerals in First Schedule should be updated once
very five years; in this connection, the Committee has, in the
body of the report, made certain suggestions in regard to the im-
mediate possibility of certain adjustments as of now (Para 6.5.3).

(2) There should be no need for taking out ‘certificates of approval’
before a party can apply for a prospecting or a mining lease and
this requirement should be done away with (Para 6.3.1).

(3) Some minor definitional changes are called for in the MMRD Act
as for instance the definition of "foreigners” which should be
made consistent with FERA, and the extension of the coverage of
the MMRD Act to minerals in the ocean-bed of the continentlal
shelf around India (Para 6.3.1).

{(4) The time permitted today for taking a decision on lease applica-
tions by State Governments — stipulated at 12 months — is too
long and should be reduced to 180 days (Para 6.5.2).

{(5) There should be a stipulation in regard to the time taken by the
Centre, in respect of minerals listed in First Schedule, which
should be limited to 90 days (Para 6.5.2).

(6) In case of failure of either the Centre or the State Government to
take a decision on the case, there should be a tribunal to finally
pass orders on the case within 180 days (Para 6.5.2).

(7) For non-scheduled minerals, the procedure of "deemed rejection”
and of revision petitions may be dispensed with, and the State
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Governments may be authorised to take a final decision (Para
6.5.3).

(8) There shouid be legal provision for applicants for mining leases
for non-scheduled minerals to seek recourse to the courts of law if
no orders are passed within 12 months from the date of applica-
tion (Para 6.5.3). )

(9) The circumstances for cancellation of leases before termination
should be defined more sharply, and apart from cancellation for
major violations of lease conditions, cancellations should not nor-
mally be resorted to, and even where necessary, lease holders
should be given some time to adjust so that loss of capital can be
avoided or at least minimised (Para 6.3.2).

(10) The requirement of production of income tax clearance certificate
for grant of prospecting or mining lease should be done away
with and procedure of submission of an affidavit by the applicant
— as accepted for import trade control — should be adopted for
the issue of mining leases (Para 6.3.1).

(11) The minimum period for which leases should be granted should
be laid down by Central notification under the MMRD Act, for

_ different minerals (Para 6.3.2).

(12) No areas should be kept reserved for exploitation by the public
sector for more than five years and any such areas so reserved
should be explored and exploitation commenced within a period
of five years failing which the argas should be dereserved (Para
6.3.2). 3

(13) Strict rules ought to be laid down in regard to the ravaging of en-
vironment and there should be a system of periodic inspection to
ensure that no undue damage is done, the lessee being required to
restore the environment at the end of surface mining operations
(Para 6.3.2).

(14) While changes in royalty rates should continue to be determined
by the Centre in the larger national interest, periodic review
should be provided so that the States get their due share of the in-
come arising from the exploitation of minerals (Para 6.5.4).

6. Essential Commaodities (Chapter 7)
Findings

(a) The Indian economy is subject to teniporary imbalances between
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supply and demand of both essential consumer goods and key in-
dustrial raw materials, so that the Essential Commodities Act is a
necessary piece of legislation in the area of commodity regula-
tion.

(b) In the past, the powers conferred under the Essential Com-
modities Act have been used somewhat indiscriminately, as a
convenient umbrella for all manner of controls.

(c) As aresult, a large number of items have been added to the list of
items deemed as essential under the Act, some of which are not
essential in any meaning of the terms, while some others are not
suitable for detailed control of the type that can be exercised un-
der the Act.

(d) In the issue of control orders under the Act, there has frequently
not been any proper homework either about the feasibility of im-
plementation of the control or of the machinery of control.

(e) Over a period, the control orders have become extremely com-
lex, amendments having been issue from time to time, without
the finally updated version of the control ever being brought out
in one document.

() As a consequence the control system has become avoidably com-
plex and difficult to understand.

(g) Even the concerned executive branch of Government is some-
times not fully aware of all the extant orders on a controlled
items, some unimportant control orders remaining on the Statute

J  Book, forgotten and ignored.

(h) The orders and notifications are frequently couched in such
legalistic jargon that it is impossible for the common man to com-
prehend the law.

(i) As far as retail trade is concerned, there are far too many orders
for different items; different licences required from different
licensing authorities; and too many registers required to be main-
tained and too many returns to be filed, which make the task” of
the retailer avoidably cumbersome and expensive.

(j) This provides an opportunity for harassment and graft, par-
ticularly because the powers conferred upon the executive
authority under the Essential Commodities Act are sweeping, and
in fact draconian in many ways.

(k) Sometimes there is no adequate consultation between the Centre
and the States, and orders are issued by State Governments
without consultation which creates problems for other States.
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Recommendations

(1) The Essential Commodities Act should remain on the Statute
Book (Para 7.5.2).

(2) Any order issued under the Essential Commodities Act should
have a limited life of not miore- than three years and should
automatically lapse after the stipulated period; even the statutes -
should be reviewed every five year (Para 7.5.9).

(3) Before an item is declared an essential, there should be proper
homework to consider whether it is necessary to regulate the
production, supply and distribution of the item concerned through
the Essential Commodities Act; the feasibility of implementing
the proposed control order; and the machinery for implementation
of the control (Para 7.4.4).

(4) The list of items that have been declared as essential as of now
should be drastically pruned, some specific suggestions in this
regard having been made in Annexure 7.2 (Para 7.5.17). '

(5) Only such commodities as meet one or more of the following
criteria should be regulated through the Essential Commodities
Act:

(a) that it is a mass consumption item which people cannot do
without; or that it is an important raw material or component
going into the production of such a mass consumption items;
or

(b) that it is a universal intermediate which goes into the
production of wide range of products (Para 7.5.5).

(6) All controls under the Essential Commodities Act, which are con-
cerned essentially with the management of demand for scarce
items, should be accompanied by simultaneous measures to aug-
ment supplies (Para 7.4.8).

(7) Ttems declared as essential should be clearly identifiable and not
covered under broad generic heads or commodity groups so as to
avoid giving the executive authority sweeping powers in regard to
all items included under the generic category (Para 7.5.8).

(8) There should be adequate consultation and coordination not only
to ensure reasonable management of the available supplies but
also for consultation between the Centre and all concerned State
Governments (Para 7.5.16).
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7. Export and Import (Chapter 8)
Findings

(a) Import and export trade control policy since 1977-78 has been
re-oriented so as to enable the economy to take advantage of the
structural changes that have taken place in the economy during
the last few years.

(b) Although a genuine effort has been made towards doing away
with import restrictions and simplifying procedures, there is still
room for further improvement and in particular, there continues
to be a tendency to change import policy quite frequently, even
though annual policy announcements are made.

(¢) Such frequent changes — particularly major policy changes such
as have been introduced during the last year (namely, 1978-79) —
introduce an element of uncertainty in the import/export trade.

(d) The present procedure for selection of items to be classified for
import purposes as banned, restricted or freely importable, is
somewhat arbitrary, and also based on short term considerations
and pressures rather than on the basis of a scientific analysis of
the needs of the economy.

(e) The approach to the grant of cash compensatory support has also
been ad hoc and not based on a detailed study of the incidence of
indirect taxes borne by the export product, in earlier stages of
production.

(f) The aggregate duty drawback granted on the export of manufac-
tured articles works out to around 8 per cent of the f.o.b. value of
exports of such manufactured articles while even in terms of mac-
ro aggregates, indirect taxes constitute around 12 and half per
cent of the national income at market price, indicating a very
much larger incidence of duty on manufactures — especially
since there are little or no indirect imposts on agricultural items
— which does not get fully compensated by way of duty draw-
back at the final stage of manufacture.

(g) Among the various categories of assistance given to exporters by
Government, one item popularly treated as an export subsidy,
namely import replenishment, does not any longer contain any
element of subsidy partly because of liberal import policy for ac-
tual users and partly because of the replenishment percentage
being strictly in tune with requirements of export production.
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(h) Despite the categorisation of some of these payments to exporters
as export subsidies — also designated here as such — some of the
payments do not necessarily constitute a "subsidy" on exports in
the truly economic sense.

Recommendations

(1) Import/export policies should have a validity of three years to
permit suitable adjustments in the production structure (Para
8.3.4).

(2) Swings in policy arising from pressures should be avoided by
making the formulation and planning of policy a matter of study
and evaluation by an import/export policy board, which should be
set up in the Ministry of Commerce (Para 8.3.5.).

(3) The Board should keep under review the lists should identify each
item specifically and not by generic name or category (Para
8.3.1D).

(4) While short term policy adjustments are not ruled out according
to changing circumstances as may be necessary, too many and too
frequent changes in policy should be avoided between two policy
periods (Para 8.3.7). _

(5) Export plans should be drawn up in consonance with an
dovetailed into overall production plans (Para 8.5.4).

(6) The actual user condition on imports under the OGL should be
removed (Para 8.3.10).

(7) The list of items. canalised for export and import through public
sector canalising agencies should be carefully reviewed, criteria
for canalisation laid down, and items not suitable for bulk imports
de-canalised (Para 8.4.6).

(8) For certain items, canalisation facilities should be extended to
State Government agencies, so that they can meet the needs of
small scale units by bulking their import requirements (Para
8.4.5).

(9) All cash assistance rates should be reviewed and such assistance
should be limited to a refund of the indirect tax element in the
process of production of an export item (Para 8.6.17).

(10) The interest subsidy on export packing credit is justified and
should continue (Para 8.6.18).

(11) To the extent possible, the scheme for advance licensing of im-
ports of raw materials and components for export production
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should be extended to more items; the delay in disbursement of
duty drawback should be reduced; and a way found to avoid the
cost to the exporter of delays in inter-bank remittances (Paras
8.6.9 and 8.5.5).

(12) No substantive part of import policy should be formulated in the
G.L.I (Para 8.3.7).

(13) Where export inspection involves the charging of a fee by export
inspection agencies, these agencies should be made to bear any
liability arising out of disputes as to quality (Para 8.5.2).

(14) Import policy should be modified from time to time to make it
responsive to the needs of the economy; and procedure should be
revised to minimise difficulties and to reduce delays (Para 8.3.1).

(15) Protection to the domestic industry should be afforded through
the tariff mechanism (Para 8.3.12).

(16) Tax subsidy for market development should be given only to
specified products and should be restricted to 3 years at the maxi-
mum (Para 8.6.21).

8. Exchange Control (Chapter 9)
Findings

(a) Exchange control purporting to check the receipt of payments for
the export of goods is today cumbersome and in any case not
designed to meet future requirements arising from the increasing
number of export transactions likely to arise as our exports in-
crease. ,

(b) The present system is in any case not able to check the under-
invoicing of exports; and is also not able to plug the loophole
arising from the possibility of GR duplicate and triplicate forms
not entering into the RBI net.

(¢) There is considerable physical movement of GR forms leading to
delays; and there is also possibility of loss of GR forms over the
postal system.

(d) In any case, the exchange control system is not able to ensure
realisation through banking channels, of inward remittances of
Indians working abroad, which are increasingly becoming an im-
portant part of total foreign exchange receipts.

(e) There is today inadequate check in regard to inward remittances
. of profits and dividends from the substantial investments made by
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Indian firms abroad.

(f) The present rules in regard to foreign travel are complex, and dif-
ferent rules apply to different categories of citizens even though
the total foreign exchange expenditure on this account is only of
the order of one per cent of the total receipts of foreign exchange
on current account.

(g) While almost all countries regulate capital transactions, the
present control over repatriation of non-residents’ assets arising
from the dilution of foreign capital under the Foreign Exchange
Regulation Act is more restrictive than warranted by the present
foreign exchange position of the country.

(h) The present baggage rules as well as rules for tourists are
avoidably harsh particularly in respect of Indians returning for a
holiday from jobs abroad, as well as for tourists wishing to take
away Indian goods including Indian jewellery, purchased at
Indian prices.

Recommendations

(1) The procedure for ensuring that export receipts are realised
should be simplified, the Reserve Bank responsibility being
primarily directed to verification on GR originals with GR dupli-
cates (Para 9.2.5).

(2) The task of verification of GR triplicates with GR duplicates
should be undertaken by the nationalised banks who are in any
case responsible for realising the export proceeds on behalf of the
exporters, the responsibility of the Reserve Bank being limited to
sample checking (Para 9.2.6.).

(3) The present policy of managing exchanges by having a realistic
vxchange rate should be continued as a guarantee of realisation
not only of export receipts but also of remittances from Indians
abroad (Para 9.2.8.).

(4) The rules regarding foreign travel should be simplified and
suitable guidelines issued for automatic grant of exchange to in-
tending travellers by authorised dealers in foreign exchange by
entering the exchange allowed on passports, so that scrutiny of
individual applications by the Reserve Bank can be dispensed
with (Paras 9.3.7, 9.3.8. and 9.3.10).

(5) The rules regarding import of baggage by Indians returning from
abroad as well as for tourists wishing to take away Indian goods
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at Indian prices should be simplified and rationalised (Para 9.4.4).

(6) While control over capital transactions must continue, the
repatriation of non-residents’ assets arising from dilution of for-
eign capital — under the Foreign Exchange Regulation Act - may
be liberalised; at the same time, the functioning of Indian joint
ventures abroad should be looked into and the need and justifica-
tion thereof in future re-examined in the light of data pertaining to
the net gain therefrom to the economy; these data should also be
presented to Parliament on an annual basis (Para 9.3.9).

(7) The focus of the exchange control system should change, and in-
stead of undue harassment of small people with small transac-
tions, attention should be devoted to checking transactions of
companies with links abroad, particularly inward remittances of
profits and dividends from the substantial investments made
abroad by Indian firms (Para 9.4.6.).

9. Housing and Construction Aetivity (Chapter 10)
Findings

(a) The justification of rent control arises from the fact that there are
many instances of low income group people occupying premises
on controlled rental, who would be hard hit if they had to sud-
denly pay market rents for the accommodation occupied by them.

(b) However, rent control has also led to great hardship for retired
people, widows and others who had invested their life’s savings
for house construction, since their income has been eroded
through inflation.

(c) There are, in fact, many tenants who are more affluent than the
owners of the houses occupied by them, and that even some
prosperous business houses enjoy a subsidy through rent control
on commercial premises occupied by them.

(d) There has developed a flourishing black mnarket by way of a
pugree, the benefit of such gains going frequently to the tenant
rather to the house-owner.

(e) Rend control helps only those who are in occupation of rent con-
trolled houses and not new job seekers in new areas.

(f) As far as the Urban Land (Ceiling and Regulation) Act is con-
cerned, it has not so far given and cannot really give a boost to
the construction of new dwelling units.
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g) The Urban Land (Ceiling and Regulation) Act has in fact not
even been properly implemented so far.

(h) Nonetheless, it cannot be disbanded since the objectives of the
Act are in line with the goals of policy.

(i) As a result of a combination of rent control and the Urban Land
{Ceiling and Regulation) Act, new house construction — other
than self-constructed houses — has been limited to the construc-
tion luxury residential buildings in a few urban centres making a
disproportionate demand on scarce materials like steel and ce-
ment.

() Low income housing has not been constructed at all except by the
Government, with the result that slums and shanty towns have
grown up in almost all urban areas.

(k) The Municipal laws and the house building standards set by
modern architects have ruled out innovative construction of
houses by the poor to meet their own requirements.

(I) Municipal laws have also led to corruption and delay in approval
of building plans for house construction.

Recommendations

(1) There shouid be no rent control of commercial and office
premises. In particular, buildings occupied by corporate organisa-
tions should be freed from rent control (Para 10.3.9).

(2) For all other buildings, increases in the rent of old buildings
should be allowed periodically, by gradual steps, over a period of,
say, five to ten years, to bring the rental to a rational level (Para
10.3.9).

(3) In addition to the above, existing tenants should be allowed to
buy up houses occupied by them at multiples of the capitalised
value of the existing rent (Para 10.3.9).

(4) The L.IC. and other house financing corporations should be
authorised to give loans for purchase of existing property by
tenants on the above basis. This principle should apply to
Governments loans also. (Para 10.3.9).

(5) Rent control should not be maintained in respect of houses oc-
cupied by tenants who own house property in the same town
which they may have let out at high rental (Para 10.3.9).

(6) As a result, where owners wish to occupy their own houses, one
house of their choice owned by them should be allowed to be va-
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cated in their favour, by they should not be allowed to let out the
house for a minimum period of three years thereafter (Para
10.3.9).

(7) When a building is divided into apartments, maintenance of the
building should be entrusted to a co-operative which all residents
must be compelied to form, and the residents must share the cost
of maintenance of the building (Para 10.3.9).

(8) In the interest of proper town planning, the Urban Land (Ceiling
and Regulation) Act should be modified and extended to permit
acquisition of all properties in entire blocks, where most houses
deserve to be pulled down, so that entire areas can be re-
developed into housing colonies for the less affluent (Para
10.4.13).

(9) Prior to doing so, the concerned authorities should give a mini-
mum notice of five to ten years so that no new construction is
started in the designated area (Para 10.4.13).

(10) To achieve the social purpose a penal tax may also be levied on
urban property in excess of the ceiling which may compel people
to gradually change their life style (Para 10.4.13).

(11) In order to encourage the poor in urban areas to build houses
suited to their own requirements as well as their capacity, desig-
nated areas can be developed where "sites and services" should be
provided on a subsidised basis to the poor, who would then be
permitted to build houses within the areas allotted to them in ac-
cordance with their own requirements and with material im-
provised by them (Para 10.6.5).

(12) The present legislation providing for concessions for employers
for building houses for workers should be amended to aliow such
concessions for construction of houses for employees drawing
upto Rs. 1000 per month in metropolitan areas (Para 10.4.14).

(13) In order to encourage cheaper construction use of ordinary lime
mortar in place of cement and steel should be encouraged and ar-
chitectural standards for urban areas modified suitably to conform
to housing constructed with such conventional raw material (Para
10.4.14). '

(14) Standard designs evolved by public authorities may be widely
publicised and any building conforming to any of the plans
should be automatically approved by the municipal authorities, to
avoid delay, who should be given a definite time limit to approve
of any other plan and in the event of a plan being rejected, indi-
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cate clearly a basis for accepting the building plan. (Para 10.6.5.).

(15) Cheap, standardised construction materials should also be made
available by the authorities, particularly to help the poor to build
their own houses economically (Para 10.6.6).

10. Subsidies (Chapter 11)
Findings

(a) Subsidies have grown to a sizeable figure during the seventies
and are now becoming a very important part of the Central
budget.

(b) Central Government subsidies — including losses of Central
Government undertakings arising from pricing policies adopted
by Government — are around Rs. 2000 crores per annum; losses
of undertakings and services operated by State Governments are
around Rs. 1000 crores per annum. )

(c) Subsidies have a tendency to snowball and to become sticky so
that they begin to generate inefficiency and complacency.

(d) There are a number of payments in the budget which are not
really of the nature of subsidies, and on the other hand numerous
subsidies which are not shown as such but hidden under various
other types of budgetary outlays, which makes it difficult to make
out all payments having the character of a subsidy.

(e) Only three subsidies, on food, fertilizers and exports (amounting
to Rs. 1343 crores), now constitute 70 per cent of the total
budgetary subsidies of Rs. 1712 crores now given by the Centre.

(f) The patterns of budgeting and manner of payment of subsidies
hides the inefficiency of operation of some sectors, as for ex-
ample, in the distribution of imported fertilisers.

Recommendations

(1) The costs and recipients of benefits of all subsidies should be
reviewed periodically, say, once every three years (Para 11.1.2).

(2) Subsidies should in general be given only to sustain tiny unit
decentralised production or to support the consumption of the
weaker sections of the population (Paras 11.1.5 and 11.3.2).

(3) Where necessary, clear-cut overt subsidies should be given, in
lieu of indirect subsidies, e.g., losses of public sector undertak-
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ings arising out of a deliberate policy decision of Government to
keep prices below the cost of production in the interest of keeping
down the general price leve! (Paras 11.4.7 and 11.5.3).

(4) The existing subsidies from the Central Government budget
should be restructured in terms of the above criteria (Para 11.2.4).

(5) The subsidy on foodgrains which arises partly for buffer stock
maintenance and partly owing to distribution costs, should be
broken up into these two elements, the cost of buffer stock main-
tenance being justified as a subsidy, the cost of distribution being
fit for subsidy only to the extent that the beneficiaries comprise
the people below the poverty line (Para 11.3.2).

(6) Fertiliser subsidies should be phased out in three years and a new
subsidy given for promotion of organic fertilisers; increased sub-
sidy for the use of fertilisers should be given to smaller and
weaker farmers under various promotional programmes within
the ambit of the Integrated Rural Development Scheme (Paras
11.33 and 11.3.4).

(7) Export subsidies should be restructured and granted to meet only
the cumulative burden of indirect taxes in the cost of production
(Para 11.3.5).

(8) In the textile sector there is justification only for subsidy on
production in the decentralised sector namely handloom and
khadi, and in the interim period, on production of controlled cloth
in the mill sector but with necessary arrangements for distribution
of the controlled cloth to the vulnerable sections of the population
(Para 11.3.6).

(9) The interest subsidy should also be restructured, and losses of
public sector undertakings arising from unrealistic pricing of
products should be subsidised directly in full so that the nature
extent of the subsidy is known and realised, and attention is
focussed on such subsidies which are granted in order to keep
down the price of a product below its cost of production or be-
cause the concerned undertaking is sick (Para 11.5.3).

(10) Entries designated as subsidies in the Budget, which do not merit
being treated as such — as for instance the so-called subsidy to the
BGML — should be removed from the list of subsidies by chang-
ing the accounting procedure (Para 11.4.11).

(11) There is a case for increased transport subsidy in favour of hilly
and far-flung regions, so as to make all essential commodities
available to people in those areas at reasonable prices (Paras
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11.4.14 and 11.4.15).

(12) The backward area subsidy should be on a sliding scale and in-
creased in respect of really backward areas, but given on the
criterion of employment generated instead of capital invested
(Para 11.4.14).

(13) There should be an increased budgetary allocation as subsidy in
favour of areas hit by natural calamities to compensate the
population for the capital loss; and for this purpose an allocation
of one per cent of Central and State Government budgetary out-
lays should be made on a regular basis (Paras 11.3.7 and 11.3.8).

(14) There is a case for increasing the subsidy for housing intended for
the low income people (Para 11.4.20).

(15) The subsidy to vulnerable sections of the population through
schemes like the Integrated Rural Development Scheme should
be increased (Para 11.3.7).

11. Foodgrains (Chapter 12)
Findings

(a) Despite the recent increase in food output, the supply of
foodgrains in India is still very much a gamble on the monsoon.

(b) A very substantial proportion of agricultural holdings in India is
of sub-marginal size, which is not adequate to grow enough food
even for the cultivating family.

(c) The management of the food problem since independence until
the mid-seventies has been a problem of demand/supply manage-
ment in the context of perennial shortages in supplies; from the
mid-seventies, the problem has become almost wholly one of
supply management in the background of a generally comfortable
supply situation.

(d) While the latter has been due to sustained effort to provide
various inputs required for increased production, the fixation of
reasonable "support" prices has also helped materially.

(e) Support prices have also let to the build up of a buffer stock.

(f) The focus of policy has therefore, shifted from the control aspect
to the supply management aspect of food policy, leading to the
abolition of food zones, dismantling restrictions on food move-
ment, and various other types of controls on food.

(g) Nonetheless, the problem of reaching foodgrains at a reasonable
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price throughout the year to the vulnerable sections of the popula-
tion in different parts of the country — some far-flung and remote
and some hilly and inaccessible — remains.

(h) The present claims in regard to the extent and coverage of the
public distribution system are highly misleadings; however, in the
areas covered by the public distribution system, foodgrains are
available at uniform prices throughout the country all through the
year.

(i) The cost of public distribution in India has been higher than the
cost of private retail distribution, nonetheless the former has been
instrumental in exercising a moderating influence on the private
trade, particularly in remote areas.

(j) The assurance of the supply has been the biggest factor in the
generally smooth functioning of the distribution system in the
matter of foodgrains.

(k) Over the past few years, all controls and restrictions on
foodgrains have generally been lifted except for a few areas —
like Calcutta and Durgapur — Asansol industrial belt — and also
except for control over roller flour milling of wheat, machine
hulling and milling of rice, and storage of pulses.

