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Executive Summary 

Introduction 

1. India has the fourth largest railway network in the world. Covering 29 States and 3 Union 
Territories, across almost 8,500 stations - from Baramulla in the north to Kanyakumari in 
the south and from Naliya in the west to Ledo in the east - the Indian Railways spans the 
country a capite ad calcem. The national carrier plays a significant role in development 
and growth of the country and touches lives of all its people across the country. It runs 
nearly 21,000 trains – about 13,000 passenger trains that carry more than 23 million 
passengers and freight trains that carry around 3 million tonnes of freight per day. India is 
one of the four countries in the world that carry more than 1 billion tonnes of freight a 
year.  

 
2. As far as IR’s performance is concerned, it cannot be denied that it has come a long way 

since 1950-51 in terms of number of trains and their carrying capacity as well as in terms 
of the quantum of traffic carried. There still is, however, a wide gap between the supply 
side improvements and the demand side expectations, both in terms of speeds of trains as 
well as quality of services.  

 
3. It is often reiterated that the IR may end up