Recommendations

(1) The focus of attention in regard to food policy should continue to
be on reasonable support prices — in line with reasonable parities,
inter se, as between different crops/— and on buffer stock opera-
tions (Para 12.3.3).

(2) The cost of buffer stock maintenance should be a legitimate
charge on revenues, for achieving food security (Para 12.6.10).

(3) The subsidy required to meet the cost of distribution should not,
however, be a charge on revenues except to the extent required to
meet the consumption needs of people near or below the poverty
line (Paras 12.6.19 and 12.6.22).

(4) The subsidisation of food should therefore be limited either to the
items consumed by the target group — e.g., millets — or by issue
of special ration cards to people below a certain income level
(Paras 12.6.19 and 12.6.20).

(5) The latter should be systematically attempted so that subsidies
reach only the deserving sections of the population (Para
12.6.21).
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(6) Private distribution channels should be harnessed for the public
distribution system, with a proper code of conduct laid down for
the private traders, and adequate monitoring not only by Govern-
ment but by consumer committees, so that these shops function in
the public interest (Para 12.4.11).

(7) The cost of public distribution not only by the above means but
also by increasing the turnover from the retail shops, for which
specific recommendations are made in the Chapter on Distribu-
tion Control (Para 12.6.17).

(8) Input subsidies for agriculture — e.g., irrigation water, power fer-
tilisers and seeds — should also be subsidised only for the smalier
and weaker farmers, through larger subsidies under the Integrated
Rural Development Scheme (Para 12.6.17).

(9) Subsidies would also be justified for the construction of godowns
and storage facilities in far-flung, inaccessible and hilly areas
which frequently remain cut off from the rest of the country over
part of the year (Para 12.4:16).

(10) Insofar as control over roller flour mills is concerned, the expan-
sion of capacity should be allowed to achieve better regional
balance in flour milling capacity, but roller flour mills should be
required to continue to obtain their wheat supplies from the FCI
so that the buffer stocks can be rolled over, and the mills also do
not create sudden large demands in certain markets (Para 12.5.4).

(11) Insofar as rice milling is concerned, there should be controlied,
selective increase in rice milling capacity, and modernisation of
old hullers of mills with rubber rolls, so that the requirements of
the public distribution system can be met cheaply, and at the same
time, the handpounding of rice can be encouraged so as to to
provide employment (Para 12.5.7).

(12) In line with the reduction in licensing and other restrictions, there
should be a reduction in the number of licences to be taken out,
and the number of registers to be maintained by fair price shops,
so as to reduce harassment, and make the distribution system
more efficient (Para 12.4.12).

12. Edible Oils and Vanaspati (Chapter 13)
Findings

(a) The control over edible oils and vanaspati has in practice
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focussed mainly on control over vanaspati, the control affecting
all facets of the industry. The industry has not been allowed to
expand capacity. The input-mix of the industry has been strictly
laid down, and a very substantial part of the input supplied
through canalised import of cheap oils. There has been control
over the production, quality, price, distribution and stocking of
vanaspati. Nonetheless, the market price of vanaspati has fre-
quently been considerably higher than the controlled price.

(b) There have been a number of other controls relative to this sector.
The extant controls pertain to the manufacture, sale and move-
ment of solvent extracted oil, deoiled meal and edible flour; the
processing of refined imported palm oil, the quality of vegetable
oil products; the storage of edible oilseeds and edible oils beyond
certain limits; and a ban on forward trading and limitation of
delivery period in respect of Non-Transferable Specific Delivery
contracts for oilseeds and vegetable oils. There is also, as of now,
canalisation of all imports of vegetable oils.

(c) There has not only been a wide gap between the demand for
edible oils and its indigenous production, but the gap is likely to
continue, the estimate for supply and demand by the end of the
Sixth Plan making for a deficit in vegetable oil supply of ap-
proximately 11.50 lakh tonnes by 1982-83.

(d) The main thrust of the control system in the past has been to keep
down the price of vanaspati by supply of cheap imported oils as
the input for vanaspati manufacture, and thereby to keep down
price of edible oils by diverting the demand from the vanaspati
industry away from indigenous oils to imported oils. In the result,
prices of edible oil within the country, used for direct consump-
tion, have frequently been higher than the controlled price of
vanaspati, which has had the benefit of having cheap imported oil
as the input.

Recommendations

(1) In view of the gap between demand and supply which is likely to
continue, cheaper edible oil should continue to be imported, but
apart from providing an input for the vanaspati industry, it should
also be made available for direct consumption by the masses of
people, through fair price shops (Para 13.6.4).

(2) The control over the input-mix of the vanaspati industry should
continue, so that indigenous groundnut oil is available for direct
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consumption as an edible oil (Para 13.4.5).

(3) The STC should be asked to go in for long-term supply contracts
and arrange for the requisite qualities of vegetable oil import
(Para 13.6.4).

(4) Adequate storage capacity for oils should be built around the
country, particularly in deficit areas, with a view to both buffer
stocking of oils and to preventing sharp increases in prices during
the off-season (Para 13.6.4).

(5) Realistic support prices for edible oils should also be announced
to encourage the increased cultivation of edible oilseeds, and the
import of cheaper oil should not be allowed to depress the inter-
nal market (Para 13.6.4).

(6) For this purpose, both the canalisation of import of vegetable oils
and the fiscal system by way of import duty adjustments should
be used to ensure that prices of edible oilseeds and oils do not get
out of hand (Para 13.6.4).

(7) Among the other controls on the edible oils and vanaspati sector,
there is need for continuance of the storage control order in the
background of the general deficit in oil supply, and of the ban on
forward trading, with selective relaxation of the time allowed for
NTSD contracts (Para 13.6.5).

(8) The Solvent Extracted Oil, De-oiled Meal and Edible Flour
{Control) Order does not appear to have any relevance today and
should be withdrawn (Para 13.6.5).

(9) There is a case for selective relaxation of control over the licens-
ing of capacity in the vanaspati'industry, the relatively un-
economic units being permitted to expand to economic size (Para
13.6.5).

(10) In order to introduce some stability in the availability and price of
edible oils, a buffer stock of at least two months requirements
should be built up, through additional imports if necessary (Para
13.6.4).

(11) The stipulation of use of a minimum of 5 per cent sesamum oil
should continue (Para 13.6.6).

13. Sugar (Chapter 14)
Findings

(a) In the past, the policy on sugar has — especially from 1967 when
the dual price policy was adopted — been attuned to increasing
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the availability of sugar with a minimum price for sugarcane.

(b) The policy also invoived considerable divergences in the cane
price from State to State and consequently in the ex-factory price
for the controlled portion of sugar.

(c) The policy succeeded in bringing more area under sugarcane and
also in increasing sugar production to a point of excess supply.

(d) The decontrol of sugar introduced from August 1978 has brought
down the price of sugar to a level below the cost of production for
a very large segment of the sugar industry.

(e) While the decontrol of sugar has been accompanied by payment
of a cane price by sugar factories in line with the statutory price
of sugar as laid down by the Centre, some State Governments
have decided to subsidise the cane grower for the cane supply to
factories by the difference between the earlier State advised
prices and the present statutory prices of cane.

(f) Though this benefit of a subsidised cane price is available in
respect of cane supply to sugar factories, the price realised by the
growers for cane sold for khandsari or gur production is very
much lower.

{g) This policy is not followed by the Southern States where the
crushing season for cane is much longer and the cane has also a
higher sugar content with the result that there has been some
decline in the area under cane in these States.

(h) This policy has thus distorted the optimum location of cane cul-
tivation and of the sugar industry.

(i) There has also been a take over of the management of 10 sugar
mills after November 1978 in ‘the four States of Uttar Pradesh,
Bihar, Punjab and Haryana. The support required to meet even
the operational costs of these units is reported to be Rs. 10 crores
in 1979-80.

(3) After decontrol the consumption of sugar has gone up quite sig-
nificantly with benefits of the lower price accruing even to rural
areas, but with a decline in the prices and production of khandsari
and gur. Over October 1978 to January 1979, the total internal
consumption of sugar has been 19.6 lakh tonnes.

Recommendations

(1) In areas where it is possible to continue existing factories through
better cropping methods, and the sugar industry can be made vi-
able on a long-term basis, the existing sugar factories should be
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converted into co-operatives of cane growers with universal
membership so as to establish a nexus between the cane price and
the sugar price without the need for Government intervention
(Paras 14.7.7, 14.7.8 and 14.7.9).

(2) Such a policy is desirable to avoid both a continuing subsidy on
sugarcane as well as a continuing subsidy on sugar production
which is implicit in a take over of uneconomic sugar factories
(Para 14.7.10).

(3) Where the sugar-industry is not likely to be viable, there should
be a phased programme for converting sugar units into other in-
dustrial units, e.g., cotton yarn spinning mills for supply of yarn
to handlooms, even if based on cotton obtained from other States,
and other agro-based industries (Para 14.7.11).

(4) For this purpose, a subsidy should be given for conversion of
these units from sugar production to other activities (Para 14.7.6).

(5) If the above policy is adopted, there would be a case for Govern-
ment subsidy for maintaining a buffer stock of sugar which may
prevent swings in prices (Paras 14.7.11, 14.7.14 and 14.7.15).

(6) An essential ingredient of this is uniform pricing of sugarcane
(based on recovery of sugar) throughout India to bring about an
optimal utilisation of the land resources of the country (Paras
14.7.5 and 14.7.16).

(7) Some of the extant controls on sugar, and related items are no
longer relevant, and may be rescinded. In particular, there is no
advantage in retaining the Sugarcane Pressmud Control Order
and the Gur (Regulation of Use) Order (Paras 14.4.2 and 14.4.5).

14, Textiles (Chapter 15)
Findings

(a) A major problem of the textile industry arises from the fluctua-
tions in the output and prices of raw cotton.

(b) Neither the "control" of the ceiling price nor the "support price"
of cotton has worked successfully, and "support prices" have been
too low to lead to any increase in the area and output of cotton.

(c) A large part of the cotton is lost annually because of pests and in-
sects, the estimated loss being as much as around 30 per cent and
even 40 per cent in case of an epidemic or pestilential attack.

(d) Although the Cotton Corporation of India was set-up with a view
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to stabilising the price of cotton through effective intervention in
the cotton market, and although various committees have recom-
mended that to be really effective, the Cotton Corporation should
buy atleast 30 per cent of the cotton output, the Corporatior{ has
failed to do so.

(e) The Cotton Corporation has never been provided the funds with
which to achieve the above target, and has also been hamstrung
by directives from the Ministry.

(f) The Cotton Corporation has suffered a heavy loss on imported
cotton which has had to be subsidised, because of the timing of
the import purchases made by the Corporation at the behest of the
Government, coupled with the refusal of the textile industry to lift
the imported cotton even though it had made a firm commitment
at the import prices indicated by the Corporation prior to ordering
the imported cotton.

(g) The opportunity of a build up of a buffer stock of cotton was
missed last year when cotton was allowed to be exported rather
than purchased by the Cotton Corporation for building up a buffer
stock. )

(h) The textile industry has a total of nine control orders issued at dif-
ferent points of time under the Essential Commodities Act, cover-
ing various facets of the textiles industry.

(i) Of these the Cotton Textiles (Control) Order of 1948 — which ex-
ercises comprehensive control over the mill sector of the cotton
textile industry — has been amended from time to time but has
never been up dated and brought out in a manner calculated to in-
dicate the finally amended control system as it exists.

(j) The control low has as a result become quite complex and
generally unintelligible.

(k) It has been a policy objective to limit the expansion of weaving
capacity in the mill sector in the interest of employment in the
decentralised sector.

(1) There are many reasons for sickness in the textile industry includ-
ing management weaknesses. The hypothesis of limitation of ex-
pansion of weaving capacity having led to the sickness of mill in-
dustry is not convincing because more than a 100 mills were al-
ready sick, long before the production of controlled cloth became
a losing proposition for the mills.

(m) The obligation of controlled cloth production imposed on the mill
sector has led to economic difficulties of this industry.
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(n) Insofar as the decentralised sector is concerned, it — and the
handloom weaving class in particular — suffers from many disad-
vantages and disabilities including the high price and inferior
quality of yarn, non-availability of yarn at times, lack of finance
and lack of marketing.

(o) Even the policy of reservation of certain categories of cloth for
production only by handlooms has not helped because of poach-
ing by the powerloom sector.

(p) There has been steady of unauthorised powerlooms which has
been abetted by some States, to the detriment of the growth of
handlooms production and disadvantage of the other States which
have not permitted the expansion of powerlooms.

(q) With the introduction of synthetics, blended yarn has not been
available to the decentralised sector, and mill production has in-
creasingly turned to production of cloth varieties intended for the
well-to-do classes.

(r) There is some degree of compartmentalisation of production be-
tween different segments of the textile industry, though lately
there have been some relaxations which have benefited only some
segments of the industry.

(s) In the woollen industry, the decentralised sector has been facing
yarn shortage, particularly the indigenous yarn required for carpet
weaving and barrack blanket making.

(t) There has also reportedly arisen a shortage of woollen yarn spin-
ning capacity.

(u) The large woollen industry is quite small in comparison with the
large scale cotton textile industry, and needs protection from the
diversification facility granted to the latter.

(v) Of the diverse clauses of the nine control orders relevant for the
textile industry, many are dormant and not in use, and many
others irrelevant in today’s situation.

Recommendations

(1) The Cotton Corporation of India should be freed from
bureaucratic control, given necessary funds and general
guidelines, and authorised to buy upto 30 per cent of the cotton
crop, and also build up a buffer stock of cotton for which it
should be given requisite credit facilities (Para 15.3.11).

(2) The Corporation should be divested of its bureaucratic character,
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its shares being held jointly by the Central Government, cotton
marketing co-operative federations of the cotton growing States,
co-operatives of cotton farmers, etc. (Paras 15.3.14 and 15.3.15).

(3) Cotton ginning and pressing should be reserved for co-operatives
of cotton growers with universal or near universal membership
(Para 15.3.16).

(4) In order to raise the output of cotton, the spraying of the cotton
crop with pesticides should be a national programme, the cost
being met from the cotton cess fund (Para 15.3.18).

(5) The cess on cotton should be raised from the present 25 paise per
bale to Rs. 50 per bale, or about 1"/, per cent of the price per bale,
in order to pay for the above as well as for the carrying charges of
a part of the buffer stock of cotton to be built up (Para 15.3.18).

(6) There should be no canalisation of and no subsidy on imported
cotton in future (Para 15.3.13).

(7) The control over the weaving capacity.of the mill sector should
continue (Para 15.4.5).

(8) The Soft Loan Scheme of the IDBI should not be used for expan-
sion of weaving capacity/reduction of employment in the weaving
section of the industry, and for financing the
modernisation/replacement of well-to-do mills at interest rates
not available to the decentralised sector (Para 15.4.8).

(9) Price stamping of mill cloth is redundant and should be
withdrawn except for Janata cloth which is subsidised (Para
15.4.8).

(10) The reservation of spheres of production by handlooms should be
enlarged, and the control enforced (Para 15.5.9).

(11) For this purpose, there should be regulation of the sale of looms
by the textile machinery manufacturing industry (Para 15.9.8).

(12) Some varieties of cloth production should be reserved for the
powerloom sector, though the expansion of this sector should not
be allowed (Para 15.5.9).

(13) Excise duty on yarn in cones should be raised vis-a-vis yarn in
hanks (Para 15.5.9).

(14) The area of reservation of products for the handloom sector
should be enlarged to include sarees and dhotis with border (Para
15.5.9).

(15} Control over preduction of yarn in hanks should be made more
stringent in regard to proportion and quality (Para 15.5.9).

(16) Disbursement of subsidy on handloom (on production of Janata
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dhotis and sarees) should be speeded up and the procedure and
documentation simplified drastically (Para 15.5.9).

(17) The supply of good quality yarn at reasonable prices for the
decentralised sector should be ensured, and until sufficient
capacity for yarn production, by spinning mills set-up by Govern-
ment or by the Co-operative sector, is created, there should be a
compulsory obligation for producing a certain percentage of yarn
in hanks (Para 15.5.7).

(18) Both handloom and khadi should be encouraged through compul-
sory Government purchases as well as a price preference in
favour of the khadi handloom sectors (Para 15.5.10).

(19) The multifibre approach should be reduced to one of merely
meeting the deficit in cotton availability, and not as a part of con-
scious policy to encourage the growth of multifibre fabrics (Para
15.6.3).

(20) The supply of blended yarn to handlooms should be ensured (Para
15.5.9).

(21) There is no case for a reduction of the duty on synthetic fibres
which may affect the interests of the cotton growers adversely
(Para 15.6.5).

(22) There should be encouragement given to the hand made carpet
weaving and barrack blankets industry in the same manner as for
khadi and handlooms, and expansion of capacity for mill made
tufted carpets should not be allowed even for export, as they
would impinge on the supply of indigenous woollen yarn for the
decentralised sector (Para 15.8.6).

{(23) Controlled expansion of spinning capacity in the woollen industry
should be allowed, to meet the needs of hosiery, and similar
knitted woollens industry (Para 15.8.6).

(24) When there is short supply of raw cotton and need for import of
man-made fibres, the import should be through the STC on a well
regulated basis so that the requirements of the decentralised sec-
tor can be met (Para 15.6.5.).

(25) Distribution of controlled cloth should be linked to the distribu-
tion of other essential articles to the target group (Para 15.4.12).

(26) The varieties of cloth to be subsidised for distribution should be
such as are purchased by the lower income groups, and supplied
through shops located in areas where low income people
generally live (Para 15.4.13).

(27) A large number of controls at present on the Statute Book in
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respect of the textile industry are redundant and should be
removed (Para 15.9.8).

(28) The control law should be succintly brought out in a comprehen-
sive document (Para 15.9.8).

(29) The office of the Textile Commissioner should be wound up and
the residual control functions — including powers of prosecution
for violation of Government orders — should vest with a Textiles
Development Board, incharge of the co-ordinated development
and regulation of the entire textiles industry, covering khadi,
handlooms, powerlooms and the mill sector (Para 15.9.9).

15. Jute (Chapter 16)
Findings

(a) The major problem of the jute industry is the instability in the
price and availability of raw jute arising partly as a result of sharp
fluctuations in acreage and partly as'a result of vagaries of the
weather.

(b) The acreage fluctuations have been inversely related to changes
in raw jute prices.

(¢c) The jute grower does not get a reasonable price for raw jute be-
cause of the present defective system of raw jute procurement,
the grower being cheated not only on the price but also in the
matter of grade of jute, moisture content, etc.

(d) The jute trade is today mainly in the hands of benami procurers
on behalf of the mills and there is a wide gulf between the price
for raw jute paid by the mills officially and the price received by
the grower.

(e) Exports of jute goods have been good in spells, as for instance be-
tween 1961 and 1965 when raw jute prices and jute availability
were relatively stable.

(f) The growth of synthetics has been accentuated and accelerated by
the sudden sharp changes in prices and availability of jute goods.

¢) Government policies, particularly in the matter of export duties
which have been sticky in the extreme, have also contributed to
halting exports and to accentuate problems of the industry.

(h) As a result of cupidity in the matter of raw jute purchase and
various other problems indicated above, the jute industry has been
in a state of sickness and bad health, and the management of a
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number of sick miills has had to be taken over the Government.

(1) The need for a reasonable support price for raw jute and for the
creation of a buffer stock of raw jute was realised quite early, but
in spite of fairly severe control provisions under the Essential
Commodities Act, it has not been possible to maintain the price of
raw jute at a reasonable level.

(j) The Jute Corporation of India — which was created specifically
with a view to stabilising the price of raw jute and to operate a
buffer stock for this purpose — has failed to achieve any of the
above objectives of policy.

(k) The reasons for the Jute Corporation’s have been numerous: it
does not have the requisite organisation to intervene effectively in
the primary market; it has never been given the requisite finance;
and it has been hamstrung by instructions received from Ministry
in regard to its operations, which has left generally poweriess.

(I) Apart from the Jute Textiles (Control) Order of 1956 and the Jute
(Licensing and Control) Order, of 1961 — both issued under the
Essential Commodities ‘Act — there is control over the jute in-
dustry and trade in respect of forward contracts; and there is
voluntary registration ot export contracts and canalised import of
raw jute.

(m) The main control stems from the Jute (Licensing and Control)
Order which confers on the authorities wide powers of control
over the jute industry.

(n) None of the fairly stringent controls on jute and jute goods, has
been able to resolve the basic problem of either the jute grower or
of the jute industry, and it is widely alleged that there is con-
siderable pay of unaccounted money in the jute industry par-
ticularly in the purchase of raw jute, while the industry continues
to be in difficulties.

(o) Forward trading in jute goods is likely to lead only to increased
speculation, and is therefore rightly banned.

Recommendations

(1) In order to resolve the problems of both the growers of raw jute
and the jute industry, there should be monoply procurement of
raw jute by the Jute Corporation of India (Para 16.7.19).

(2) In undertaking this task, the Jute Corporation should seek the help
of local authorities and build up an organisation suited to each of
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the jute growing areas in consultation with the State Government
and other concerned authorities (Para 16.7.19).

(3) In order that the Jute Corporation is made fully responsive to the
needs of the situation, it should be converted to a joint sector or-
ganisation in which, apart from the Central Government, the
Government of West Bengal and other jute growing States may
hold shares with possibility of some shareholding also by co-
operatives of jute farmers or other organisations of jute growers
(Para 16.7.24).

(4) The Jute Corporation should seek the assistance of organisation
like the Indian Jute Research Institute for the grading of raw jute
(Para 16.7.23).

(5) The Jute Corporation should also be put in a position to build a
buffer stock of raw jute so as to stabilise the price and availability
of jute to the industry, the carry over stock of raw jute at the end
of the season being a minimum of 10 lakh bales (Paras 16.7.25
and 16.7.26).

(6) Prices of raw jute should be determined by an independent body
like the Agricultural Prices Commission after careful considera-
tion of price parities between jute, paddy and other competing
crops (Para 16.7.19).

(7) The period until the new jute crop should be used for the required
buildup of the organisation of the Jute Corporation (Para 16.7.25).

(8) With the above change, a number of formal controls on the jute
industry can be phased out (Para 16.7.27).

(9) The scheme for registration of export contracts may be continued
(Para 16.6.26).

16. Fertilisers and Pesticides (Chapter 17)
Findings

(a) The costs of production of fertilisers vary substantially from unit
to unit because of the divergent feedstock allowed by Govern-
ment to different units, the cost of fuel oil and coal based fer-
tilisers being significantly higher than the cost of naphtha and
natural gas based fertilisers.

(b) In spite of substantial increase in production of late, there is still
need for sizeable import of fertilisers.

(c) The present consumption of fertilisers in India is heavily
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weighted in favour of N which, it is recommended, should be cor-
rected for a more balanced use of fertilisers.

(d) The fertiliser industry is both capital intensive and corrusive, and
the cost of production of new units is substantially higher than the
cost of production of existing units, which however would have a
high replacement cost.

(e) There is at present a subsidy on indigenous nitrogenous fertilisers,
in order to keep the price low for the farmer; a promotional sub-
sidy on phosphatic fertilisers; a subsidy on imported fertilisers;
and a subsidy for internal freight so as to equate the price of fer-
tilisers throughout the country.

(f) The total amount of subsidy given for fertilisers has been increas-
ing rapidly of late.

(g) There is evidence that fertilisers are fairly widely used both by
large and small farmers but the use of fertilisers is still generally
limited to certain selected areas.

(h) From all available evidence, the return from fertilisers in terms of
higher output is several times the cost of fertilisers.

(i) Insofar as imported fertilisers are concerned, there are certain
problems which prevent the import of fertilisers in bulk which
would be much cheaper than the import of bagged fertilisers.

(j) The cost of distribution of imported fertilisers by the FCI is con-
siderably more than the cost of distribution by other agencies
lately asked to handle part of the imported fertilisers.

(k) In spite of numerous efforts, and the facility of a subsidy from the
Department of Agriculture, the progress of both construction of
Gobar Gas plants and compost pits as also of plants for treatment
and composting of urban wastes has been very slow.

(1) The loss of crops from pests varies from 10 to 30 per cent on a
conservative estimate, and where there is an attack of pests in
epidemic form, the loss is significantly higher.

(m) For many crops, it has not been possible to rely on the efforts of
individual farmers because pests move from smaller farms where
pesticides are not applied to neighbouring larger farms, thus nul-
lifying the effect of the application of pesticides.

Recommendations

(1) Price control on fertilisers has to continue because of the widely
divergent cost of production of different units based on different
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feedstock (Paras 17.7.5 and 17.7.7).

(2) Some relaxation in the control on distribution/movement of fer-
tilisers is called for so as to have flexibility to the producers to
sell outside their command area (Para 17.5.11).

(3) The subsidy on fertilisers on a long-term basis should not con-
tinue but cannot be given up suddenly and should be eliminated
only in a series of steps over a period of, say, five years (Para
17.7.13).

(4) In the mean time, older plants should be given a special al-
lowance for replacement of equipment by putting the pooled price
at a level higher than the weighted average retention price, the
difference being funded for replacement of equipment of the
older units (Para 17.7.6).

(5) The subsidy on imported fertilisers should be eliminated by
reducing the cost of handling and distribution which appears to be
feasible (Paras 17.5.8 and 17.5.9).

(6) A separate subsidy for fertilisers could be continued, rather in-
creased, under various Integrated Rural Development Schemes so
that the use of fertilisers could be popularised and the benefit of
the subsidy reaches the target group already identified (Paras
17.7.13 and 17.10.1).

(7) The subsidy on Gobar Gas plants, compost pits and composting
of urban wastes should be increased in order to improve the
availability of organic manure and also to save on kerosene and
firewood as fuel and for lighting purposes (Para 17.8.3).

(8) The subsidy on Gobar Gas plants should be available for all
designs of Gobar Gas plants and not merely for designs approved
by the KVIC (Para 17.8.4).

(9) There should be a national scheme for spraying major crops with
pesticides, part of the cost of which should be subsidised (Para
17.9.5).

(10) In determining agricultural prices, note should be taken of the
totality of subsidies as well as the cost of inputs so that prices are
determined on a realistic basis (Para 17.7.14).

17. Coal (Chapter 18)
Findings

(a) After nationalisation of the coal industry in 1973, controls on it
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are "administrative” rather than statutory, though earlier controls
still remain on the statute book.

(b) Statutory control on distribution is effective only in regard to soft
coke which State Governments control under the Essential Com-
modities Act.

(c) The administrative control on coal has kept coal prices generally
low, involving a subsidy of around Rs. 140 crores in 1978-79.

(d) The spread in the prices of different varieties of coal — based on
their heat value — is too narrow, and encourages the demand for
the scarcer varieties of coal, and discourages the use of
"middlings" and poorer grades of coal.

(e) The supply of coal to all but a few "essential” categories of con-
sumers is irregular, and there is a black market in coal.

(f) The present system makes for a sub-optimal loading/transport ar-
rangement from the point of view of the economy as a whole.

Recommendations

(1) The price of coal should be determined by an independent
authority (like the BICP) with a view of discouraging improvi-
dent uses of coal (Para 18.7.1).

(2) In the pricing formula, there should be an economic incentive to
use slack coal and "middlings"”, and a disincentive to use the scar-
cer varieties of coal (Para 18.5.8).

(3) In order to rationalise movement and distribution, as also to
resolve disputes as to the price of coal, steel plants should have
captive coking coal mines (Para 18.6.3).

(4) Coal dumps should be established at convenient centres (in dis-
trict headquarters and cities with a population above 50,000)
(Para 18.6.5).

(5) The overall cost of distribution should be reduced by using
ropeways, and also by loading wagons in outlying mines and
shunting the coal to central points for the formation of rake loads,
for which Coal India should own and operate wagons and
shunters (Para 18.6.4).

(6) Existing subsidies on sand stowing and other development works
are inadequate and need to be increased several-fold either by in-
creasing the cess on coal or by increasing the coal price, and
making sand stowing a part of the normal operational routine
(Para 18.7.4).
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(7) The existing legislation on coal, by way of the Coal Mines
(Conservation and Development) Act of 1974; the Coking Coal
Mines (Emergency Provisions) Act of 1971; and the Coal Mines
(Taking Over of Management) Act of 1973, are all redundant
now, in view of the nationalisation of the under the Essential
Commodities Act, is also redundant; the subsidies now granted
through cess/excise collections could also be made a direct charge
on the cost of coal (Para 18.5.7).

(8) The Coal Controller’s organisation which does not have any
really useful function today, should be merged with the CIL (Para
18.5.8).

(9) Coal mining can be selectively allowed to State Governments or
Co-operative societies (particularly in hill areas) supported or
sponsored by State Governments (Para 18.6.6).

18. Steel (Chapter 19)
Findings

(a) Although a very large part of the steel output goes to a limited
number of identifiable users, the distribution of steel to the
decentralised sector has so far been uneven and the monitoring of
the control system has not been satisfactory. As a result, black
market premiums have emerged and small users have been at a
disadvantage in the matter of steel supplies.

(b) The tight control kept on the price of steel, statutorily until the
sixties and administratively thereafter, had led to a situation in
which the integrated steel plants have not been able to generate
adequate resources for their own modernisation and expansion.
The expansion of steel capacity required for the development of
the economy, therefore, has to be financed from public savings
which involves a subsidy from the general taxpayer to the user of
the steel and steel products.

(c) Though formal control was given up in the mid-sixties, there has
been a tight administrative control on steel prices, exercised by
Government thereafter.

(d) The experiment at dual pricing as operated in the past, from 1973,
has involved a subsidisation on steel used by the public sector by
other users of steel, and has also encouraged misuse of the
cheaper varieties of steel (like plates).
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(e) There has been tight control over the use of alloy steel and stain-
less steel, by way of highly restrictive policy in the past and a
prohibitive import duty on some categories of stainless steel of
late. This has led to the use of mild steel in lieu of alloy steel in
many engineering industries, to the detriment of the growth of
such industries. ’

(f) The main part of the control mechanism — the Iron and Steel
Controller’s organisation — has lost its utility today, and appears
to be redundant. So are bodies like the Steel Priority Committee
and the Iron Ore Board, all their planning and advisory functions
now properly vesting with the SAIL and the JPC.

Recommendations

(1) The tight administrative control. over steel prices should be
relaxed. Government should- lay down “guidelines indicating the
priority sectors (which should be kept down to a very few, pos-
sibly only Defence needs and export production), the prices to be
charged from the priority sectors, and other relevant parameters.
For the rest, the SAIL should be free to charge prices as per
market demand (Para 19.11.4).

(2) If any department wishes that steel should be made available to
any priority sector at a concessional price, it should subsidise the
use of steel by that sector out of its own budget, so that the costs
and the beneficiaries of the subsidy can be identified (Para
19.11.4).

(3) The present system of distribution has not worked to the ad-
vantage of small scale industries and for the decentralised sector.
The Small Scale Industries Corporations should improve their ef-
ficiency and reduce costs. In any case, the trade would be in a
better position to meet the requirements of the small producer and
the small user of steel, and should be given a bigger role in steel
trade with the safeguard regarding pricing, which would reduce
the possibility of the black marketing in steel (Para 19.7.6).

(4) The import of ferrous scrap shouid be freely permitted under
OGL (Para 19.8.2).

(5) The canalisation of steel import should be continued for bulk
items, and imported and indigenous steel should be pooled and
sold at uniform prices. For all "mismatched” steel sections, free
import should be allowed (Paras 19.11.5 and 19.11.6).
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(6) The complex system of licensing and approvals by the Iron &
Steel Controller in the downstream steel industry may be dis-
pensed with, and the creation of capacity in the steel industry —
other than in respect of integrated steel plants — should follow
the same procedures as for all other industries, namely, there
ought to be a banned list, a free list, and a restricted list to be
licensed on merit (Para 19.9.2).

(7Y The functions of the Iron & Steel Control organisation should be
merged with the SAIL or the JPC, the recommendatory authority
in regard to the capacity being the Technical Wing of the Depart-
ment of Steel. The Steel Priority Committee as well as the Iron
Ore Board could also be wound up (Paras 19.9.2, 19.9.3 and
19.9.5).

19. Non-Ferrous Metals (Chapter 20)
Findings

(a) In the area of non-ferrous metals, apart from formal controls,
there have lately been a number of administrative controls.

(b) Apart from price control, there has been canalisation of import of
major non-ferrous metals, aluminium, copper and zinc all being
so canalised.

(c) Price and distribution control have been applied extensively in
respect of aluminium though other metals have also been subject
to controlled distribution.through-allocations from time to time,
and also to prices determined administratively.

(d) In the policy of price control adopted for non-ferrous metals,
there has been no consistent approach nor any detailed study of
the implications of the controls prior to their being instituted.

(e) In the matter of aluminium, a number of divergent objectives
have shaped policy, the consequences of which have not been
carefully worked out; and similar lack of any consistent long-term
approach has influenced the pricing of copper and zinc.

(f) Copper prices in particular, and also zinc prices have been subject
to considerable speculative fluctuations in the international
markets which have led to similar fluctuations in domestic prices
of these metals, leading in turn to the emergence of speculative
changes in the demand for these metals.

(g) The indigenous cost of production of copper — which is a key
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raw material for a large number of key industries — is sig-
nificantly higher than the world prices owing to the lean grade of
copper ore available in the country.

(h) Some of these industries being capital intensive as wel as power
intensive, there have arisen serious problems in the matter of pric-
ing for new units as also for different units paying widely diver-
gent rates for power.

(i) These metals being of strategic importance, as also basic inputs
for a large number of important industries, there is need to evolve
a policy which would both provide a minimal protection to in-
digenous production for strategic reasons, and also the evolution
of a policy which would both insulate the domestic producer
against international price fluctuations and not raise the general
cost structure too much.

Recommendations
(a) Aluminium

(1) In regard to aluminium, there should be a more realistic system of
power rates for all aluminium smelters which should be based on
the opportunity cost for power and not on the cost of generation
of any one power station feeding a particular smelter; the above
would in turn require price pooling until this major input cost for
all producers is more or less equated (Para 20.2.6.1).

(2) These changes should be made in gradual steps over a period of,
say, five years so as to avoid the shock of sudden change, and to
allow a period of transition (Para 20.2.6.1).

(3) The divergent capital costs of new and old units could be ailowed
by way of excise duty rebates or similar fiscal adjustments (Para
20.2.6.1).

(4) This would enable the price of aluminium to be freed from con-
trol in course of time, so that there is incentive for greater ef-
ficiency of production (Para 20.2.6.1).

(5) In the meantime there should be a uniform pooled price with dif-
ferent retention costs for different units (Para 20.2.6.1).

(6) A buffer stock of, say, approximately 20,000 tonnes (as would
appear on prima facie grounds) of aluminium should also be built
up so that the management of supply could ensure continued
availability of aluminium, and a truly competitive price of
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aluminium could emerge when control is finally lifted (Para
20.2.6.1).

(7) Production control on the quantum of EC grade aluminium to be
produced should continue to ensure availability (Para 20.3.6.1).

(b) Copper

(8) In the case of copper, with the only producing unit in the public
sector having a higher cost of production than imported copper, a
"managed” price should continue (Para 20.3.5.1).

(9) To achieve the above, the canalisation of import of copper —
which has in any case proved to be beneficial — should continue
(Para 20.3.5.1).

(10) In order to ensure a fair price of copper, which can also be sus-
tained, a buffer stock of, say, approximately 30,000 tonnes (as
would appear on prima facie grounds) of copper should also be
built up, taking advantage of downward swings in international
prices for inventory build-up (Para 20.3.5.1).

(11) On the above basis, copper prices should be announced after
pooling the prices of indigenous and imported copper, on an an-
nual basis (Para 20.3.5.1).

(12) There should be suitable price differential between special high
grade electrolytic copper wire bars and ordinary fire refined cop-
per (Para 20.3.5.1).

(¢) Zinc

(13) For zinc there is similar need for managed prices and of pooling
of prices (Para 20.4.5.1).

(14) In pooling zinc prices, however, distinction should only be made
between pricing of zinc based on imported concentrates — which
is normally linked to the international price of zinc — and pricing
of zinc based on indigenous ore mining, and other considerations
should not be brought into play in price determination (Para
204.5.1).

| (15) A buffer stock of, say, approximately 25,000 tonnes (as would
appear on prima facie grounds) of zinc metal should also be built
up, as for other non-ferrous metals, so as to introduce stability in
supply and prices (Para 20.4.5.1).

(16) Canalised import should also continue for zinc for the same
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reasons as for copper (Para 20.4.5.1.).
20. Cement (Chapter 21)
Findings

(a) Price control over cement in the past has been a strong factor in
inhibiting the growth of capacity in the cement industry.

(b) Past control over distribution has given unmerited profit to the
middlemen and even the new system of distribution initiated
recently is not likely to be free from black market transactions in
cement.

(c) There has also been inhibition in regard to creation of capacity in
the cement industry by the large houses and licences have been
given to new parties who have not succeeded in establishing ce-
ment capacity.

(d) Investment by Government in cement industry has also been
limited, and in particular there has not been adequate investment
in cement industry in the deficit areas.

(e) The above has been accentuated by the freight pooling system,
and more particularly, an uniform ex-factory price of cement
throughout the country without reference to the cost of transporta-
tion.

(f) As a result, there has emerged a substantial gap between the
demand for and supply of cement which is currently estimated at
between two to three million tonnes per annum.

(g) Import of cement does not provide a solution because apart from
the high price of imported cement there are limitations even of
port capacity.

(h) One consequence of the controlled price of cement has been the
somewhat profligate use of cement and gradual elimination of
traditional building materials including lime mortar and other
substitutes for cement. ]

(i) The system of controlled price and distribution has inhibited in-
novative changes both in production and marketing techniques in
the cement industry.

(j) There has also been control in the matter of import of new tech-
nology justified on grounds of encouragement of indigenous
research which has held up the possibility of increases in output
with relatively low investment.
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(k) The new system of distribution introduced since October 1978 in
some areas and in January 1979 in some others provides for com-
plete allocation of all concerned by governmental authorities and
is likely to make for further rigidity in the distribution system.

(1) This would already appear to have happened in some of the areas
where it is claimed that the new distribution system has been
working well.

(m) In any case the rigid distribution system can only function in a
regime of scarcity and is unlikely to function when there is no
shortage of cement in the country.

(n) As a result of the control over pricing and distribution of cement,
the large users of cement including those whose requirements
cannot be deemed to be of high priority have got supplies of ce-
ment at concessional prices while cement manufacturers have not
got the benefit of high prices, and black market money has been
made by distributors and middlemen in respect of a substantial
part of cement.

Recommendations

(1) There should be no licensing control in respect of cement expan-
sion (Para 21.2.4).

(2) While price and distribution controls and freight pooling cannot
be given up, differential retention prices should be worked out so
as to encourage the creation of capacity in deficit areas (Paras
21.4.3 and 21.4.4).

(3) A special allowance of atleast Rs. 20 per tonne of cement should
be allowed to producers — increasing the price of cement by Re.
1 per bag — and the proceeds funded, to be released for expan-
sion of the industry (Para 21.8.6).

(4) In the pricing formula, split locations should be encouraged so
that grinding plants can be set-up nearer the consuming centres,
so as to reduce the burden on the transportation system, through
the movement of clinkers in open wagons (Para 21.3.9).

(5) The manufacture of pozzolana cement should be encouraged and
Government departments should be asked to use pozzolana ce-
ment so as to increase the total supply of cement in the country -
(Para 21.8.1).

(6) There should be increased emphasis on setting up capacity for
grinding cement, to be fed initially by imported ¢linkers, which
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Government is already considering (Para 21.8.1).

(7) There should be free import of technology for purposes such as
precalcination of cement with a view to increasing output at mini-
mal investment cost (Para 21.8.5).

(8) Rules regarding building and construction should be changed to
permit construction of building with substitute materials like lime
mortar, and at the same time, the use of cement for ostentatious
and low priority purposes such as the concreting of pavements
and construction of fountains in urban areas shou!d be banned;
also five-star hotels and similar multistoreyed building may be
asked to pay the full import price of cement for their requirements
(Paras 21.8.2 and 21.8.3).

(9) To the extent controls are considered necessary on cement price,
distribution, etc., the same may be exercised under the EC Act in-
stead of the IDR Act (Para 21.4.2).

21. Paper and Newsprint (Chapter 22)
Findings

(a) There are only two controls on the paper industry as of today, one
on percentages of different varieties of cultural papers to be
produced by mills, and the other an "informal” control over the
price and distribution of white printing paper required by the stu-
dent community.

(b) In spite of the paper industry making frequent complaints as to
the rigours of price control it has for some time been making
fairly good profits, and yet there has been no marked investment-
interest in the paper industry.

(c) This has been due partly to the long gestation period of invest-
ment and partly to the requirement of large investment funds for
this industry; at the same time, investment in the paper industry
had suffered because of lack of clarity in licensing policy, a num-
ber of schemes prepared by large houses being rejected.

(d) There has also been evidence of the generation of considerable
black money in the paper industry inspite of there being no price
control over most varieties of paper.

(e) The control.over the distribution of white printing paper has been
weak and both the system of allocation and the system of dis-
tribution have been designed without much thought or pre-
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planning so that the system is open to various leakages.

(f) The informal control over the price of white printing paper — at
Rs. 2750 per tonne — has continued since 1974 without any
change.

(g) There has been inadequate control over and non-observance by
mills of the regulations pertaining to, environmental pollution; the
effluent discharge of the large paper mills continuing to pose a
serious problem of water pollution.

(h) Inadequate thought has been given to the long-term supply of
paper without creating an ecological imbalance through the cut-
ting down of forests, and even short-term export/import policies
in regard to this industry have been ad hoc and not attuned to long
term needs of the industry.

(i) There have been two problems in relation to newsprint control,
first in regard to the tight control exercised over newsprint alloca-
tion, and secondly, in regard to the pricing of newsprint produced
by NEPA Mills.

Recommendations

(1) The control over varietal production imposed on the paper in-
dustry should continue (Para 22.5.5).

(2) There is no justification for any "concessional" (and informally
controlled) price for Government purchase of paper which has in
any case not accrued in practice, and the availability of conces-
sional paper should be limited to-meet the requirements of the
student community (Para 22.4.10).

(3) The present system of allocation of white printing paper for meet-
ing the requirements of student community should be tightened,
and the distribution system in respect of exercise books improved
to avoid leakages (Para 22.4.6).

(4) Regulatory measures on environmental pollution by the paper in-
dustry should be tightened up, and there shouid be stiff penalties
for infringement of the regulations regarding effluent discharge
(Para 22.6.3).

(5) Government should give institutional and other support for the
development of the handmade paper industry and also preferen-
tial treatment for Government purchase of such paper (Para
22.8.1).

(6) There should be no control over newsprint import or allocation,
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and strict regulation of the use of NEPA Mills newsprint should
also be done away with, NEPA Mills being allowed to compete in
the market after imposition of an appropriate duty on imported
newsprint (Para 22.7.5).

22. Rubber (Chapter 23)
Findings

(a) The Rubber Act provides wide ranging powers of control, over all
aspects of rubber, to the Rubber Board.

(b) In the past, rubber prices have been fixed but have generally not
been effective.

(c) Over the past few years, rubber prices have fluctuated widely.

(d) Rubber has been exported over 1976-78 at a loss in order to
prevent a slump in prices, requiring rubber to be now imported to
prevent rubber prices from soaring to artificially high levels.

(e) A cess has been regularly collected from rubber users, but not
fully used for the development of rubber, leaving a large balance
in the cess fund.

Recommendations

(1) A realistic support price should be announced for rubber, on the
basis of independent studies by a body like the Agricultural Prices
Commission or the BICP (Para 23.9.3).

(2) The Rubber Board should enter the market, and purchase and seli
rubber to stabilise the market (Para 23.9.4).

(3) The Rubber Board should immediately set about to build up a
buffer stock of rubber while the size of buffer stock to be
gradually built up should be decided after expert study. On prima
Sfacie grounds, a buffer stock of around 2 months’ requirement, or
around 25000 tonnes of raw rubber, should be built up (Para
23.9.4).

(4) The interest cost of holding an inventory of this size would be a
little more than half of the money collected annually under the
rubber cess, and the financing of the buffer stock of rubber would
be a legitimate charge on the rubber cess (Para 23.9.4).

(5) Regulation of prices of rubber should be exercised effectively,
without a formal control in the above manner, so as to assist the
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sustained growth of rubber plantations as well as rubber using in-
dustries (Para 23.9.3).

23. Gold (Chapter 24)
Findings

(a) Gold control, which was instituted partly to wean the country
away from the gold habit and partly to prevent smuggling of gold
into the country, has not subserved either of the two objectives for
which it had been instituted.

(b) Amendment to gold control made in September, 1963 provided
loopholes for, and later since 1966, permitted the fabrication of
gold jewellery, which defeated the first objective of gold control
indicated earlier.

(c) Smuggling of gold into the country has continued unabated, there
being strong evidence to presume that the current rate of
smuggled gold import into India is at least 50 tonnes per annum,
if not more, other estimates placing the quantum of gold smug-
gling at an annual rate of upto 100 tonnes per annum, which
would indicate that the second objective of goid control has
similarly not been achieved.

(d) At the present international price of gold, the value of smuggled
gold into the country would involve a minimum annual foreign
exchange outgo of Rs. 300 crores.

(e) Since the Indian price of gold is significantly higher, the savings
drain in the economy arising oniy from smuggled gold would be
even higher.

(f) The craze for gold ornaments has been fanned by a number of
other factors and circumstances, an important factor being the
enormous increase in the international price of gold in the last 10
years, from $ 35 per ounce upto March 1968 to something like
$ 238 per ounce by the end of March 1979,

(g) This phenomenal increase in the international price of gold has
occurred partly because of the loss of confidence in reserve cur-
rencies and partly because of the search, on the part of liquid
funds generated after the oil price hike of 1973, for a stable asset
or store of value.

(h) One result of the above development has been that those who
have held gold in the form of gold jewcllery have gained through
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appreciation in the price of gold more than those who have held
other assets which are productive, encouraging the speculative
demand for gold as an asset over and above the normal demand
for gold as jewellery and for other uses.

(i) Since import of gold has not been permitted since 1939, there has
emerged over the years a difference between the international
price of gold and the Indian price of gold, both of which have
moved in more or less a parallel fashion.

(j) The difference between the Indian price of goid and the interna-
tional price of gold has been based partly on the cost of smug-
gling gold, and partly on the facility of foreign exchange payment
for purchase of gold abroad for smuggling into India.

(k) The difference between the Indian and the international price of
gold has of late widened: from approximately Rs. 50 per 10
grams before 1968 to approximately Rs. 90 per 10 grams between
1970 and 1975 to approximately Rs. 180 per 10 grams over 1976
and 1977, and finally to Rs. 280 per 10 grams in the last few
months.

(I) The changes in the broad gap between Indian and international
gold prices upto the third quarter of 1978 may be assumed to
reflect, by and large, an increase in the cost of smuggling, though
the recent sharp increase in the difference appears to reflect a
speculative increase in the price of gold in India.

(m) One factor relevant in this connection is the ease with which the
smuggling of gold can be financed which depends in turn of the
extent to which the exchange rate of the rupee is realistic and ex-
port earnings as well as internal remittances tend to flow through
normal banking channels or seek non-banking channels for fun-
nelling these receipts.

(n) The gold auctions by the Reserve Bank of India during 1978 did
not help to either reduce the price of gold within the country or to
raise the resources expected and had to be abandoned after the
auctioning of the total of around 13 tonnes of gold.

(0) The -international trade in gold jewellery is mainly for jewellery
of 9 t6 14-carats, the emphasis being on latest fashions and
hallmark of quality rather than on the gold content of the
jewellery.

(p) To the extent that gold has been regularly smuggled into the
country in spite of the controls imposed so far, the policy options
are: (i) to permit the free import of gold (subject to an import duty
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calibrated to the cost of smuggling); (ii) to continue to put a blind
eye to the problem of smuggling and to continue with present
policies and only intensify the attempt to check smuggling; or (iii)
to attempt to change the gold habit both for purposes of making
of gold ornaments as well as a form of asset in which to hold
savings.

Recommendations

(1) Gold control should be amended and the manufacture of gold or-
naments above 18-carat purity should be totally prohibited (Para
24.5.9).

(2) To meet the demand for 18-carat gold, Government should import
the required quantum of gold, refine it through the mints and sell
18-carat gold bars freely (Para 24.5.10).

(3) Free import of simple tools and equipment should be permitted to
jewellers in order to facilitate werking with even lower carat
gold, e.g., of 14-carats (Para 24.7.2).

(4) After a few years, when goldsmiths have become attuned to using
equipment for production of jewellery with lower gold content,
there should be a reduction in the purity of gold to 14-carat for
the making of jewellery (Para 24.7.3).

(5) Suitable agencies of the Government like the Hindustan Diamond
Trading Company Ltd. H.D.T.C. and the HHEC should be asked
to organise the production-of gold and studded jewellery for ex-
port by importing modern designs, seeking export orders for the
jewellery so produced, by exhibiting them abroad through the
HDTC and HHEC, and organising production to meet the specific
requirements of the international market, by supplying the
goldsmiths with simple tools and equipment required to fabricate
jewellery with lower gold content (Para 26.6.4).

(6) The Import Replenishment scheme for export of gold jewellery in
its present form should be given up (Para 24.6.4).

(7) Better facilitics to attract the savings of poorer people should be
devised in order to get the people move away from savings in the
form of gold ornaments; such savings should be so devised as to
be simple, productive — that is carry an attractive rate of interest
-— and yet be capable of easy encashment, w1thout difficulty in
time of need (Para 24.7.11).

(8) "Gold bonds" may be revived but with suitable modifications,
with indexation to allow for price changes for gold ornaments of
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higher than 18-carat gold content - subject to a value ceiling —
in order to break the gold habit as a store of value in the country
(Para 24.7.10).

(9) Import of any special tools of trade required by jewellers should
be subsidised (Para 24.6.4).

(10) There is need to provide people with a reliable, profitable semi-
liquid form of asset which can replace gold. One way would be to
allow people to sell gold to the mints (instead of the pawnbrokers
as at present) or other nominated agencies (Para 24.7.4).

24. Decentralised Sector (Chapter 25)
Findings

(a) There is both urgent need and good economic justification for the
promotion of employment oriented production, distribution and
construction methods, which may call for protection and subsidy
to this sector.

(b) In the background of the present divergence between real and
market rates of interest and wages and other disadvantages of the
decentralised sector, and the social subsidy enjoyed today by
large scale industry in urban conglomerates, some part of the
present support or subsidy to the decentralised sector is no more
than the social subsidy at present enjoyed by large scale urban in-
dustry.

(c) The decentralised sector should be defined to cover not only
decentralised production but also decentralised distribution and
construction activity.

(d) Various criteria can be drawn up for identifying specific activities
for which decentralised economic activity would give relatively
the highest output, so as to maximise both employment and out-
put.

(e) The decentralised sector faces a number of problems: (i) unfair
competition from organised industry, (ii} inadequate supply of
raw materials at high prices, (iii) inadequate supply of finance,
(iv) lack of marketing facilities, etc.

(f) The present organisational support for the decentralised sector
suffers from a number of inadequacies.

Recommendations

(1) Although there is a very large list of industries numbering 807
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reserved for "small scale industries” (which are "modern small
scale industries” quite different from village industries), there is a
need for a separate list of reserved items for the decentralised sec-
tor especially for artisans and cottage industry type workers (Para
25.5.1).

(2) To begin with, there is a case for reserving the following types of
production activities for the decentralised sector:

(a)
(b)
©

(d)
(e)

all dhotis and sarees with border (of any kind or width);

all carpet weaving, shawls, and woollen blankets;

certain types of leather and PVC products (including the
stitching of shoes from uppers and sole leather). This policy
has to be integrated with the upgrading of tanning tech-
niques, setting up of common facility centres, training, and
in fact, some sort of "production cooperation" between the
organised and decentralised sectors;

soap, on the basis of supply of "fatty acids” from the or-
ganised sector; and

matches, on the basis of supply of potassium chlorate from
the organised sector (Para 25.5.5).

(3) For adequate supply of raw materials for the decentralised sector,
the Government should ensure that:

(a)

(b)

(c)

a part of the supply of raw materials is available for the
decentralised sector, compulsively if necessary;

the cost of these raw. materials to the decentralised sector is
no higher than to the mill sector through a subsidy, if neces-
sary; and

the quality .of raw materials supplied to the decentralised
sector is not inferior to the quality of raw materials available
to the organised sector, through the imposition of quality
control, laying down of specifications and standards, etc.
(Para 25.3.5).

(4) State or district or local level institutions of repute should stand
guarantee for the production and marketing of the products of the
decentralised sector, so that banking funds can flow without any
ditficulty for the development of this sector (Para 25.3.7).

(5) There should also be a separate list for government and public
sector purchase exclusively from cottage and village industries
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(Para 25.5.2).

(6) In order to give positive encouragement to the decentralised sec-
tor, at least 20 per cent incremental credit to be given by banks
should be reserved for the decentralised sector (Para 25.5.2).

(7) Institutions which can act as a link between the artisans and the
financial institutions purveying credit, should be organised (Para
25.3.10).

(8) Assistance given under various schemes of integrated rural
development (like the MFAL scheme) should be extended for all
types of production in the decentralised sector, and not merely for
two of the 23 industries falling under the purview the KVIC (Para
25.3.8).

(9) In order to protect employment, effort should be made to in-
tegrate private retail distribution into the scheme for public dis-
tribution of essential commodities, to be introduced; and suitable
restraints should be introduced in order to ensure the use of
labour intensive methods in construction activity (Para 25.2.2).

25. Credit Control (Chapter 26)
Findings

(a) Insofar as the DRI scheme is concerned, the subsidy involved in
the grant of concessional finance has in practice set a limit to the
total quantum of credit made available to the small artisans and
the tiny producers.

(b) Selective credit control has not been able to prevent speculative
stock holding in a situation of shortages because of the existence
of non-banking funds.

(c) The term lending institutions cannot, as they are themselves not
prepared to, replace the licensing system which accords priority
for industrial investment.

(d) The grant of concessional finance to large and medium scale in-
dustry by term lending institutions can militate against the objec-
tive of employment-orientation.

(e) There is a paucity of institutions which can act as a bridge be-
tween the lending institutions and the small producer, in par-
ticular the small agriculturist and the cottage industry artisan.

Recommendations

(1) Rather than give only a small part of the requirements of funds
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required by the small producer at a concessional rate of interest,
credit should be made available in adequate volume and with
speed to the small producers, at reasonable commercial interest
rates at which funds are available to the organised sector (Paras
26.3 5 and 26.3.6).

(2) In order to keep up pressure on the lending authorities to extend
credit to the target group, a minimum of 20 per cent of the addi-
tional credit grant should be deployed to the decentralised sector
(Para 26.3.7).

(3) Although selective credit control cannot replace direct physical
control over stocks in a situation of scarcity, it should nonetheless
be used discriminatingly and carefully to ensure that supply of
credit is available in a manner calculated to meet the genuine re-
quirements of trade as may be necessary (Para 26.2.9).

(4) In order to ensure that industrial licensing is able to direct invest-
ment to priority and preferred sectors, there should be greater in-
teraction between the policy-makers and the financial institutions,
and the latter should be represented on the Licensing Committee
(Para 26.4.10).

(5) Concessions on capital for large scale industry should be given
only with very great circumspection and care, so that this policy
does not militate against labour intensive forms of production
(Para26.4.11).

(6) There should be a build-up or strengthening of institutions which
can act as a bridge between the banks and the small borrowers, so
that the requisite: volume of capital can be made available to the
really small producer (Para 26.4.3).

(7) After providing clear guidelines in regard to purposes for which
credit may be given, Reserve Bank approval of loans by
nationalised banks to accounts of more than Rs. 2 crores each
may be dispensed with, and the nationalised banks should be
asked to report regularly as to the status of these large accounts to
the RBI (Para 26.4.5).

26. Price Control (Chapter 27)
Findings

(a) The issues that arise in regard to agricultural prices and prices of
industrial products are somewhat different.
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(b) With agricultural products, the control over prices has not suc-
ceeded in the past, and lately the focus has shifted to the deter-
mination of minimum support prices so as to assure a reasonable
price to the grower.

(c) In agriculture, the management of supply is a function of the
necessary inputs for increasing productivity, of rainfall, and also
of relative prices of competing crops.

(d) For industrial prices the management of supply is partly a func-
tion of plan priorities and plan investments, partly a matter of
private investments which in turn depends on restraints and other
conditions for private investment and also on the pricing policy
for industrial products.

(e) In the past, the fixation of industrial prices has suffered from
diverse lacunae with the result that the supply of most essential
consumer goods, the price of which has generally been regulated,
has persistently fallen short of demand.

Recommendations

(1) In the fixation of agricultural prices, due attention should be paid
to price parties between competing crops (Para 27.2.8). '

(2) In order that a support price policy can succeed, an adequate
buffer stock may be created so that stability of supply is assured
(Para 27.2.7).

(3) The support prices should be announced ahead of sowing and
based on recommendations of an independent jurisdical high
power technical body, and not based on political pressure and in-
fluence, and that for this purpose, the Government should, as a
matter of convention, accept the recommendations of such techni-
cal authorities like the Agricultural Prices Commission and the
Bureau of Industrial Costs and Prices (Para 27.2.8).

(4) In fixing industrial prices, due note should be taken of replace-
ment costs of capital and not merely of historical costs of capital
(Para 27.3.11).

(5) While this is necessary in order to expand industrial output, dis-
tributed profits should be regulated, and if necessary, a part of the
price should be separately funded for replacement, modernisation
and expansion (Para 27.3.13).

(6) In fixing industrial prices, there should be realistic assumption of
capacity utilisation based on past averages of consumption and
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other cost norms; and there should be a suitable escalation clause
of avoid problems arising from lags in price fixation based on his-
torical costs of production (Para 27.3.12).

(7) The price control should be avoided as far as possible and where
resorted to, should be combined with a package of measures cal-
culated to increase supply in the long run (Para 27.3.15).

27. Distribution Control and Buffer Stocks (Chapter 28)
Findings

(a) Control over prices is meaningless without control over distribu-
tion.

(b) Proper distribution control cannot be achieved without an effec-
tive machinery for distribution.

(c) An effective public distribution has been unanimously recom-
mended by all Chief Ministers, on the basis of which Government
has already announced a new policy frame for public distribution.

(d) Such a frame has to start with proper supply management and end
with effectivé monitoring.

(e) The maintenance of an adequate buffer stock of all essential items
is essential in any rational policy of supply management, so as to
provide stability in the supply and prices of all the essential items,
both in the interest of the producers as well as in the interest of
the consumers.

(f) Different States have adopted different, and additional, schemes
for meeting the requirements of the vulnerable sections of the
population.

(g) One of the difficulties of the public distribution system in the past
has been the narrow coverage of items sold from ration shops.

(h) The cost of public distribution has been somewhat higher than the
cost of private distribution partly because of the above, and partly
because of the higher wage, rates and allowances for Government
servants,

(i) Even in Kerala, where the public distribution system has worked
well in the past, the system has been running rather than after the
letting of restrictions on movement control.

Recommendations

(1) The adequacy of supply of essential commodities should be en-
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sured through proper supply management and through operation
of buffer stocks and through well planned imports where neces-
sary. This would be an essential pre-requisite to the success of an
efficient distribution system (Para 28.4.1).

(2) This should be buttressed by adequate storage capacity in far-
flung and hilly areas to ensure adequate supply of the essential
commodities throughout the country and throughout the year
(Para 28.4.10).

(3) Adequate buffer stock should be built up, based on the degree of
fluctuation in the availability of different products and the degree
of stability and protection from fluctuations in availability and
prices that is required (Para 28.4.4).

(4) The costs of buffer stock operations would be a legitimate charge
on the consumers for certain items and on the taxpayer in general
for certain others, as recommended variously in the two Chapters
on Non-Ferrous Metals- and Foodgrains respectively (Para
28.4.4).

(5) As eclectic approach should be adopted and the private distribu-
tion system should be used wherever possible, to function under
strict discipline (Para 28.4.6).

(6) The co-operative form of management should be adopted
wherever possible in order to reduce the cost of distribution (Para
28.4.7).

(7) The public distribution system should be geared to move quickly
into any item in which shortages appear suddenty, for which pur-
pose the distribution system should be in a position to comman-
deer a reasonable part of the supply (Para 28.4.8).

(8) The vulnerable sections of the population, especially those below
the poverty line, should be subsidised through the public distribu-
tion system (Para 28.4.1).

(9) The public distribution system should be made economically vi-
able not only by reduction of the overhead costs but also by ar-
ranging for the supply of a wider variety of essential commodities
than customary; however, it may not be possible to combine all
items to be sold from the same shop (Para 28.4.7).

(10) A proper system of monitoring of the public distribution system
should be adopted, by organising committees of consumers and
citizens at large (Para 28.4.11).

(11) In order that the vulnerable sections of the population can be sup-
plied essential commodities at subsidised rates, a special ration-
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card system should be devised so that the benefit of the sub-
sidised supplies reaches only the target group (Para 28.4.9).

28. Generation of Black Money (Chapter 29)
Findings

(a) The controls have been an important source of black money.

(b) Price control without an adequate machinery for distribution and
speedy arrangement for increasing supplies is potentially a source
of black money generation.

(c) Leakages in the distribution system are another potential source
of black money.

(d) Significant generation of black money has been involved in ce-
ment and paper industries.

(e) Rent control is yet another source of black money generation.

(f) Harassment to the public and petty corruption stem from the large
number of licences required by the small shopkeepers and traders.

Recommendations

(1) To the extent possible, other alternative policies like buffer stock
operations and fiscal policy should be used, and non-discretionary
controls should be imposed (Para 29.2.2).

(2) It would be desirable to have as small a list of restricted items in-
volving individual discretion as may be possible (Para 29.2.2).

(3) There should be suitable monitoring of the control administration
as well as of the working of the controls (Para 29.3.2).

(4) Controls should not be prolonged where leakages and the genera-
tion of black money cannot be prevented (Para 29.3.2).

29. Implementation and Monitoring (Chapter 30)
Findings

(a) The basic requirement of monitoring of controls is an efficient
data system in regard to which, numerous expert bodies have al-
ready made various recommendations.

(b) The efficacy of controls and the monitoring of controls are
closely linked together and depend also on the number of points
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of controls, the possibility of leakage being directly linked to the
number of points of control which need monitoring.

{c) In the matter of distribution control, the control system has to
reach down to a very large area where a public distribution sys-
tem is likely to be useful.

(d) At present consumers are not properly organised and the con-
sumer movement is in its infancy.

(e) This also stems from the fact that the consumers who need
protection also constitute the weakest sections of the society.

(f) At present the chambers of commerce and industry in India do
not adequately represent either manufacturing establishments or
trading units.

(g) Existing chambers act primarily as grievance lobbies to make rep-
resentations to Government and are doing little to regulate the
conduct of their own members with the result that there is
widespread distrust of the -business' community atnong consumers
in general.

Recommendations

(1) On a national level, all controls and subsidies should be
monitored by the Planning Commission in a fnonitoring unit to be
set-up, so that the adjustments required in plans and programmes
as also in the operation of controls can take note of the problems
thrown up by the functioning of the controls (Para 30.6.2).

(2) The monitoring unit in the Planning Commission should function
as a co-ordinating unit for monitoring (Para 30.6.4).

(3) Similar monitoring of controls should be undertaken by State
Planning Boards for the Central as also State level controls and
subsidies are concerned. The actual working of controls imple-
mented by the State Civil Supplies departments should be the spe-
cial concern of State monitoring agencies (Para 30.6.3).

(4) The monitoring of controls and subsidies should be devised on a
multi-level pattern, the primary monitoring agency being the con-
trol authority (Para 30.6.1).

(5) The price and distribution controls can be monitored by develop-
ing a vibrant consumer movement which should be encouraged
and funded by the Government (Para 30.7.3).

(6) The monitoring of price and distribution controls could be made
easier and made more efficient by erganising citizens councils in



144 Committees and Commissions

each area, and to begin with they could be asked to oversee the
functioning and working of fair price shops (Para 30.7.3).

(7) There should be organised effort on the part of the Government to
educate the public and to give wide publicity in regard to the ac-
tual entitlements, so that consumers councils can oversee the
functioning of the distribution system (Para 30.7.3).

(8) The chambers of commerce and industry should undertake volun-
tary regulation of the conduct of their members (Para 30.8.7).

(9) A beginning could be made by attempting, in respect of specified
industries, crafts and trade that membership of a chamber should
be compulsory for all those who participate in that profession,
such chambers being organised at the local level with at least one
chamber in each district and a city and these chambers should be
required to draw up a code of conduct which they would be re-
quired to enforce on all members; they should also be vested with
powers to deregister errant members, (Paras 30.8.7 and 30.8.8).

(10) If the experiment succeeds, the coverage of such compulsory
membership could be extended to other industries, in crafts and
trade so as to ensure voluntary regulation and the observance of a
code of conduct by all members (Para 30.8.8).
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Appointment

Employment Exchanges, in spite of their large network covering the
entire country, have been increasingly unable to meet the expectations
of the millions of job-seekers registering with them every year. There
has also been a growing volume of complaints regarding corruption
and incompetence in their working and criticism has frequently been
made both in and outside legislatures on their unsatisfactory perfor-
mance.

Criticism have been made from time to time regarding the working
of Employment Exchanges. Government are keen to have the various
aspects of the problem comprehensively examined and have, therefore,
decided to set-up a Committee to go into the working of Employment
Exchanges and to suggest suitable remedial measures. Vide Govern-
ment of India in the Ministry of Labour Resolution No. DGET-5(9)/77;
E.E.I. dated March 1, 1978.

Terms of Reference

(i) to study various aspects of employment service with a view to

1. New Delhi, Ministry of Labour, Directorate General of Employment and Training,
1979, p. 222.
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making it more responsive to the changing circumstances and needs
“and to make recommendation there on; .

(ii) to examine nature and scope of complaints of malpractices in
Employment Exchanges and to suggest suitable ways and means to
eradicate them in order to improve the image and efficiency of the
Employment Service;

(iii) to devise and recommend suitable measures and to increase
placement of registrants in Employment Exchanges, both in Govern-
ments (Centre and States) as also public and private sectors, as well as
to secure maximum and effective utilisation of Employment Service by
employer;

(iv) to examine and recommend special steps, if any, to be taken in
the matter of placement services to the disadvantaged and handicapped
sections, such as Scheduled Tribes, minorities physically handicapped,
etc.; '

(v) to examine the possibilities of involvement of Employment
Service for dealing with rural employment problem arising out of the
changed strategies of the Government in giving primacy to the rural
employment problem under the reorientation of planning strategies;

(vi) to prescribe minimum basic norms of the amenities, con-
veniences and welfare measures which are required to be provided at
the Employment Exchanges for the public and to suggest ways and
means for the implementation of the same; and
(vil) to consider any other matter of relevance and to make recom-
mendations thereon.

Contents

Introductory; National Employment Service in India—A Historical
Survey; Complaints about Employment Exchange Organisation;
Multiple Recruiting Agencies; Compulsory Recruitment through
Employment Exchange; Job Development and Public Relations; Rural
Employment; Employment Service to Disadvantaged and Handicapped
persons; Vocational Guidance; Individual Counselling and Employ-
ment Market Information; Research and Staff Training; Centre-State
Collaboration in the Operation of Employment Exchanges; Proposed
Organisation; Summary of main conclusions and recommendations;
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Recommendations

A summary of the main conclusions and recommendations made in the
earlier chapters of this report is given below.

The Committee Recommends

1. Adequate inspection staff should be provided to conduct
regular inspection of Employment Exchanges and to look into com-
plaints. (Para 3.12)

2. The legality and propriety of existing restrictions imposed by
State Governments on registration at Employment Exchanges in each
State should be reviewed and residential restrictions, if any are needed,
should be imposed by Central enactment in accordance with Constitu-
tional provisions. (Para 3.12)

3. Employment Exchanges should be provided with access to
testing facilities at establishments which enjoy public confidence.
(Para 3.12)

4. The accommodation and amenities and communication
facilities available at Employment Exchanges should be improved.
(Para 3.12)

5. The specific recommendations for operational improvement
of the National Employment Service suggested by Study Groups, such
as the one constituted in 1969 by the National Labour Commission,
should be taken up and implemented, wherever necessary, in the
course of the reorganisation and expansion recommended in this
report. (Para 3.12)

6. It is not necessary to ban private recruiting agencies, but there
is need to regulate their operations by means of a statute which should
also prohibit the collection of fees by them from job-seekers. (Para 4.7)

7. The Central and State Governments and their establishments
and undertakings should make the fullest use of Employment Ex-
changes to recruit persons to fill their posts, more particularly posts of
Grades IIT and TV. (Para 4.7)

8. Where they consider it necessary to set-up a special recruit-
ment board for an establishment, the Employment Exchange Organisa-
tion should be closely associated with it as its Secretariat and entrusted
with the task of preparing lists of candidates from the Employment Ex-
change registers, arranged in order of merit on such criteria as the
recruitment board may prescribe. (Para 4.7)
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9. In any State where the bulk of recruitment to Class III and
Class IV posts is carried out by special recruitment boards from the
open market, without making full use of the Employment Exchange
Organisation, Government may consider whether it will be worthwhile
to continue the Employment Exchanges in the concerned States. (Para
4.7)

10. Government should examine whether, in view of the under-
taking to maintain a free public employment service implied in India’s
ratification of I.L..O. Convention No. 88, it is legal or proper for Serv-
ice Commissions and recruiting boards, who select candidates to fill
jobs in the Public Sector, to charge fees from the large number of
people who apply for every job that is advertised. (Para 4.7)

11. Instead of making it compulsory for employers to make ap-
pointments exclusively from panels of names sent by Employment Ex-
changes, employers may be allowed to visit Employment Exchanges,
inspect the registration cards. in the required category and make their
own panels (not necessarily based on date of registration) containing
candidates whom they would like to send for interview, provided they
notify in advance the general scheme of selection, namely the criteria
on the basis of which the selection is to be made. This facility would
apply not only to Clerical and Class IV jobs, but also to all other
categories of jobs for which lists are maintained by the Employment
Exchanges. (Paras 5.7 and 3.12)

12. The legal obligation on both Public and Private Sector
employers to notify vacancies and send periodic returns may continue.
While a new legislation has been.recommended for the purpose of en-
suring full use of Employment Exchanges, it is felt that it need not be
extended at this stage for compelling job-seekers to register themselves
at Employment Exchanges or prohibiting employers from appointing
persons not registered at Employment Exchanges. There seem no jus-
tification to impose on Public Sector Undertakings restrictions from
which similarly situated Private Sector units are free. Both classes of
employers should have full freedom to appoint qualified people ac-
cording to their job requirements and predetermined criteria. They
should first approach the Employment Exchanges where they will have
all the facilities of self-service as suggested in paragraph 5.7 of this
report. In case they do not find any candidates suitable, they should
report this fact to the Employment Exchange concerned and may fill up
the vacancy from other sources, provided they send within seven days
a return in the prescribed form regarding the manner in which the
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vacancy has been filled and the particulars of the person with whom
the vacancy has been filled. If the employers so wish, the Employment
Exchange should issue advertisements on their behalf, scrutinise ap-
plications and assist in conducting tests/interviews. To achieve these
objects, a new Section 4A (Appendix XIII) may be added to the
Employment Exchanges (Compulsory Notification of Vacancies) Act,
1959. This will necessitate deletion of sub-section (2) of Section 3 and
sub-section (4) of Section 4 and amendment in Sections 5 and 7 of the
Act. This will also require a change in the title of the Act so as to be
called, "The National Employment Service Act”. The new legislation
will apply only to Class III and Class IV vacancies. (Para 5.9)

13. Employment Exchange Organisation should do everything
possible to change its public image as a bureaucratic organisation
bound by procedural red-tape. It should develop the image of an
agency which studies the requirements of its employer-clients in the
form of assistance to recruit employees satisfying certain requirements
and try to provide quality service efficiently and promptly. The place-
ment function involves the finding of a suitable job for a given man (or
woman) and a suitable man (or woman) for a given job. Acceptance of
the job or the man should be voluntary for the client job-seeker or
employer. There should be frequent personal contacts between
Employment Exchange Officers and Employers for this purpose.
Similarly, Employment Exchange Officers should meet and advise the
job-seekers about different job requirements and trends in employment
market. (Para 6.6)

14. A full employment policy should aim at filling all stomachs
and not merely keeping all hands busy. The only possible remedy to
rural unemployment and poverty is to create more opportunities for
productive employment to rural workers during non-agricultural
seasons when they are unemployed. The Employment Exchange Or-
ganisation should undertake registration, collection of employment and
unemployment intelligence, dissemination of information and guidance
and thus assist in the creation of off-season employment opportunities
at Block level. (Paras 7.1 and 7.12)

15. The Employment Exchange Organisation should act as an
“early warning device for the organisation of relief works in rural areas
and help in recruiting legal persons to such works during seasons of lo-
cal severe unemployment. (Para 7.12)

16. While the National Sample Survey Organisation may be
charged with quinquennial surveys of employment and unemployment
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to study long-term trends and analytical features, the Employment Ex-
change Organisation should prepare monthly/quarterly reports of the
state of employment/unemployment at State levels to assist employ-
ment planning at those levels; it may also assist the National Sample
Survey in organising its quinquennial employment and unemployment
surveys. (The staff should be temporarily strengthened when such spe-
cial tasks are undertaken). (Para 7.12)

17. The Employment Exchange Organisation should itself under-
take detailed local surveys on unemployment during seasons of severe
unemployment, with the help of additional technical staff sanctioned
for the purpose. (Para 7.12)

18. The Employment Exchange Organisation should not be made
responsible for the management of unemployment cash benefit dis-
bursement schemes introduced by State Governments, although they
will supply such factual information as is available in their records.
(Para 7.12)

19. There is a need to undertake studies to identity various types
of paid employment and self-employment which could be filled by dif-
ferent categories of the handicapped persons and to design special
training and adaptation courses and fixtures and gadgets that could
throw open new vistas of employment to such persons. Self-
employment schemes with public assistance should also be designed
for suitable cases. (Para 8.7)

20. It would be desirable that reservation of jobs for the disadvan-
taged categories of Scheduled Castes, Scheduled Tribes and the Physi-
cally Handicapped are extended to Private Sector also and that the
reservation should be made statutory. A technical difficulty should be
overcome, if necessary, by amending the Constitution to extend the
coverage of Article 31-C to legislation in pursuance of Article 16.
(Para 8.8)

21. Corporate units should be asked to indicate in their statutory
annual reports the exfent to which reservation of jobs for Scheduled
Castes, Scheduled Tribes and the Physically Handicapped has been ful-
filled. Auditors should also be required to comment on this aspect as
part of their social audit in the course of the annual statutory audit.
(Para 8.8)

22. Arrangements for special training should be made for all
categories of posts to the candidates belonging to Scheduled Castes
and Scheduled Tribes, designed to increase their employability on a
competitive basis. Besides, in every Employment Exchange there
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should be a Special Cell to advise the candidates of this category to go
in for trades and vocations in which entry will be easier for them. (Para
8.9)

23. The National Employment Service should assist in im-
plementing any recommendations made by the Special Commission for
Scheduled Castes and Scheduled Tribes in regard to improving
employment opportunities and employability of these persons. (Para
8.9)

24. More Creches and Day-Care Centres for Children and more
Hostels for working girls should be set-up to assist more women to
take up jobs. (Para 8.10)

25. There is also need for more training courses for girls and
women, particularly short-term modular courses which aim at general
competence rather than specialisation in trades such as typing, etc.
(Para 8.10)

26. The cause of women’s employment can be served better by
Government if they pay more attention to expanding training facilities
and job-opportunities for women in occupations and areas where
women would naturally receive more favourable consideration for
employment than by compelling or inducing employers to exclude men
who would otherwise have been preferred by the employers and to ap-
point women in those places. (Para 8.10)

27. Ttis for the Central and State Governments to decide whether
any, reservation of jobs is necessary for any class of persons, e.g.,
minorities and backward classes. No action is due by Employment
Service Organisation till Government decided on who are the
mirorities -and backward classes entitled to such reservation and clear
instructions in conformity with law are issued by Government to public
employers regarding the extent and manner of the reservation; it should
be the responsibility of employing authorities to ensure that their requi-
sitions to Employment Exchanges conform to these instructions. (Para
8.11)

28. The existence of both unfilled jobs and qualified job-seekers
side by side is partly due to unrealistic expectations of both employers
and job-seekers. Both of them should be counselled to temper their ex-
pectations with a realistic awareness of the conditions of the present
day employment market. (Para 9.6)

29. Regular collection of data under Employment Market Infor-
mation Programme should be confined to those establishments only
which fall within the purview of the Employment Exchanges



152 Committees and Commissions

(Compulsory Notification of Vacancies) Act, 1959 and the time of the
staff thus saved should be utilised in keeping the Employers’ Register
comprehensive. The studies in respect of establishments employing 10
to 24 workers in Private Sector need be made only on a biennial basis
and that too on the basis of a limited number of industries or regions
being taken up on each occasion. (Para 9.11)

30. While there is a constant need to educate the employers about
their obligations under the Employment Exchanges (Compulsory
Notification of Vacancies) Act, 1959 through mass media habitual and
incorrigible defaulters should be prosecuted. (Para 9.12)

31. The quality of work and effectiveness of Central supervision
to maintain standards in all States in the fields of Vocational Guidance,
Individual Counselling and Employment Market Information can be
improved if there is more effective inspection and evaluation by the
Directorate General of Employment and Training Organisation. The
exclusion of agriculture and rural sector, which also constitutes a grave
omission, needs to be remedied. These aspects should be taken into ac-
count by the Employment Exchange Organisation in planning its future
work. (Para 9.14)

32. Employment Exchange Organisation should consider
developing a system of monthly labour force reporting in the rural
areas and quarterly labour force reporting in the urban areas and the
substance and form of these reports should be settled in consultation
with the Central Statistical Organisation and improved progressively.
For such a scheme, additional staff would have to be appointed. (Para
9.15)

33. The data collected through Employment Market Information
Programme and the recommended monthly quarterly labour force
reports are of the utmost importance and should be utilised while deter-
mining employment and job-training policies for each area and in
making-policy changes from time to time. The data should also be fed
to Government to assist them in designing projects intended to create
local opportunities for self-employment. (Para 9.15)

34. Every item of research of survey undertaken at the National or
State Directorate’s level should receive the approval of Technical
Committees for Research and Surveys and the design of such items
should also be cleared by technical experts, before resources are allo-
cated to it. The results of the various items of research and survey
should also be discussed by the concerned technical committee with
special reference to the users and the specific uses to which they will
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put the results; abstracts of research and survey results should be suffi-
ciently well circulated for information and utilisation. (Para 10.8)

35. The Central Institute for Research and Training in Employ-
ment Service (CIRTES) should exclusively be made responsible for:

(a) research to develop procedure, technique, methodology, train-
ing material and guidance/selection tests;

(b) surveys/studies;

(c) coordination of work pertaining to research/surveys/studies
done at State level; and

(d) training of officers and supporting staff. (Para 10.10)

36. To have a sufficiently qualified and technically experienced
person to head the Central Institute for Research and Training in
Employment Service, the post of Director, CIRTES should be equated
to that of Director of Employment Exchanges, Directorate General of
Employment and Training. (Para 10.10)

37. To undertake the work of pre-service, in-service and refresher
training of officers and other supporting staff, including Statistical As-
sistants and Clerks, Central Institute for Research and Training in
Employment Service should be set-up Regional Institutes which will
also feed-back material in respect of functional and problem-oriented
research. The Regional Institutes will be under the administrative and
technical control of CIRTES. (Para 10.10)

38. Central Institute for Research and Training in Employment
Service should have hostel facilities and training programmes or-
ganised by the CIRTES should be residential courses for all Officers/
supporting staff deputed for training. (Para 10.10)

39. Modern teaching methods and techniques, including audio-
visual methods, should be used by Central Institute for Research and
Training in Employment Service while imparting training. (Para 10.10)

40. No staff, either at Officer’s level or at other levels, should be
entrusted with the work relating to Employment Exchange/Bureau un-
less and until he/she has undergone pre-service training successfully.
Besides, there should be regular programmes for in-servide and
refresher training. (Para 10.10)

41. Implementation of the recommendations made in this report is
of crucial importance for social and economic development. Therefore,
the strengthening and expansion of the National Employment Service
should be accepted as a Central Plan Scheme during the Sixth Plan and
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the necessary tied funds allocated to it on 100 per cent basis. After the
expansion programme ceases to be a Plan scheme, recurring cost
which will be a part of Non-Plan expenditure will be shared by the
Central and State Governments on 60:40 ratio. Implementation may be
carried out through the State Governments, as in the case of other
schemes of national importance, like the National Highway Scheme.
The disbursement of the Central Grant will, of course, be conditional
on the implementation of the scheme according to guidelines to be
given by the Central Government in consultation with the States.
(Paras 10.10, 12.9 and 12.20)

42. For improving the effectiveness of Central direction, the
Employment Service should be made a National Service and there
should be a separate Ministry of Manpower Planning and Employment
at the Centre (and corresponding Departments in the States) together
with the normal executive field staff or a Directorate General (or a
statutory National Manpower Commission as in the United Kingdom)
which combines both executive and secretariat functions at Govern-
ment level in respect of the subjects concerned. (Paras 12.9 and 12.10)

43. The work of Employment Exchanges should be extended to
rural areas and skeleton staff be provided for this work at the block
level. (Para 12.12)

44. In small and medium district towns, the registration and sub-
mission can be done by Employment Exchange at one place. In large
district towns and metropolitan cities, there could be more than one of-
fice for registration, renewals and vocational guidance to avoid crowd-
ing and inconvenience to the job-seekers, wherever necessary, and the
technical section of the Employment Exchange, dealing with registra-
tion and submission for technical vacancies, should be located in
places where there is high enough concentration of industry, or it could
be located as a separate section in an Industrial Training Institute, so as
to facilitate testing. (Para 12.13)

45. The officer of the Employment Service at district level should
be of Class I status and his scale of pay stepped up on the basis of the
norms suggested in Appendix XII. (Para 12.14)

46. The University Employment Information and Guidance
Bureaux, Special Employment Exchanges and Vocational Rehabilita-
tion Centres for the Physically Handicapped, Coaching-cum-Guidance.
Centres for Scheduled Castes and Scheduled Tribes and Professional
and Executive Employment Offices at State capitals need to be
strengthened and expanded without prejudice to their quality.
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However, the registration of professional and executive types of ap-
plicants may be done at University Employment Information and
Guidance Bureaux, but placement should exclusively be done by the
State Professional and Executive Employment Offices by maintaining
the live register and providing interview facilities to employers at com-
mon central places. (Paras 12.15 and 8.7)

47. In case of Vocational Rehabilitation Centres for the Physi-
cally Handicapped the evaluation and guidance part of their work
should be looked after by the Employment Directorate, but the training
part should be taken care of by the Training Directorate who should
depute Training Instructors and other technical staff for the administra-
tion of the programme. There should be a Committee consisting of rep-
resentatives of Employment and Training Directorates and also of
Medical and Social Organisations which should meet every month and
prepare tailor-made training programmes to meet the needs of in-
dividuals or homogeneous groups of disabled persons. (Para 12.15)

48. Each Vocational Rehabilitation Centre for the Physically
Handicapped should have a hostel with free lodging and boarding
facilities for the clients to stay during evaluation and training. (Para
12.15)

49. The facilities and amenities available at Employment Ex-
changes should be improved and augmented, if the Exchanges are to
function efficiently and smoothly and prove more popular with
employers and workers. The following items deserve special attention:

(i) Standard lay-outs which provide for all essential requirements
of space, including waiting halls for job-seekers and interview
rooms for employers, should be drawn up for Employment Of-
fices with different work-loads by the Directorate General of
Employment and Training. These standards should be kept in
view while hiring or constructing accommodation for Employ-
ment Exchanges;

(ii) The accommodation should have adequate furniture according
to norms to be fixed by the Directorate General of Employment;

(iii) Each District Office should be provided with a Jeep. Field Of-
ficers should be paid a fixed conveyance allowance to be fixed
by the Directorate General of Employment according to State
rules, provided they maintain a scooter and utilise it for visits to
establishments, etc. Provision for loan on easy terms to pur-
chase the scooter should also be made;
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{iv) Office equipment, such as typewriters, duplicators, calculators
and filing cabinets should be provided to the offices as per
norms to be fixed by the Directorate General of Employment;

(v) All State Directorates having live register of over one lakh
many consider the provision of modern data processing
facilities; and

(vi) The quality of staff at higher levels should be upgraded and
work methods and procedure improved.
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Terms of Reference

To enquire into the Collision of No. 7 Down Bombay-Ahmedabad
Janata Express with the rear of No. 537 Down Churchgate—Virar Sub-
urban Train at Km 49/15-16 between Nalgaon and Vasai Road Stations
on the Churchgate—Virar Suburban Section of Western Railway at
about 20.15 hours on April 18, 1978.

I.  Delhi, Controller of Publications, 1983, 31 p.
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Conclusions

54. On careful consideration of the available evidence factual,
material and circumstantial and on the basis of observations and tests
carried out, I have reached the following conclusions:

Cause

(a The Collision of No."7 Down Bembay — Ahmedabad Janata
Express with the rear of No. 537 Down Churchgate—Virar Suburban
train at Km. 49/15-16 between Nalgaon and Vasai Road stations on the
Churchgate—Virar broad gauge suburban section of Western Railway
at about 20.15 hours on 18th April, 1978, was the result of the Express
train being driven past a blank Automatic Signal [No. A 216] into the
section beyond, without requisite care and at such a speed as did not
enable the Driver to stop short of the obstruction.

The rear of the Suburban train had not been protected with
detonators (or a lighted fusee) and its tail lamp had been extinguished
prior to the collision, but its Guard had, after some minutes of stoppage
at that location, switched ‘on’ and ‘off” his rear headlight in the bona
fide belief that this would adequately caution the Express Driver of the
presence of his train ahead.

Responsibility

(b) (i) The Primary responsibility for this accident lies on the
Driver of the Express train who failed to stop at the Automatic Signal
whose light was extinguished and exercise due precautions enjoined by
regulations. He contravened the provisions of General Rules 76, 82,
277, 279 and the Subsidiary Rules framed thereunder — [reproduced in
Annexure-I1V].

(ii) The Assistant Driver should also share some responsibility for
this mishap for his omission to keep a vigilant lookout and advise the
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Driver well in time of the danger signal shown and the obstruction
ahead. The contravened the provisions of General Rule 122
[Reproduced in Annexure-IV].

A brief bio-data of the Driving Crew is at Annexure V1

(ii1) The accident may have been averted or its consequences ren-
dered less severe, had the Suburban train been protected in rear in ac-
cordance with the requirements of General Rule 280. The roles of the
Motorman and Guard of the Suburban train in this connection have
been detailed in para 51-I.

Relief Measures

55. (a) Section I of the Report contains a brief description of
Relief Measures provided. My observations on some major items of
criticism voiced during the Inquiry are at para 53, on which action may
be taken as necessary.

(b) There is little doubt that invaluable services were rendered to
the victims of this accident by fellow commuters, members of the
public living in the neighbourhood, and the railway staff resident in the
proximity who ungrudgingly rushed to the site on coming to know of
the accident [and engaged themselves in providing succour, in a spirit
of anonymity].

The Railway Administration may acknowledge these services and
convey their appreciation inter-alia to:

(i) The Private Doctors from Vasai Road, Virar and Nalla Sopara
who attended to the injured at the station and at site;

(ii) Chief Medical Officer of the Sanjivini Hospital, Virar and his
staff;

(iii) Co-operative Societies of Vasai Road - ‘Sarvodaya
Machhimar Sahakari Society’, Pachu Bandra; Arnala Machhimar Mul-
tipurpose Society; and Pan Marketing Co-operative Society;

(iv) Individuals who (from their evidence) could be deemed to have
rendered great service in rescuing the injured — Shri Albert Micheal
Almeida of Bangli Naka; Shri Marshal 1. Mechado of Jeewan Wadi;
and Shri Sanjay Ambadas Bhavsar of Majlekar Chawl. [The list is ob- -
viously not exhaustivel;

(v) The Railway staff resident in the vicinity who rushed to the
station/site on hearing the news and offered their services — S/Shri A.
Vanderhyde, Senior Electrical Foreman (OHE)/Bombay Central [See
Para 7(b) (ii)], Michael T. Carvelho, Assistant Electrical Foreman
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(TRS), Bandra; B.P. Khaladkar, Divisional Catering Inspector, Bom-
bay Central, and H. Ram Kumar, Commercial Controller, Bombay
Central — to mention only a few who appeared at the Inquiry and ten-
dered evidence. There may be many others meriting appreciation; and

(vi) Dr. MR, Das, Divisional Medical Officer, Valsad, who
alighted at site from No. 24 UP Express and rendered first-aid to many
of the injured under trying circumstances.

Recommendations

56. Five Immediate Recommendations were appended to my
Preliminary Report on this Accident. These have been included in this
Section.

57. The severity of the impact may have been considerably less
and the telescoping possibly avoided had the end coach of No. 537
Down Local train been provided with side buffers. Whereas side buff-
ers exist on the extreme coaches of most Suburban trains, one rake of
1963 Jessops make and 4 of 1951 origin, which have Alliance Couplers
with centre buffers, do not have this provision. It is desired that these 5
rakes on the Western Railway and similar rakes if any, on the Central
Railway be equipped with standard side buffers with suitable centre
couplers, on top priority.

58. The extant designs of Electric Multiple Unit Stock may be
reviewed with a view to improving their crash-worthiness.

59. At present, the headlights as well as the tail lamps in the cabs
of Suburban trains are controlled by a single switch in such a manner
that when one is lit the other is extinguished. Arrangements may be
made urgently to provide separate switches located on opposite sides.

60. (a) This accident underscores the need for evolving without
further delay a more effective last vehicle indication particularly on
Suburban sections where trains follow each other at very close inter-
vals. Towards this end, an additional tail lamp may be provided to
Guards of Suburban trains, either as a fixed installation in the cab or as
a portable one, which could be flashed towards the rear in cases of
stoppage. In this context, the arrangement suggested by the Chief
Electrical Engineer, Western Railway to provide on the end panels of
EMUSs a scotchlite acrylic moulded reflector and a flasher light unit (in
addition to the existing tail lamp) is commended for consideration.

(b) A ‘proving light” may be provided in the cabs of EMUs to indi-
cate to Guards the condition of tail lamps — whether burning or extin-
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guished.

61. Apropos para 7(b) (ii) of the Report, the incidence of paint in
the affected coach getting a flame and starting a minor fire, indicates
the need to ensure the use of only fire retarding/resistant paints of
proper quality in EMUs (and other passenger carrying stock).

62. Since children also travel in Ladies compartments, such com-
partments may be provided in the middle of EMU rakes (as on some
Suburban trains on the Central Railway), instead of at the end (as is
now down on the Western Railway).

63. The feasibility of providing doors in intermediate partitions of
II Class compartments in existing rakes which could be opened by pas-
sengers in an emergency, or even doing away with such partitions, may
be examined.

64. The manufacture of a batch 6 DC EMU rakes with provision
of vestibules on trial basis, vide Railway Board’s O.M. No. 76/Safety
(A&R)/1/4 dated 20th January 1977, may be expedited.

65. Signal posts on the Suoburban sections may be coated with
luminous paint (with alternate stripes of yellow and black) to improve
their visibility during night.

66. The system of surveillance on signalling installations, includ-
ing check on the quality of bulbs and bulb holders needs to be im-
proved to obviate the incidence of blank signals — intermittent and
otherwise.

67. (a) The integrity of signalling installations in the Suburban
sections should be further strengthened by providing throughout ‘red
lamp protection’, ‘cascading facility’ and by replacing 3 aspect Signals
by 4 aspects wherever the inter-signal distance warrants it.

(b) Adverting to Para 41 of the Report, the adequacy of the in-
frastructure available at present for maintenance of installations in the
Suburban section should be reviewed and suitably buttressed with
necessary inputs of additional manpower, means for greater mobility
and communication.

(c) The signalling gear on Suburban sections is put to much more
intensive use than elsewhere. As such, a separate schedule (as distinct
from the one in vogue) needs to be framed for their replacement (on
time-cum-condition basis).

(d) It may be verified if ‘broken rail protection’ is available in the
Automatic Block Territory. If not, means may be adopted to provide
the same.

(e) Location/Relay boxes and signal lamp housings may be ade-
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quately secured and locked to prevent unauthorised access.

68. (a) This accident highlights the need to provide a means of
verbal communication between the passengers and running crew
(Guard and Driver/Motorman) and between the crew, so that pas-
sengers could be alerted to get off the train in an emergency. The
evolution of a suitable Public Address (PA) system for this purpose,
which could be operated either by the Guard or Driver/Motorman, ap-
pears to be a necessity which can no longer be delayed, a beginning
being made the EMUs in the first instance.

(b) Till the evolvement of such PA system is possible, the adoption
of the suggestion made vide Para 29 of my Report on the Accident due
to fire on No. 274 Up Borivli-Churchgate Suburban train which oc-
curred on the Western Railway on 18-10-1975, to provide Guards and
Motorman of Suburban trains with Loudspeakers (which did not find
favour with the Railway Board) appears to merit reconsideration. The
provision, as an alternative, of even a siren may be useful to alert the
commuters in an emergency.

69. The provision of an Automatic Warning System to EMU
trains in the Bombay Suburban sections is an approved work and it is
understood that requisite materials are being collected by the Western
Railway. While it is necessary to push through this work with a greater
degree of urgency, it is essential that the scope of the work is enlarged
to cover, in addition to EMUs; all locomotives running on the Subur-
ban sections. Without this, the purpose of this provision will not be
fully served.

70. The practice of switching ‘on’ and ‘off’ the rear headlight tail
lamp by Guards of Suburban trains as a cautionary indication to a train
in rear, which is not authorised and which under certain circumstances
is likely to cause confusion, may be prohibited.

71. With reference to Para 53 (vi) of the Report, the Railway
Board, had in connection with the Commission’s Report on the Colli-
sion accident at Charni Road station of Western Railway on
13-10-1964, remarked that the Railways were ‘being asked to impress
upon the Traffic Controllers to give intimation of the accidents,to
Power Controllers without delay so that the latter would take necessary
action for switching ‘off’ the power in the affected section’. The omis-
sion to switch off power in the present case up to 23.05 hours may be
probed into and suitable corrective action taken.

72. (a) Considerable concern was expressed in the Press as well
by some witnesses, about the delay in making over the bodies of those
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who died in this accident to their next of kin. Although, this does not
fall strictly within the ambit of their duties, considering the
humanitarian aspect and the moral obligation involved, Railway Ad-
ministrations may in such major accidents detail a Senior Railway Of-
ficer to liaise with the Police and other agencies concerned and help in
expediting the process, so that the relatives of the dead may be saved
from further anguish.

(b) On the same grounds, the Officer so nominated may also render
necessary assistance in finding suitable transport to convey the dead to
the houses of next of kin or burial/cremation grounds as required.

73. A few other cognate matters and suggestions made by the
Public during the Inquiry, have been separately referred to the Railway
Administration.

Railway Board’s Comments on Various Paras of the Report

Para 57 — On Western Railway the end coaches of a rake of 1963
stock have been replaced by MAN coaches having side buffers. As for
the end coaches on 4 rakes of 1951 stock, it has not been found pos-
sible to fit side buffers. However, in consultation with the RDSO, the
rubber sandwich block used on Escorts Schaku coupler is being tried
out.

Para 58 — This has been examined by RDSO and it has been found
that it would not be possible to increase the crash-worthiness of EMU
stock without increase in tare weight and/or reduction in carrying
capacity, as the maximum axle loads for which the EMU coaches have
been designed are already exceeded under actual loading conditions
during peak hours in Bombay area. Further efforts will be called upon

_ to be made by RDSO as a directed effort at weight reduction,

Para 59 — This has been implcmen/ted by the Western Railway.
Necessary instructions on the subject are also being issued to other
railways.

Para 60 (a) — Action is being taken by the railway administration
to provide an additional tail lamp with flashing device as a fixed instal-
lation in the cabs. In regard to a portable lamp to be displayed by the
Guard, re-chargeable battery type lamp of design approved by the
RDSO are being procured and their utility will be assessed.

(b) — It is considered that any circuitry for a ‘proving light’ to indi-
cate the condition of the tail lamp, will involve the risk of failure of the
tail lamp. Aperture has, however, been made in the cassing of the tail
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lamp so that Guard from inside the cab can visually observe whether
the tail lamp is burning or not.

Para 61 — RDSO has been asked to look into it and make suitable
recommendations.

Para 62 — As advised by the Railway, the proposal for shifting the
ladies compartments to the middle of the EMU rakes was examined
earlier in consultation with the Suburban Railway Users Committee,
but the proposal was not found feasible for reasons that the
Motorman/Guard would not be able to keep a watch on these compart-
ments and render assistance in case of an emergency.

It is seen that Chief Commissioner of Railway Safety has accepted
the position explained by the Railway.

Para 63 — The suggestion of the Commissioner of Railway Safety
is being implemented by the Railway progressively as and when
coaches return to shops.

Para 64 — The proposal to build vestibuled EMU trains in the Sub-
urban areas of Bombay, Calcutta and Madras has been carefully con-
sidered by this Ministry. It has been decided not to pursue the matter in
view of the possibility of commuters occupying the vestibuled area due
to overcrowding, and thus proving a source of danger and extreme in-
convenience to the travelling public.

Para 65 — Signal ‘posts are not land marks and even the present
practice of white paint gives enough visibility in the head lights of
locomotives. If {uminous paint is used, too many luminous posts would
be encountered, which would distract the attention of the driver. The
railways are being advised that proper white painting of signal posts is
ensured in automatic signalling territories on Suburban sections.

Para 66 — Instructions have been issued to Western Railway to
provide cascading of Signals in Automatic Signalling Territories, i.c.,
when green bulb fuses, yellow should light and when yellow bulb
fuses, red should light and if red light fuses, the Signal in rear to be
thrown to red, if there is a train in the concerned signalling section.
This would eliminate occurrence of blank signals except in remote
cases where the red lamp of a signal fuses after the train has passed the
signal in rear.

Para 67 (a) — Accepted. The work costing Rs. 22.5 lakhs has al-
ready been approved for execution of blank signal protection. As for
conversion of 3 aspects signalling into 4 aspects signalling, work on a
portion of the section is under completion and the work on the balance
portion would be taken up in due course.
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(b) — A continuous review of the maintenance procedures of
various types of equipments is undertaken and necessary inputs
provided, where required. The railway administration are considering
the proposal of strengthening the maintenance cadre, as necessary.

(c) — The aspect of linking the effective life of signal equipment
with train schedules on time-cum-condition basis has been engaging
the attention of this Ministry for sometime and the matter is under con-
sideration.

(d) — Broken rail protection with the help of track circuit cannot be
guaranteed mainly because track circuit can function through leakage
in ballast even though there is break in rail. Further this is not possible
at all in multiple tracks due to cross bonding.

(e) — Location/relay box is provided not only with inbuilt ‘E’ type
locks but also, depending on the location, with suitable strapping all
round, and in some cases with RCC location huts. While no uniform
policy can be laid down in this regard, strengthening and making the
box pilfer-proof is done depending on the location and incidence of
outside interference.

Para 68 — RDSO has been asked to look into this and make
suitable recommendations.

Para 69 — The work of providing automatic warning system in a
phased manner as per the recommendations of the RAIC-68 is being
progressed with the following priorities.

(a) Suburban sections.
(b) Trunk routes where the speed of trains exceeds 120 kmph
(¢) Other trunk routes and main lines.

At present, the works sanctioned are for Howrah-Mughalsarai and
Mughalsarai-Delhi sections, and for the Suburban sections of Western
and Central Railways.

Para 70 - Instructions have been issued by the Railway to prohibit
the practice of switching ‘on” and ‘off” the rear headlight tail lamp by
Guards of Suburbun trains. Instructions on the subject have been issued
to all the Railways vide letter No. 78/Safety (A&R)/1/3 dated 20-8-79.

Para 71 — The railway administration is being asked to investigate
as to why the power controller was not asked to switch off the power
supply to OHE earlier, and take steps to avoid recurrence thereof.

Para 72 — In this case, the railway administration remained in close
touch with the Civil and other authorities and assisted them in making
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available transport for taking dead to the residences or burial/cremation
grounds, as desired by next of kin. Necessary instructions for making
adequate and prompt relief to the victims of accidents have been issued
vide Board’s circular letter No. 79/Safety (A&R)/5/2 dated 17-10-1979
(copy enclosed).

Relief Measures

Para 55 — The appreciation of the administration has been duly
conveyed to the individuals for rendering invaluable services to the
victims of the accident. Action has also been taken to recognise the
commendable services and action of the railway staff cited by the
Commissioner of Railway Safety.

Para 53 — It is noticed that much of the criticism regarding
relief/rescue operations which appeared in the press in connection with
the accident was not founded on- facts, and that no material complaint
could be found by the Commissioner of Railway Safety regarding
medical attention and relief. Instructions have, however, been issued to
all railways vide Board’s letter No. 66/Safety 1/18/7 dated 29-4-1978
that in Metropolitan cities no time should be lost in summoning the as-
sistance of fire brigades with their salvage equipment.
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Chairman Mr. Bhagwan S. Gidwani
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Shri J.K. Choudhury, Shri S. Ekambaram

Appointment

It will be recalled that Indian Airlines submitted two reports on the
operation of Third Level Air Service. These reports were examined
and submitted to the Minister after certain tentative conclusions were
reached. The Minister had observed that the reports received from In-
dian Airlines are incomplete and many aspects have been left out
which have to be investigated. For this purpose the Minister has
directed that a Committee on Third Level Air Services may be con-
stituted. Therefore, the Government of India, in' the Ministry of
Tourism and Civil Aviation constituted the Committee vide its No. AV
14011/1/77-A dated April 19, 1978.

Terms of Reference

The Committee will examine the two reports regarding Third Level
operations prepared by the Indian Airlines and also the schemes of
operation of such services in other countries and prepare a detailed
Project Report. The Committee would inter alia examine and make
recommendations in respect of the following points:

1.  How should the phasing of the scheme of Third Level opera-
tions be done keeping in view the requirements of different regions,
present traffic, traffic potential, etc., — which places should be taken in

1. New Delhi, Ministry of Tourism and Civil Aviation, 1978, 194 p.
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the first phase for being connected by air services and which should be
taken subsequently and in what order?

2. Out of the various available small aircrafts suitable for Third
Level services, which will be the most suitable from the technical and
economic point of view?

3. Examination of the pros and cons of the following alternatives
for operating the Third Level services with a view to recommending
the one found most suitable for acceptance:

(a) Operation by Indian Airlines;

{b) Operation by a subsidiary of Indian Airlines;

(c) Operation by a separate public sector corporation of the Central
Governments; and

(d) Operation by a Joint Sector Corporation of the Central and the
State Governments concerned.

4.  What should be the administrative structure, rate structure,
pay structure, route pattern, etc., for the proposed Third Level services
so as to ensure their proper operation and also minimise costs and max-
imise revenue?

5. Projections of estimated income expenditure, profit/loss over
the next few years indicating when would the operations break even
(This is on the assumption that in the initial year the Third Level
operations may not be entirely self supporting).

6. Details of the minimum; developmental works required at
aerodromes for Third Level operations, their estimated costs and phas-
ing.

7. Examine whether the Third Level operations can be sub-
sidised by grants from the Civil Aviation Development Fund until such
time they become self-sustaining.

Contents

Note by Chairman of the Committee on Third Level Air Services —
Presentation of Report and a Summary of its findings; Introductory
Aspects — The need for expansion of domestic air network; Operator
of Third Level Air Services; Concessions recommended for Third
Level operations; Administrative Structure and related aspects — Sub-
sidiary of Indian Airlines; Capital cost of the Project; Technical and
economic evaluation of the aircraft of Third Level operations; Projec-
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tions of estimated income, expenditure and profit/loss; Need for repay-
able loans from Government; Phasing of Third Level Operations;
Source of Funds for Third Level activities.

Recommendations
Note by Chairman of the Committee on Third Level Air Services

Presentation of the Report and a Summary of its Findings.

The Committee on Third Level Air Services was appointed by or-
der of the Minister of Tourism and Civil Aviation, communicated to
the members of the Committee on 19th April 1978. A copy of this
communication is attached at Appendix-I to this Chapter, which also
indicates the Terms of Reference of the Committee.

Subsequently, recognising that establishment and growth of Third
_ Level Air Services would have a positive influence on a systematic
programme of manufacture of indigenous aircraft in the country, we
co-opted a representative of Hindustan Aeronautics Limited (Dr. S.M.
Ramachandra, Deputy Chief Design Engineer, HAL) to be associated
with the Committee’s deliberations. Besides, a representative of Air-
India (Major S.G. Srinivasan, Regional Director) was also associated.

4. While the Report speaks for itself and deals exhaustively with
certain aspects, the subsequent Paragraphs in the Chapter are intended
to summarise some of the main decisions taken by the Committee. An
attempt has also been made to explain the method of our approach and
the measure of agreement that' we have reached in respect of those
decisions.

1. The Main Conclusion of the Committee — and the Majority Proposal

5. The main conclusion which the Committee has unanimously
reached is that it is not only practicable but also essential to establish
Third Level Air Services in India on an immediate basis and, to begin
with, at least 50 new population centres (which are specified in the
Report) should be served in the very first phase itself.*

The Committee is also satisfied that the establishment of Third
Level Air Services will eventually be economically viable and will not

* Excluding international tourists.
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impose any burden on the scarce financial resources of either the
Central Government or the States.

6. The Chairman of the Committee and the majority of its mem-
bers have also evolved a specific proposal (see Chapter XI) which will
ensure that neither initially nor at any subsequent stages will the
Government have any responsibility or liability for meeting any expen-
diture for or on behalf of the Third Level Air Services and that these
services will, throughout, remain self-sustaining. Briefly stated, the
majority proposal simply involves raising funds by establishment of
Embarkation Charges within the framework of Aircraft Rules at the
rate of 10 per cent of the fare paid by domestic passengers on Indian
Airlines and ploughing back most of this amount back to Indian Air-
lines for Third Level Air Services to be operated through a subsidiary
organisation. By this means, an amount of about Rs. 143 crores can be
collected over a period of 10 years, enough for the present and future
needs of Third Level Air Services. It has to be recognised that nearly
98 per cent* of Indian Airlines passengers travel on ‘expense account’
or company or government account, and the Chairman’s view sup-
ported by the majority in the Committee was that there is merit in ac-
cepting the principle that the ‘rich. must pay for themselves and to
some extent, for others’. We have of course noted the objections of the
members from Indian Airlines that these charges would restrict their
present and future flexibility for increasing fares. We however, feel
that inasmuch as similar charges-area regular feature in respect of in-
ternational passengers on Air-India and foreign airlines, there is ration-
ale for imposing them on domestic passengers in respect of the twin
objective of establishing Third Level Air Services and improving our
aerodromes and navigational facilities. Besides in so far as the question
of flexibility for increasing fares is concerned, our view is that any
such increase in fares has to be justified independently and separately
on its own merits, quite apart from the question of Embarkation
charges.

In any case, the proposal by the Chairman of the Committee and
the majority emanates from the consideration that there are competing
claims for limited funds that Government has. Although air transport
has an ever-increasing role to play in revitalising economic activity, it
is unlikely that Third Level air services would receive priority over
food, agriculture, health, etc., to permit demands to be made on the
limited resources of the Government to an extent sufficient to meet
their requirement. In a country where the basic wants of people — for
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food, shelter, clothing and employment — have yet to be met, it would
be odd to suggest that Government should allocate its scarce funds for
establishment of air services. It is necessary, therefore, to locate alter-
native sources of these funds. The Chairman and the majority of the
Committee were, therefore, convinced that in order not to burden the
Government the source of funds for these activities should primarily
emanate from affluent users of air transport and that the most ap-
propriate method of financing the project would be by way of introduc-
ing Embarkation Charges. Side by side with it, the proposal by the
Chairman of the Committee and supported by the majority also en-
visages that the Government will be fully absolved of all expenditure
needed in this regard for aerodrome development, provision of com-
munication facilities and other related infrastructural improvements of
ground and air navigational services, needed for Third Level Air Serv-
ices. Besides, by acceptance of this proposal, sufficient funds would be
available for continuous growth of Third Level Air Services, far
beyond the immediate goal of connecting 50 new population centres,
since the Committee is convinced that keeping in view the size of
India’s land area and its outlying territories as also economic, social
and related factors, its present recommendation of serving 50 new
centres represents no more than a modest beginning.

It must be clarified that this majority proposal, while it does not
place any financial burden on public funds, ensures that Government
will have full control over policies and goals in respect of Third Level
Air Services, since the Chairman of the Committee and the majority of
its members are convinced that the task of setting goals and policies
cannot be left merely to those who operate the Third Level Air Serv-
ices.

The Chairman of the Committee and the majority do not agree that
the proposal to raise funds by means of Embarkation Charges in unor-
thodox, considering that the international passengers embarking in In-
dia are subject to such charges and also to the travel tax. In any case,
ultra orthodox methods have not produced for us in the decades gone
by since independence and nationalisation, a network of air services or
aerodromes and related facilities which a country of India’s size and
status should have.

An apprehension was expressed that while Government might not
disapprove the system of Embarkation Charges, it might wish to divert
the funds arising the reform into General funds and not for the benefit
of the Third Level Air Services. The Committee as a whole did not
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share this apprehension — which in any case had been tentatively
voiced — and also felt that such diversion of funds would be unwise in
the interests of the country.

7.  Irrespective of whether the proposal for financing the Third
Level Air Services as evolved by the Chairman of the Committee and
the majority cf its members is accepted, rejected or modified, the Com-
mittee remains unanimous on the need to establish Third Level Air
Services on an immediate basis.

II. Principal objective of the Committee — Economic viability

8. The Committee was unanimously of the view that we should
set up, economically, a strong and viable system of Third Level Air
Services which should adequately respond to consumer demand,
enable long-term market growth ‘and eventually permit profitable
operations by efficient carriers. The Committee recognised that even
far beyond the considerations of economic viability, there are strong
factors which emphasise the need for establishment and development
of Third Level Air Services — and much will be said later in this
Report about those factors. Even so, the Committee felt that factors
which undercut the economic viability of such air services will not
benefit the travelling public or the shippers and will eventually defeat
the programme of development of Third Level Air Services.

The Committee, therefore, concluded that the Third Level Air
Service system should be so established as to respond efficiently to
market conditions and requirements and that it should be provided at
such population centres where substantial potential for air transporta-
tion exists. In short, the strict test of economic viability must be ap-
plied.

It is after having applied this test that the Committee has recom-
mended unanimously that 50 new population centres qualify for estab-
lishment of Third Level Air Services.

III.  Main Consideration before the Committee — Present Unsatisfac-
tory Position of the Domestic Network

9. The Committee noted the unfortunate fact that although
during the period between Independence (1947) and Nationalisation
(1953), the domestic airlines of India were serving 55 points in India,
the present position is that Indian Airlines is serving a total of 61 points
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on its domestic network.

Thus, in the quarter century since Nationalisation, all we have
achieved is the net gain of additional 6 points on the domestic network.

Few countries, if any, of the size of India can be charged with such
slow coverage of the domestic network.

10. This unparalleled stagnation is by no means the fault of Indian
Airlines. Indian Airlines has a proud and enviable record of achieve-
ment. It provides a safe, efficient air transportation system at as low
cost as is economically justified. It has responded effectively to tech-
nological changes and is using the most modern aircraft as far as pos-
sible. It has increased its capacity and frequencies of services. By any
standard, it must be regarded as a successful airline, which apart from
its record of safety and efficiency, is also able to earn profits despite
mounting burdens of excessive fuel costs, sales taxes, landing and
navigational charges.

Still, the fact remains that Indian Airlines’ concentration has been
on an intensive network, covering a limited number of points and that
there has been no worthwhile effort towards an extension of that net-
work.

11. This unfortunate state of affairs has arisen obviously due to an
overemphasis and somewhat total commitment to the guideline
provided for in Section 9 of the Air Corporation Act of 1953 whereby
the airline is to act "so far as may be" on business principles — an in-
struction that has been construed to direct the airline to concentrate on
commercial routes with proven existing traffic or immediate potential
traffic.

Somehow, the foregoing guideline has over-shadowed as impera-
tive — the imperative provided for in Section 7(2)(j) read with Section
7(1) which directed the airline to "take such steps as are calculated to
extend the air transport services, including the development of feeder
services" — a clear cut instruction directing the airline to open up new
routes, cater to new markets and to bring more communities into the
stream of air commerce, thereby extending the air transportation net-
work.

12.  Apart from the consideration that the fleet of Indian Airlines
has been heavily weighted with aircraft types that are not well suited to
economic operation on minor air routes and small aerodromes, the fact
also remains that in order to get a better hearing from the Government
and the necessary sanctions from the Finance and the Planning Com-
mission, the policy in respect of establishing the route network has
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been such that the guideline in Section 9 of the Act has prevailed, in a
large measure, over the imperative of Section 7(2)(j) and accordingly
no emphasis has been given to development of feeder and regional
routes, since the possibility of their being immediately remunerative
was regarded as doubtful.

13. It is not as if all the routes presently served by Indian Airlines
are remunerative, Far from it, many of them, judged individually
without reference to overall utilisation and other factors of inter-
relationship, are losing routes. However, they are there not on account
of any conscious adherence to the imperative of Section 7(2)(j) but due
to other considerations. The original network was inherited by Indian
Airlines from the predecessor companies and except for modest varia-
tions, by and large, the old network pattern has been essentially main-
tained. The few new points that have been added owe their existence to
the fact that they were expected to be immediately remunerative
without the tedious need to experiment or because there were certain
important pressures, not altogether connected with commercial aspects.

Thus, it is that the evolution of the route network has been painfully
slow and from 55 points served prior to Nationalisation, the Indian Air-
lines network today serves 61 points — an addition of 6 points in the
period of two and a half decades. Clearly this is due also to disregard
of Section 7(1) of the Air Corporation Act which suggests that the Cor-
poration is to be regarded as a public utility with the obligation to
secure that air transport services are developed to the best advantage.

14. Tt is not intended to locate any blame for this slow process
with Indian Airlines. The airline has had its compulsions in appearing
before the Finance, Planning Commission and other bodies which of-
ten have to base their judgements on financial aspects and profitability.
Government directors on the airline Board have also almost invariably
adopted the financial yardstick. There has all along been limited, if any
recognition of the fact that the guideline of Section 9 of the Act — "to
act as far as may be on business principles" — is subject and subor-
dinate to the principles of Section 7, and not the other way round. In
any case, an airline by its very nature and particularly when it is mo-
nopolistic, would like to operate for immediate profit as far as possible,
and cannot be expected to set for itself the tasks and goals which Sec-
tion 7 of the Act envisaged, and it was therefore open to Government
to make wider use of its powers under Section 34(2). Government, on
the other hand, while it has given attention, after nationalisation, to ef-
ficiency of the enterprise, economic self-reliance, profitability, im-



in India 1978 175

provements in capacity and frequency, has not been so attentive to ex-
tension of the network to widen the aerial scope of mobility which
would have achieved the goals envisaged in Section 7 of the Act.

Be that as it may, what is clearly necessary is to cure the present
acute stagnation of the aerial network. It is with this in view that the
Committee has suggested that 50 new population centres must be
added to the aerial network, in the first phase itself.

IV. The Need and Rationale for Third Level Air Services

15. The preceding paragraphs spoke of the stagnating aerial net-
work of Indian Airlines and of the need to extend and augment it by
adding 50 population centres in the first phase and many more in the
subsequent phases.

The reasons for such extension of the network are obvious and have
been briefly touched upon in the Report. However we should clarify
that it is not merely to seek an academic adherence to the provisions of
Section 7(1) and 7(2)(j) of the Air Corporation Act, that a large scale
extension of the route network is rendered necessary. The fact is that
the reasons and the rationale which motivated these Sections in the
1953 Act have become so pronounced — even paramount — that the ex-
tension of the domestic air network (and establishment of the Third
Level Air Services to serve such tended network) has become an ines-
capable necessity.

Rising expectations must be regarded as a continuous process in a
developing society — and throughout, this process manifests itself in
every phase of development. Nevertheless, the extent and intensity of
these expectations, ever since the new Governments came into power,
has reached such proportions that it would be unwise to ignore them.
Keeping this aspect in view, it would seem that unless the domestic
aerial network is extended and Third Level Air Services are estab-
lished, the charge will often be often that Indian Airlines represents an
Urban Phenomenon.

The Indian Airlines lives upto the world airline standard is a matter
of some significance for the professionals. As for the rest, they would
naturally like to see that the domestic network is extended beyond the
present thresholds so as to bring the benefits of air transportation to
many more urban and rural communities. Apart from the substantial
economic benefits that such extension of air transportation system will
undoubtedly usher for these communities, one must take into account
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the psychological factor. Transport improvements do achieve a sense
of national purpose through demonstrational methods. There was a
time when even the building of a road for a village came to be regarded
as a symbolic act of some importance and served to alter the attitude of
the villagers towards the Government, giving them a greater sense of
identity. What was true of the village roads then, applies in modern
times to the establishment of air services, particularly in the context of
the emerging hopes that there is to be a fundamental shift in policy
which would call for greater response and sensitiveness to the needs of
smaller communities.

Neither in this Chapter nor in the Report itself, can we attempt to
explain all the benefits that will flow from the establishment of Third
Level Air Services. Limitations of time and space would not permit
such an attempt. But it is clear that the hopes with which the
nationalisation of air transport services was ushered in, have not been
met. It cannot be said that the air transportation system in India has be-
come an integral part of India’s economic and social life. Nor can it be
said to have contributed to national integration by opening up new
areas.

An efficient and extensive air transportation system has always
been recognised as a vital factor in building up and strengthening
political institutions and certainly it helps in bringing about economic
and social integration. It is for this reason that various countries refer
to political cohesion as an objective of air transport policy and regard
an air transportation system as a principal means of achieving national
integration and unity.

16. Tt is not a question only of regional prestige which calls for
the need to establish Third Level Air Services. The fact is that isolation
perpetuates poverty. Access is indispensable to any economic activity.
If we have to redress the unevenness of economic development and lo-
cate economic activity more evenly, obviously there is need to raise the
input of entrepreneurs and enterprises into neglected regions of the
country and also to increase the proportion of output coming from
those regions. Otherwise it would not be easy to achieve the goal of in-
dustrial dispersion and regional economic development. Air Transport
in India can do far more than it has done so far to serve development
programmes. It can carry industrialists and businessmen quickly to
areas presently starved of an airlink and also doctors, medical aid,
government officials and others. It has at times been said that Time is
not of essence in a developing country and that where there is exten-
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sive unemployment or underemployment the time savings merely make
the situation worse. The reverse is true. The time savings for
entrepreneurs and industrialists who wish to develop new markets and
industries in the region are of essence. Stretching the supply of tech-
nicians, movement of raw materials coupled with the need to discover
and exploit natural resources, is yet another example. In fact, even in
respect of shipment of goods time saving is more valuable in the less
developed regions than in the advanced regions, for the simple reason
that cargo tied up in transit is capital and is therefore of particular im-
portance where capital is in short supply. Delay can immobilise a small
scale industry far more. Also, it is clear that in opening up new markets
and expanding the existing markets, time saving should be regarded as
essential to the process of production and distribution, apart from the
fact that transportation of commodities previously sold locally but now
transported to markets where a better price can be obtained, will lead
to definite economic advantages for the rural and regional areas.

Thus, we are satisfied that the establishment and development of
Third Level Air Services will extend the frontiers of employment for
labour, capital and enterprise.

17. Also, it has to be recognised that we have a large body of un-
employed pilots and Aircraft Maintenance Engineers in reserve. They
have spent large sums of money and time in securing these qualifica-
tions but their prospects of obtaining employment are limited. The es-
tablishmient of Third Level Air Services would no doubt help in reliev-
ing unemployment problem of these trained personnel. There is, also, a
larger Issue. For a variety of obvious reasons, India should build up a
large number of trained personnel who should, at the same time, not
find it too difficult to find employment. It is not only a question of
building up our strength for the needs of air transport, of defence and
security but obviously, creation of such reserve power and having it
gainfully employed marks an important phase in the transition from a
developing into a developed state.

18. Summing up, the provision of Third Level Air Services would
serve numerous national objectives and goals and amongst them are,
the regional prestige coupled with economic self-reliance; national
unity, identity had integration; access to previously in accessible areas;
equalisation by locational dispersion including efficient resource al-
location and natural resource discovery and development; development

-and modernisation of skills, industries, agriculture, arts and institutions
in smaller towns and communities; promotion of a high level of in-
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dustrial activity; trade and tourism; national security; swift delivery of
mails, messages and newspapers; movement of raw materials; greater
employment for trained technical personnel and workers in the rural
areas; and besides it will serve many other material and social objec-
tives, making also welfare activities, health services and cultural
amenities available to smaller communities.

What needs to be realised is that countries and regions with low
standards of living are characteristically countries and regions with in-
adequate means of air transportation.

V. Third Level Air Services — A Modest Attempt in the First Phase

19. Having regard to the fact that Indian Airlines is presently
serving only 61 cities and that our proposal aims at adding 50 new
population centres to the existing domestic network in the first phase
itself, it might appear on the face of it that we have something am-
bitious in view. This is not so. In fact, the proposal is extremely modest
as the following aspects will show:

A fleet of 20 small aircraft which may eventuaily be required for
operating the Third Level Air Services in the first phase, involving the
addition of 50 new population centres, would provide approximately
164 million seat Kkilometres as .compared to 4846 million seat
kilometres provided by the existing fleet of the Indian Airlines in
1977-78.

Thus in the first phase of the Third Level Air Services, only about
3.5 per cent of the capacity now generated by the Indian Airlines’ fleet
would be provided.

The capital cost for u fleet of 20 aircraft to serve about 50 new
population ‘centres will be approximately 50 per cent of the cost of
single Boeing 747 aircraft. Or, to put it differently, the cost will be just
about as much as constructing and providing facilities for a single
major domestic aerodrome (non-international).

Even the capital cost, spread over a period of three years for build-
ing aerodromes;- developing infrastructure and providing communica-
tion and navigational facilities to serve these 50 new population centres
would not exceed Rs. 19 crores.

In any case, the new population centres have been selected on the
basis of their immediate traffic potential and the Committee has been
careful to select only such centres which hold a definite promise of be-
coming economically viable.
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Besides, as has already been clarified, at no time, neither initially
nor in the later phases, will Government be called upon to shoulder any
financial burden for the cost of establishing Third Level Air Services
or for building the necessary infrastructure for them, since we have lo-
cated an alternative source for these funds.

The State-wise distribution of the new population centres (next
Section) will also show how little is proposed to be done in the first
phase.

VI. State-wise Distribution of New Population Centres for Third
Level Air Services

20. The State-wise distribution of the population centres which
have been selected unanimously by the Committee is given hereunder:

Andhra Pradesh 1. Amroli
1. Cuddapah 2. -Mithapur
2. Warangal 3. Surat
3. Rajahmundry 4. Kandla
Arunachal Pradesh Haryana
1. Itanagar 1.~ Karnal
2. Along
3. Ziro Himachal Pradesh
4. Passighat L. ~Simla
5. Tezu 2. Kulu
6. Daborijo
Karnataka
Assam 1. Hubli
1. Rupsi 2.  Mysore
3. Raichur
Bihar
1. Gaya Kerala
2. Muzaffarpur 1. Kozhikode (Calicut)
3. Jamshedpur
Lakshadweep
Goa, Daman and Diu 1. Kavaratti
1. Diu
Madhya Pradesh

Gujarat 1. Kanha
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2. Jagdalpur Rajasthan
} T 1.  Ajmer

Maharashtra 2. Jaisalmer

1. Ratnagiri. 3. Bikaner

2. - Kolhapur 4. Kota

3. Nanded 5. AbuRoad
Meghalaya Sikkim

1. Shillong 1.  Gangtok
Mizoram ‘ Tamil Nadu

1. Aizawal 1. Ramanathapuram

2. Thanjavur

Orissa 3.  Tuticorin

1. Pori

2. Rourkela Uttar Pradesh

1.~ Pantnagar

Pondicherry 2. Dehradun

1. Pondicherry

West Bengal

Punjab ' 1. Cooch Behar

1. Ludhiana

2. Jullundur

There are indeed many other places which would eventually qualify
for Third Level Air Services. For the moment, however, the Com-
mittee having gone into the question of competing claims of all the
population centres, recommends the above for inclusion in the first
phase. We fully appreciate that the subsequent phases of the develop-
ment of the Third Level Air Services will have to be far more am-
bitious taking into account not only the success of the first phase but
also our large geographical area, the tempo of economic development
and the need for a dispersal which should be both equitable and
economic.

VII. Operation by a Subsidiary of Indian Airlines

21. Terms of Reference for the Committee required us to examine
alternatives for operating the Third Level Air Services with a view to
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recommending the one found most suitable for acceptance:

(a) Operation by Indian Airlines;

(b) Operation by a subsidiary of Indian Airlines;

(c) Operation by a separate public sector corporation of the
Central Government; and

(d) Operation by a Joint Sector Corporation of the Central and the
State Governments concerned.

The relative merits of entrusting operation of Third Level Air Serv-
ices to Indian Airlines itself or to a subsidiary of Indian Airlines or to a
separate public sector corporation or to a joint sector corporation of the
Central and State Governments were considered in depth by the Com-
mittee and the unanimous conclusion reached by us was that the most
appropriate course of action would be to set up an airline which would
be a subsidiary of Indian Airlines for the operation of Third Level Air
Services, having regard to the attendant circumstances associated with
the proposal and the advantages which the public would derive from
such a project.

22. Amongst the advantages for entrusting this work to the Sub-
sidiary of Indian Airlines, are the following:

— If the establishment of Third Level Air Services is to be
regarded as a continuing and a developing scheme — and we
do so regard it — there will be occasions when some of the
third level routes will come to achieve a higher classification
both in terms of greater traffic demand and the need for bigger
aircraft, requiring possible integration with the routes of In-
dian Airlines. It will be difficult to achieve this kind of im-
provement in_the Third Level Air Services unless there is a
close coordination between Indian Airlines and the new
operator.

—  Implicit in the foregoing also is the consideration that in
several cases, Indian Airlines itself may, with its own fleet, be
called upon to operate some of the routes on behalf of the
Third Level operator or vice versa. It will be easier thereby to
achieve expansion.

—  Advantages of know how, expertise, booking offices, travel
agency connections, telexes and telephones with Indian Air-
lines have, will be a close coordination, be made more easily
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available to the Third Level operator, at incremental cost only.
Such an arrangement can subsist only with a Subsidiary.

—  Wasteful competition would be avoided.

— Indian Airlines would be able to provide better facilities for
training of pilots and technical personnel.

—  There would be maximum utilisation of aircraft and minimum
duplication of workshop facilities and senior staff.

— Indian Airlines will feel greater responsibility to support the
new unit with connections on their own trunk routes, if the
subsidiary relationship is maintained.

—  Investment for Third Level Air Services will be drawn from
the Embarkation Charges collected from Indian Airlines pas-
sengers.

— In any case, with the present development of having one com-
mon Chairman for our two nationalised carriers (Indian Air-
lines and Air-India), we do not see why we should move away
from the concept of coordinated development.

As the final consideration, ‘it must be pointed out that public con-
fidence would be greater if Indian Airlines, with its established image
is entrusted with the task of operating these services through its own
Subsidiary.

23. For these reasons and also taking into account the high costs,
we ruled out the possibility of entrusting the Third Level Air Services
to a separate public sector corporation or to a joint sector corporation
of the Central and State Governments. Also, it is not feasible to recom-
mend that Indian Airlines itself should directly operate these services
because of larger overheads resulting in high costs, accounting
problems and conflict of policy with the possibility of inattention or
indifference to Third Level Air Services.

VIII. Role of Private Enterprise

24. The question relating to the role of private enterprise was not
posed to us specifically and the Terms of Reference required us to con-
sider the alternatives of entrusting the Third Level operations to Indian
Airlines or to a new public sector organisation or to a joint sector Cor-
poration or to a subsidiary of Indian Airlines. Even so, while choosing
the last alternative (Subsidiary), we did consider:
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(i) if private enterprise could be entrusted with the main task of
operation of the Third Level operations, or

(ii) if private enterprise could have an important supplementary
role to play in respect of such operations.

In respect of (i) above, we were unanimously of the view that for
reasons stated in the previous section, the main task of operating Third
Level Air Services would have to be entrusted to a Subsidiary of In-
dian Airlines and not to private enterprise.

While commercial air transport in India owed its initial develop-
ment almost entirely to the initiative, resource and vision of private en-
terprise, the fact remains that ever since nationalisation of scheduled
air transport services in 1953, the role of private operators has been
dwindling and they have almost disappeared from the scene. In the ab-
sence of indigenously produced small aircraft and with the restrictions
imposed on importing aircraft from abroad,. private operators did not
find it possible to operate many feeder routes or even non-scheduled
services, although statutory  provisions exist since long enabling
Government to permit private operators to operate routes not served by
Indian Airlines.

Let us look at the figures of their operations. In 1976, Private
operators carried 9,326 passengers on scheduled and non-scheduled
services, and in 1977, they carried 1,457 passenger, as against over 4
million passengers carried by Indian Airlines on scheduled services.
The activity in respect of non-scheduled air transport by private
operators has almost diet out. How, different was the picture prior to
nationalisation! In 1953, nearly a hundred thousand passengers were
transported by private operators on non-scheduled services alone, rep-
resenting roughly 25 per cent of what they carried on scheduled serv-
ices. Year by year, there has been a noticeable decline in the activities
of the private operators until they have reached a stage that all that they
carried in 1977 were 1,457 passengers. It would, therefore, not be easy
for them to undertake a large scale operation of Third Level Air Serv-
ices. Besides, some of the considerations which weighed in favour of
nationalisation can be said to be valid for application to Third Level
Air Services as well.

Nevertheless, there is no doubt that having regard to the issue at (ii)
above, private enterprise can be utilised to a great extent to serve a sup-
plementary and complementary role even though the main task is to be
entrusted to the Subsidiary of Indian Airlines. Private enterprise had at’
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one time a I¢adership role in the development of domestic air transpor-
tation. If the objective of spreading and expanding the network of air
services in the national interest is to be achieved, the regulatory regime
to be imposed by the Government should be such as to encourage
private enterprise and to give them neccssary incentives for playing the
supplementary role. Often, a private operator can more easily adapt his
air transport product to public demand. A well managed private carrier,
with low overheads, who can flexibly respond to such public demand,
can possibly make a profit and at the same time offer improved serv-
ices at a low cost.

25. There could be a variety of ways in which private enterprise
can, given the necessary incentives, assistant in the task of develop-
ment of Third Level Air Services since, as we have said, in many
cases, privately owned and managed companies could provide efficient
and consumer responsive services. Thus:

— It should be open to private enterprise to continue to operate
on routes not served by Indian Airlines and its Subsidiary.

It is of course recognised that the award of a route carries with
it the responsibility for adequate performance and service.

—  Besides, privately managed companies could also operate cer-
tain Third Level Services by a collaborative arrangements
with or on behalf of Indian Airlines or its Subsidiary. This
collaborative management could take the form of a Charter or
Sub-Charter or even Agency relationship or Associateship.
(An example — though not a strict parallel — of such an ar-
rangement is Air-India’s sub-charters mostly to the Gulf. In
the past, Air-India rarely, if ever, entered into such arrange-
ments with Indian non-Scheduled or private operators. It has
now become a common (feature.)

—  Privately owned and managed companies can enter into ar-
rangements with State Governments, possibly on an agency
basis or otherwise for an intensive network of Third Level Air
Services in their own regions. This will have to be within the
strict framework of the statutory regulations and policy as
promulgated by the Director General of Civil Aviation and it
will need to be ensured that both Indian Airlines and its Sub-
sidiary are kept will into the picture so that on the one hand,
the services of such private carriers are operated with strict
adherence to safety and security and on the other, undercut-
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26.

ting, duplication and wasteful competition is avoided. As has
already been said, our own proposal for the first phase of
Third Level Air Services is so modest that there would not be
too much satisfaction for many State Governments who may
wish to make their own arrangements for establishing such
services. For this purpose, collaborative arrangements with
private operators might be worthwhile on their part and the
routes could accordingly be awarded by Director General of
Civil Aviation if the necessary conditions in respect of such
operations can be met by these operators.

As to the specific incentives for private enterprise, since their

effective participation will be important to the establishment of Third
Level Air Services in the national interest, the following measures
would be worth considering:

Private operators could get the treatment in respect of import
of aircraft and spares as would be accorded to the Subsidiary
of Indian Airlines.

Besides import of aircraft and related equipment, private
operators could also be granted the same concessions by the
Centre and the States in respect of excise duties, sales taxes,
and landing and housing charges.

While there can be no question of giving private operators any
direct financial aid from the Centre, it is felt that if the foreign conces-
sions and facilities are given, the private operator could turn out to be a
significant participant in the Third Level activities.

IX. Concessions for Third Level Air Services

27.

The concessions that we have in view for the Third Level Air

Services are not many.

All we are seeking is that Government should not treat, at least in
the initial stages, these Third Level Air Services as a new course of
revenue. Thus, the concessions that we have in view are:

()

(i)

Exemption from the requirement of D.G.C.A. for paying land-
ing, housing and parking charges and route navigation facility
charges;

Exemption from or reimbursement of sales tax by State
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Governments on fuel and oil uplifted;

(iti) Exemption from or reimbursement of excise duties by Central
Government on fuel and oil uplifted; and

(iv) Exemption from Customs duty by Central Government on
aircraft and spares imported.

Tax holidays are not unknown and are in fact a common feature in
respect of pioneering and developmental activities. In any case, the
concessions that we have suggested do not involve depriving the
Centre or the States of any existing revenue. Nor are we suggesting the
continuance of these concessions for ever. An initial period of ten
years should suffice.

As already stated, these concessions could be made available not
only to the Subsidiary of Indian Airlines but also to Indian Airlines it-
self in respect of its own new Third Level Air Services that they might
introduce as also to private operators who might engage in this activity.

X. Routes for Third Level Air Services

28. While selecting 50 new population centres for the Third Level
Air Services in the first phase, the Committee also gave consideration
to the routes to be operated, the number of aircraft to be based at a par-
ticular central point and aspects related to utilisation of such aircraft.
The Committee’s recommendations are given in Appendix X-A
(Chapter X). It is of course appreciated that several adjustments might
need to be made and the recommendations are therefore tentative since
the operator (Subsidiary of Indian Airlines) will have to take several
factors into account including the need to coordinate the routes and
schedules with the connections provided by Indian Airlines.

The basic consideration, however, which the Committee unani-
mously had in view while determining the table of Routes, was the
commercial viability of the service on that route and its impact on the
total domestic route system.

XI. Choice of Aircraft

29. The Committee is unanimously of the view that we should for
several obvious reasons and in order to achieve economy, go in for a
homogenous fleet of a single type of aircraft. For the moment we will
have to rely on imported aircraft until a stage is reached when an in-
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digenously manufactured aircraft is available.

The Committee also went into the question of the choice of aircraft
with some thoroughness and a co-ordinated study was also carried out
by the Technical Centre of the Civil Aviation Department in conjunc-
tion with Indian Airlines assisted by the Representative of Hindustan
Aeronautics Ltd., and other members of the Committee. This study can
be seen in Chapter VII and the Appendices attached thereto which ex-
cept for the few minor aspects specified therein, have the unanimous
approval of the Committee. Basicaily, this study examines the merits
and demerits of seven different types of small aircraft from the opera-
tional, economic and other related aspects. The study also furnishes an
assessment of the operating cost and estimates of break-even points.

The Committee is of the view that this study would provide con-
siderable assistance for the final selection of aircraft to be used for
Third Level Air Services.

Thus, the Committee itself has not made the final choice of the
aircraft, feeling that it would not be correct to do so on account of the
following considerations:

—  The Committee felt that the final recommendations on its part
to identify and select the aircraft for Third Level, if it leaks
out, would stand in the way of the negotiation of the pricing
formula and other terms and conditions of purchase. For in-
stance, the manufacturer of the aircraft which has been finally
selected by the Committee would be in a stronger bargaining
position and it might also be somewhat embarrassing to the
operator to deviate from the recommendations of the Com-
mittee.

— In any case, such a decision for final selection of aircraft
should rest with the operator and since in this case the opera-
tions would be by the subsidiary of Indian Airlines, there
would naturally be the usual Government scrutiny and
adherence to established procedures at appropriate stage.

For these reasons — but mainly to avoid pressure lobbies and rais-
ing hopes in one direction or the other — the Committee felt justified
in preparing a detailed study in respect of several aircraft but has not
considered it fit to saddle the operator with the final recommendations.
Incidentaily, the Managing Director of Indian Airlines had also sug-
gested to the Chairman of the Committee that it was the view of Indian
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Airlines that the final evaluation of aircraft would be premature at this
stage and would need to be undertaken by the designated operator.

X1I. Effect on Indigenous Production of Aircraft

30. A systematic programme of establishment of Third Level Air
Services which has been proposed in the Report will certainly have a
positive impact on accelerating the development of indigenous produc-
tion of aircraft, with all its consequential advantages for the country.
We have been assured by H.A.L. that they have the capacity and plans
to produce a suitable aircraft for Third Level Air Services within the
period of next few years. This must be regarded as a happy develop-
ment, since apart from the other obvious advantages of manufacture of
indigenous aircraft, it will also accelerate the expansion of Third Level
Air Services in India.

X1l Integrated Development

31. Obviously, the establishment and growth of Third Level Air
Services cannot be considered in isolation from the problem of in-
frastructural development at our aerodromes. A safe and efficient sys-
tem of airports, airways, ground equipment, navigational and com-
munication facilities has to be provided.

In the past, there has been some lack of co-ordination in the sense
that at times when Indian Airlines charged their schedules or par-
ticularly when they introduced the Airbus, its impact on the cost of
aerodrome development was not considered simultaneously. In the
case of an extensive system of Third Level Air Services, it would be
worthwhile to evolve measures for greater co-ordination so that an in-
tegrated approach is achieved.

It is with this mainly in view that the Committee gave consideration
to the cost and scheduled of the infrastructural development for making
the 50 new population centres that have been proposed. The total cost,
including construction of some new aerodromes and provision of com-
munication and navigational aids, will come to Rs. 18 crores spread
over a period of three years. This cost, as has already been pointed out,
will be met from the Embarkation Charges, within the framework of
Aircraft Rules, 1937.

In so far as the time schedule is concerned, out of the 50 population
centres which we have selected for linkage by Third Level operations,
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services to 40 of them can begin within a period of one year, the
remaining 10 Centres where new aerodromes have to be constructed
will take somewhat longer.

XIV. Area of Agreement

32. Most of the decisions of the Committee have been unanimous.
The only major point on which there has been a difference of opinion
relates to financing of Third Level Air Services in respect of which
members from Indian Airlines felt that the Embarkation Charges did
not represent the appropriate method of financing. This difference of
opinion has been explained in Section (I) above of this Chapter and
Chapter XI of the Report.

(In parenthesis, it must be mentioned that the DGCA is in any case
thinking of imposing embarkation charges in respect of Indian Airlines
domestic passengers even if the proposal for the Third Level Air Serv-
ices does not materialise. It is possible that the scale of those charges
might be slightly lower if the proposal for Third Level is scrapped.
However, the question of imposing Embarkation Charges has arisen in
DGCA’s mind not because of the proposal for Third Level Air Serv-
ices alone but on account of the need to recover from users the cost of
services provided. In the Civil Aviation Department, we have taken
certain steps to increase progressively our revenue so as to meet our
increasing commitments for improving facilities at our aerodromes and
in respect of air navigation and communication services. In 1976-77
and in preceding years, the revenue used to be about Rs. 3 crores per
annum. Due to certain recent measures, it has been possible to increase
that revenue with effect from last ear from Rs. 3 crores per year to Rs.
20 crores per year. This amount is hardly sufficient to meet our rising
commitments and in any case in order that the Seventh Five-Year Plan
in respect of Civil Aviation should be self-sustaining, the Embarkation
Charges will have to be imposed well ahead of it).

33. Besides the foregoing difference of opinion, the only aspects
on which the Chairman and the majority of the Committee differed
with representatives of Indian Airlines were the following:

(1) Depreciation: The majority view was that the depreciation
should be based on 15 years life for an aircraft keeping in view an an-
nual utilisation of 2000 hours while Indian Airlines felt that a life-span
of 10 years economic life should be provided for purposes of deprecia-



190 Committees and Commissions

tion, having regard to high landing cycles and several important related
aspects. The other members did not agree with this view, for the fol-
lowing reasons:

— Indian Airlines themselves provide for 15 years depreciation
for Airbus.

—  Air-India provides for 15 years depreciation.

—  Manufacturers’ view on the small aircraft is that 15 years life
should be expected.

— A lesser life expectancy based on "obsolescence concept” is
not realistic under Indian conditions.

(2) Hull insurance: While the majority view was that provision
for Hull insurance should be at 3 per cent, Indian Airlines felt that it
should be at the rate of 5 per cent. ' The majority noted that Hull in-
surance made by Air-India and Indian Airlines for different types of
imported aircraft varied from 0.80 per cent and above and that it is not
unusual in unprofitable years for an airline even to resort to selfin-
surance for "Hull".

(3) Spares: Indian Airlines felt that spares support should be
taken at 15 per cent of the fly-away price of the aircraft. The view of
the other members constituting the majority was that if not more than
one type of aircraft was used in the Third Level operations, there
would be a homogenous fleet and the need for spare support could then
be reduced to 10 per cent, since the manufacturers’ view also lends
support to provision of spare support at the rate of 10 per cent.

(4) Spare engines: Primarily based on the view given by the
manufacturers, and on the basis of the view expressed by the represen-
tative from the Hindustan Aeronautics Limited, the members of the
Committee other than from Indian Airlines, felt that the number of
spare engines and propellers should be 25 per cent of the installed en-
gines and propellers, though members from Indian Airlines thought
that the principle should be based on a minimum of 35 per cent of the
installed engines and propellers.

However, the foregoing are not such major or serious differences
and even assuming that the views of Indian Airlines are accepted sub-
stantially, the impact on the cost of operations would not be so sig-
nificant and all it would mean is that the break-even point would be
shifted somewhat.
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(XV) Presentation of the Report

34. While presenting of the Report, I should particularly like to
thank Indian Airlines for their assistance. The Committee was able to
draw much from the material already submitted by them in their two
earlier reports on Third Level Air Services. Besides, the member from
the Indian Airlines on the Committee — Shri G.D. Mathur, Deputy
Managing Director, along with Shri J.K. Choudhury, Planning
Manager and other officers of Indian Airlines prepared several studies
based on which we have identified the 50 new population centres
which should be served in the first phase. Our estimates of the cost of
the Third Level Project assessments in respect of aircraft and the ad-
ministrative structure of the Subsidiary airline are also based on these
studies. Among the officers of the Indian Airlines who helped us in
preparation of these studies are Capt. R.K. Sen, Shri V.D. Ganguli, Dr.
G.K. Agarwal and Shri M.S. Balakrishna.

The Committee received tremendous help from Shri K.B. Ganesan,
Head of the Technical Centre of the Civil Aviation Department and
from Shri P.R. Chandrasekhar, Director of Research and Development
and Shri R. Saha, Scientific Officer. I must also mention the valuable
contribution by Dr. S.M. Ramachandra, Deputy Chief Design Engineer
of the Hindustan Aeronautics Limited and Major S.G. Srinivasan,
Regional Director, Air-India.

The Committee is particularly thankful to Shri LR. Menon, Deputy
Director of Regulations and Information who took upon himself or-
ganisational and secretarial burdens of the Committee including the
preparation of preliminary drafts.

Particularly I must thank each and every members of the Com-
mittee. It is due to their extraordinary zeal and co-operation that this
Report has been prepared within the period of three months allotted to
the Committee.
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Appointment

In view of the socio-economic changes that have taken place in the
country during the past decade on the new priorities and objectives set
out in the Draft 1978-83 Plan, the Planning Commission have decided
to set-up a high-level Committee to formulate a national transport
policy tailored to meeting the new plan priorities. The policy approved
by Government will serve as basis for developing a transportation sys-
tem for meeting the transport requirements of the communities as also
of agriculture, industry and trade at the minimum social cost. The
Government of India Planning Commission appointed the National
Transport Policy Committee vide Resolution No. T & C/3(15)/77 dated
April 26, 1978.

Terms of Reference

(1) To propose a comprehensive national transport policy for the
country for the next decade or so, keeping in view the objectives and
priorities set out in the Five-Year Plan. In formulating such a policy,
the Committee will:

(a) to recommend an optional inter-modal mix of different systems

1. Delhi, Controller of Publication, 1980, 393 p.
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and also suggest appropriate technical choices within each
system, keeping in view the need to generate maximum
employment potential; and

(b) to suggest organisational, administrative, fiscal and legal
measures required for planning, implementing, monitoring and
evaluating programmes forinulated for giving effect to relevant
components of the national transport policy by the Central and
State Government and major transport agencies at both the Na-
tional, State and local levels.

(2) To identify the areas in which the data base of the transport
system should be strengthened in order to be able to formulate in-
tegrated transport plans, and to suggest procedures and methodologies
for formulating and appraising such plans at the Central, State, District
and Block Level.

(3) To recommend areas in which research and development in
the transport field should  be undertaken and the institutional
framework for carrying it out.

(4) To suggest measures for improving training facilities in
transport planning and management.

(5) To recommend any other measures which the Committee may
consider relevant in relation to items (1) to (4) above.

Contents

Introduction; Objectives of National Transport Policy — Main issues;
Transport Development in India — A Review; Determination of Op-
timal Inter-Modal Mix; Taxation, Pricing and Subsidy; Freight
Equalisation; Machinery for Transport Co-ordination; Transport Plan-
ning and Data Base; Transport Research and Training; Railways; Road
Development; Road Transport; Urban Transport; Air Transport; Coas-
tal Shipping; Inland Water Transport; Ports and Harbours; Ropeways
and Pipelines; Conclusion; Note of Dissent by Dr. F.P. Antia, Member:
Comments on the Note of Dissent; Summary ol Recommendations;
Appendices.

Recommendations
Objectives of National Transport Policy

1. Long gestation periods are invoived in building up transport
capacity. A long-term view has, therefore, to e taken and funds allo-

cated for creating transport capacity anead of demand. (Paras 1.15 and
1.5.5)
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2. Passenger transport should be given adequate attention to im-
prove travel conditions. (Para 1.2.2)

3. Attention must be given to transport needs of rural areas
together with inter-urban and intra-urban passenger travel of an essen-
tial character. (Para 1.2.3)

4. When planning new transport facilities it is essential to ensure
a realistic appraisal of traffic demand. Efforts should be made to
reduce delays in planning and execution of transport projects. (Paras
1.41 & 1.4.2)

S.  Transport is an essential element of an integrated plan for area
development. Inadequacy of transport may at times serve as an inhibit-
ing factor in the development process. (Para 1.5.4)

6. The issues to be considered in evolving an integrated
framework for transport policy are determination of the size of total
transport investment, distribution of these resources between various
transport modes and the fixation of tariffs for transport services. (Para
1.6.1)

7. Transport should be included in the priority sector for deter-
mination of interse priorities for the plan. The allocation of funds to the
transport sector has perforce to be larger than of those sectors where
the incidence of lumpiness of investment is not so heavy. (Para 1.6.2)

8. There has been a progressive decline in the share of transport
in the total plan outlay, and if this trend continues, it could damage the
nation’s economy. There is also-need for maximum economic use of
all available capacities in the transport system. (Para 1.6.6)

9. Investment policy for an optimal inter-modal mix should be
based on comparative resource cost analysis of various transport
modes. Transport investment decision should also take into account so-
cial costs such as caused by congestion, pollution, accidents and noise.
(Paras 1.7.1 to 1.7.3)

10. Every transport undertaking should at least, cover its short run
operating costs. Attempts should be made to avoid subsidies unless
there are weighty considerations for their retention on social grounds in
which case they should be direct. (Paras 1.8.2 and 1.8.3)

11. Transport agencies should be given freedom to fix their own
fares and freight rates on the basis of their cost so long as they do not
violate the broad pricing guidelines set by the Government. (Para
1.8.5)

12. Energy conservation should be the over-riding consideration
in determining an optimal mix of our future transport system.
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(Para 1.9.1)

13. Impact of environmental objectives on transport should be
considered. Sound traffic management and effective land-use policy
can help in reducing the adverse effect of environmental pollution and
hazards. (Paras 1.10.1 and 1.10.2).

Transport Development in India—A Review

1. Railways and roads have been the principal modes of
transport. In 1950-78, passenger traffic increased from 66.5 to 177 b.
pkms. and freight traffic from 44 to 163 b. tkms. by rail. On roads, it is
estimated that in the same period passenger traffic increased from 23 to
250b. pkms. and freight from 5.5 to 77 b. pkms. (Paras 2.3.3 and
2.3.10)

2. A significant development is the marked shift in the relative
share of rail and road transport in the total traffic carried. The share of
road transport in both passenger and goods traffic increased at a much
faster rate than of railways, although 'in absolute terms, traffic in-
creased substantially on both the modes. (Para 2.5.1)

3. Despite continuous efforts made since 1951 to augment the
capacity of various modes of transport, the transport sector has
generally experienced bottlenecks and capacity shortages. The im-
balances between the demand, and supply of transport facilities has ad-
versely affected the smooth functioning of the economy. (Para 2.5.5)

4. The imbalances underline the need for creating transport
capacity ahead of traffic demand, so that some cushion in the system
exists to meet unexpected spurts or shifts in transport requirements.

Determination of Optimal Inter-Modal Mix

1.  For determining an optimal inter-modal mix the resource cost
analysis of the main transport modes should be considered. The policy
aim should be to create a transport system which provides service at
the least resource cost to society. (Paras 3.3.2 and 3.1.4)

2. The role of employment generation in determining an optimal
inter-modal mix is minimal. (Para 3.1.5)

3. Energy conservation should be given the over-riding con-
sideration in determining inter-modal mix. The energy efficient modes
should have a bigger role to play in future. (Para 3.1.9)

4., Movement of commodities are generally economical by road
for shorter distances up to 300-350 kms., beyond this range, cost ad-
vantage lies with the railways. (Para 3.2.15)
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5.  Movement by block loads are more economic than movement
in wagon loads by railways. Break-even points of distance over which
rail transport becomes economical reduce further with an increase in
the price of diesel and with better utilisation of capacity. (Para 3.2.13)

6. Rail passenger resource costs are higher than those of high-
way transport although if value on time saving, comfort and con-
venience are made, cost advantage would be in favour of railways for
long distance movements. (Para 3.2.20)

7. Total passenger traffic is expected to increase to about 1344 b.
pkms. by 2000 A.D. Road transport’s share will continue at about 60
per cent and it would be 800 b. pkms. Rail share would be 520 b. pkms.
Air transport’s share at under 2 per cent would be 23.6. b. pkms. (Para
3.5.11)

8. At the present price of diesel and its consequential impact in
break-even levels and assuming a shift to rail of only 50 per cent of
traffic moving by road beyond break-even levels, the share of rail and
road in freight traffic changes from 67:33 observed in the past ten
years to 72:28. The share of railways would increase further with a rise
in diesel prices and if the assumed share of shiftable traffic is increased
in favour of rail. (Para 3.7.1)

9. Total freight traffic is estimated to increased to 550 b. tonne-
kms. by the turn of the century. In the suggested inter-modal mix rail-
ways will be expected to carry 468 b. tonne-kms. and road transport
182 b. tonne-kms. in 2000 A.D. (Para 3.7.2)

10. Rail and road transport would require annually 14.7 m. tonnes
of diesel in 2000 A.D. At current prices (dollar 30 per barrel) this will
cost about Rs. 2800 crores. The projections for diesel given by the
Working Group on Energy Policy for 2000 A.D. are 33 m. tonnes at
reference level and 23 m tonnes at optimal level forecasts. In com-
parison with these estimates, the savings would amount to over Rs.
3500 crores per annum in relation to the reference level and Rs. 1650
crores in relation to optimal level forecasts. (Para 3.7.5)

11. A major break-through in technology in the foreseeable future
to replace petroleum products for traction in the transport sector is not
yet visible. The requirement estimated is the minimum which must be
met on priority basis. (Para 3.7.6)

12. Government should try to change the inter-modal mix in the
desired direction, through investment and pricing mechanism rather
than through regulation and physical control. (Para 7.7.7)
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Taxation, Pricing and Subsidy

1. Taxation in transport has three broad functions : as a user
price in lieu of service provided, as part of general revenue collection
and as a shadow price for scarce resources used. Taxation and pricing
policies should maximise generation of internal resources. (Paras 4.1.1
and 4.1.2)

2. Generally, transport services should cover their short-run mar-
ginal costs. Large-scale investment in transport projects which are not
economically viable on a long-term basis and do not cover the oppor-
tunity cost of capital should not generally be undertaken. Surpluses
generated by any transport service should accrue to the national pool of
investible resources rather than to its own account separately. While
there is no need for any general subsidy in transport sector, there is on
objection to cross-subsidization to a limited extent. (Para 4.1 3)

3.  Fuel taxation should not only serve as a means of raising
revenue, but also as a shadow price for ensuring socially efficient use
of this scarce resource. (Para 4.1.5)

4. Railway fare and freight structure need to be revised to bring
it in line with costs and to correct anomalies and undesirable subsidies.
(Paras 4.1.6 and 4.2.2)

5. The railways have been incurring losses on sub-urban systems
on account of concessional monthly season tickets even after the up-
ward revision of fares made in April, 1979. These fares should be fur-
ther raised to wipe off the losses to enable the railways to provide bet-
ter services. (Para 4.2.3)

6. The railways charge lower freight rates than their costs for
certain commodities of mass consumption as a part of their social
obligation and incur losses. About 50 per cent of these losses are on
account of foodgrains. Since the influence of transport costs on their
prices is marginal, the economics of "cost-plus” basis of fixing rail
freight rates for these commodities may be examined in greater detail
by the Rail Tariff Enquiry Committee. (Para 4.2.5)

7.  The location of the North Eastern region, now linked with the
rest of the country through a longer route, should not put people of that
area to a disadvantage. A suitable freight policy needs to be devised for
this region. (Para 4.2.6)

8. Indian Airlines should enjoy appropriate freedom and
flexibility for suitably revising and adjusting its fare structure to meet
costs and generate maximum internal surpluses. (Para 4.3.2)

9. There is hardly any evidence to show that the overall tax-
burden on the road transport industry is heavy to inequitous or it has
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adversely affected the industry. While the contention that total tax
raised from any source should be spent on that source is not tenable,
taxes paid by road users as a whole bear a close relationship to public
expenditure on road construction and maintenance. (Paras 4.4.3 and
4.4.4)

10. There is considerable scope for and urgent need to reduce the
multiplicity of road transport taxes, rationalise the rate structure,
simplify the methods of assessment and centralise collection for
smooth inter-State road movements. Tax structure should have uniform
basic rates between States so that the incidence of taxation, at least be-
tween neighbouring States, is comparable. (Paras 4.4.5 to 4.4.7)

11.. Passenger and goods taxes need to be integrated with the
motor vehicles tax and collected at a flat rate and at a single point (as is
already done in some States) rather than vehicle-wise and as a percent-
age of fare in case of passenger buses. (Para 4.4.8)

12. There is no justification for charging a uniform composite fee
of Rs. 700 for national and zonal permits. These permits should be
issued liberally but full fee applicable to each of the States to which
they relate, should be charged at a single point in the home State.
(Paras 4.4.9 and 4.4.10)

13. In the interest of smooth inter-State road transport and for
reducing wide disparity in taxation as between States, Centre may con-
sider the desirability of introducing a suitable legislation. (Para 4.4.12)

14. There is need for adjusting excise duty on diesel so as to
reflect its true cost to the economy. (Para 4.4.13)

15. Fares of public sector road transport undertakings often do not
cover short-term marginal costs. These should be revised and brought
in line with the cost-structure except in certain special cases where, if
necessary, a direct exchequer subsidy may be provided. (Paras 4.4.14
and 4.4.15)

16. Octroi should be abolished in stages starting with small
localities of say 25,000 population or less. While this is primarily the
responsibility of the State Governments, Centre should use its per-
suasive powers and encourage the States to abolish octroi even by ex-
tending financial assistance to them. (Para 4.5.6)

Freight Equalisation

1. Freight equalisation is not the only instrument to achieve
balance regional development. Other measures such as licensing
policy, appropriate fiscal and credit facilities, provision of essential in-
frastructure are also equally important. (Para 5.2.4)
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2.  The beneficial effect in terms of regional dispersal as a result
of freight equalisation was more than offset by increase in real
transport costs. (Para 5.3.2)

3. Freight equalisation has had little effect on generating
employment activity in backward regions. There is a case for phasing
out existing freight equalisation scheme. (Para 5.3.3)

4. - For commodities of mass consumption freight equalisation
will not make a significant difference in the final price paid by the con-
sumer. This can be better achieved through a comprehensive distribu-
tion system. (Paras 5.4.3 and 5.5.2)

Machinery for Transport Co-ordination

1. The purpose of transport co-ordination is to create technical,
economic and other conditions for allocation of traffic among transport
modes and to help development of transport facilities in each mode in
the required proportion at the least cost to the society. (Para 6.2.1)

2.  Procedures for approval of investment projects are different
for different transport modes and applicable only to Governmental in-
vestment. The criteria for appraising transport projects should be com-
mon irrespective of the mode or agency. (Para 6.2.4)

3. There is need for a centralised pricing authority to recommend
common criteria for fixing fares and freight rates for different transport
modes. The constitution of a National Transport Commission with per-
sons having wide and varied experience is proposed. The three main
functions of coordination—pricing, investment and regulation could be
entrusted to this Commission. (Paras 6.2.7 and 6.3.7)

4, The National Transport Commission could study traffic flows
and demand to frame an appropriate inter-modal transport mix and ex-
amine fiscal and taxation policy, monitor functioning of the transport
system identify imbalances in the availability of services and advise
Central and State Governments in the matter of transport policy. (Para
6.3.6)

5. Similar arrangements are recommended for coordinating
transport policies and programmes at the State and local levels, within
the overall policies prescribed by the Central Government. (Para
6.3.14)

Transport Planning and Data Base

1. Transport Planning requires development of a systematic
methodology for projecting traffic demand and its allocation on the
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basis of resource costs of different modes of transport.. Continuous
research will be required on these aspects in order to improve the
reliability of traffic forecasts. National Transport Commission should
encourage research on methodology of transport planning and ap-
praisal. (Paras 7.2.1 to 7.2.7)

2. Methodology and the framework evolved by RITES for com-
putation of resource costs and compilation of traffic flows are in right
direction. Information on traffic flows and resource costs should be pe-
riodically collected, preferably once in every five years. (Para 7.3.2 to
7.3.5)

3. Transport Projects generally involve large-scale investments
and generate considerable amount of secondary and non-user benefits.
There are also complex problems of quantification of social costs such
as pollution, environmental effects, accidents costs, etc., and other in-
tangibles. These costs and benefits cannot be properly assessed by ap-
plying financial feasibility criteria. Their assessment requires a broader
frame of social-cost benefit analysis. Transport projects in future
should be appraised within such a wider framework. The present ap-
praisal methodology adopted by the Project Appraisal Division of the
Planning Commission is satisfactory for road investment projects but
needs to be strengthened for projects in rail, port and other sectors of
transport which involve large-scale investments. (Paras 7.4.1 to 7.4.10)

Transport Research and Training

1. An inter-disciplinary centre should be set-up to stimulate
research, conduct studies and impart training in transport planning and
management. It should enjoy autonomy on the lines of the Institutes of
Management and Institutes of Technology. (Paras 8.2.1 and 8.2.2)

2. Efforts should be made to encourage research and training at
the universities and other specialised institutions. Necessary financial
support should be provided. (Para 8.2.3)

3. A wing or a unit should be organised as part of the National
Transport Commission to function as a central forum for co-ordinating
the research and development efforts undertaken by different institu-
tions for various modes of transport. This wing should be appropriately
advised by a group of experts. (Para 8.2.5)

Railways .
1. Growth of both passenger and freight traffic on the railways
has been steady, utilisation of assets has improved, density of traffic
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per route km. has increased over the years. There is need to augment
both rolling stock and line capacity to meet the projected demand of
traffic and avoid bottlenecks in the system. (Para 9.2.1 t0 9.4.1)

2. The growth of passenger traffic has been faster than what was
provided for in the successive five year plans. It is necessary to plan
for a realistic growth to meet the requirements of growing population
and of new centres of economic activity. (Para 9.5.3)

3. Railways should not expand their services for short distance
passenger traffic except between pairs of points where the density of
traffic is very high. For short distance traffic, feasibility of introducing
more buses in certain States needs to be explored. (Paras 9.8.1 and
9.8.3)

4.  Railways should increase loading in train loads and running of
point trains to ease pressure on marshalling yards and to improve
wagon turnround. (Para 9.11.3)

5. Railways have lately not been able to meet the demand of
traffic. Freight traffic on railways is likely to grow to over 460 b.tkmns
by 2000 A D. Capacity has to be augmented for handling this traffic.
There should be enough resilience in the system to provide for spurts
of traffic and changes in pattern of movement. (Para 9.14.1)

6. Vigorous steps will be necessary to increase capacity on im-
portant routes. It may be necessary. to plan alternative routes especially
for coal movement to relieve congestion on existing routes. This could
help also in reducing the distance between pairs of points and conse-
quently the transport effort. (Para 9.16.2)

7.  Rationalisation of terminals, mechanisation of loading and un-
loading of bulk goods, running heavier trains from siding to siding,
clubbing of ‘smalls’, creation of dumps for coal, steel, cement and
other commodities needs to be undertaken. (Para 9.16.3)

8.  Coal traffic is likely to grow substantially. It will be necessary
to review coal loading arrangements and pilot working, remodel coal
yards and developments of new ones to enable operation of unit trains.
(Para 9.17.2)

9. Railways should reduce the differential in speeds between
freight trains and mail/express trains to improve line capacity. (Para
9.19.1)

10. Railways should develop containerised traffic and introduce
pigay back system. This would also speed up the movement from one
gauge to another. (Paras 9.20.1 and 9.20.2)

11. With the completion of the microwave network, railways
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should now go in for computerised wagon control and passenger reser-
vations. (Para 9.21.1)

12.  Separate parcel terminals should be planned particularly at
metropolitan cities. Parcel trains could also clear ‘smalls’ traffic. (Para
922.1)

13. Priority should be given to dieselisation of important sections
on metre gauge. Also rolling stock and track structure need to be im-
proved to move heavier trains at faster speeds on meter gauge. (Paras
9.24.3 and 9.24.4)

14. Fast express trains should be introduced between pairs of
points on metre gauge. (Para 9.24.5)

15. Although technological inputs would improve operation of
metre gauge sections, it is necessary to gradually convert to broad
gauge high density freight routes which involve heavy transhipment.
Major ports should be connected by the broad gauge system. (Para
9.24.6).

16. While taking up metre gauge conyersion schemes it should be
ensured that the through link in the all-India network of metre gauge is
not disrupted. (Para 9.24.8)

17. All narrow gauge sections except the central India narrow
gauge system and some narrow gauge hill sections should be closed
down. A system approach should be adopted where their conversion to
either metre gauge or broad gauge may form part of a network and is
justified on traffic potential. (Para 9.25.2)

18. Formation and other permanent assets of these narrow gauge
sections should be handed over free to State Governments. However,
before closing, it should be ensured that adequate and efficient road
transport is available to serve those areas. (Para 9.25.3).

19. Programme of electrification on railways has been slow. An
electrification programme of at least 350 kms. per year to cover the
main trunk routes is necessary. (Para 9.27.7)

20. 5750 kms. of new rail lines have been constructed since 1950.
Most of the new lines have served the purpose for which they were
conceived. (Para 9.28.2)

21. Investment criteria for new lines should take into account the
financial return and benefits to the economy. A wider social cost-
benefit criteria for appraisal needs to be applied. Construction of new
lines should be taken up to fulfil the following objectives:

(a) as project-oriented lines to serve new industries or tap mineral
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and other resources;

(b) to serve as missing links which can form alternative routes to
relieve congestion on existing busy rail routes;

() on strategic considerations; and

(d) as developmental lines to establish new growth centres or give
access to remote areas. (Para 9.31.1)

22. Any region where natural resources are available an in-
tegrated plan should be evolved to develop new growth centres and
promote economic activity, the provision of a new rail line being an
element in such developmental plans. (Para 9.31.1)

23. Reducing total transport effort and relieving congestion on the
existing saturated network are important criteria for construction of
new lines. There is urgent need for developing alternative routes on
which traffic can be diverted, reducing leads and consequently total
transportation effort. (Para 9.31.2)

24. Where existing routes are heavily congested, even after doub-
ling tracks, building an altogether new route between the main modal
points will give the system a better viability than addition of a third
track. This will enable alternative routes to operate during dislocations
caused by natural calamities. (Para 9.31.4)

25. During the next two decades, the railway network will need to
be expanded by a least 5,000 kms. (Para 9.32.1)

26. Adequate investment on the railways must be ensured to
enable them to fulfil the assigned task. (Para 9.33.2).

Road Development

1. Since Bombay Plan of road development (1961-81) is about to
end, there is need for formulation of another perspective plan for the
next 20 years. The new plan should be comprehensive and should take
into account road requirements in rural, hilly and tribal areas in dif-
ferent regions of the country, traffic needs and national priorities. (Para
10.1.7)

2. The existing functional classification of roads as national and
State highways, districts roads and village roads, is satisfactory and we
do not suggest any change except that minimum standards should be
prescribed for ‘project’ and ‘urban’ roads which presently are not
covered by the standard classification. (Paras 10.2.1 and 10.1.7)

3.  Roads should be built keeping in view the traffic requirements
for 10 to 15 years instead of the present practice of planning on the
basis of five years. There is also the need to prepare suitable road and
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bridge inventories for all categories of State roads particularly the state
highways and major district roads, and to update them at regular inter-
vals. (Para 10 10.2.3)

4. National highways which constitute about 6 per cent of total
surfaced road-length in the country and carry over 25 per cent of road
traffic, are inadequate in route length and load carrying capacity. In-
adequacy of certain selected stretches needs to be urgently remedied.
(Paras 10.3.2 to 10.3.4)

5. Apart from the existing criteria, substantial reduction in travel
time and distance may also be included for declaring State roads as na-
tional highways. On this basis, 37 missing links and direct connections
comprising a length of about 13,000 kms. have been identified for pos-
sible addition to the national highway grid. (Paras 10.3.5 and 10.3.6)

6.  Around 30 per cent villages in the country had an all-weather
road connection on 31 March 1978 while another 16 per cent had fair-
weather roads. The estimated requirement of funds to connect all vil-
lage with all-weather roads at 1978 prices, is around Rs. 11,000 crores
which may not be easy to find. The low-cost alternatives considered by
us include integrating the rural roads programme with the Integrated
Rural Development Programme, tapping supplementary sources of
finance, planning for all weather road communication through provi-
sion of cross-drainages, culverts on kutcha roads, and taking up of
works according to district-wise master pla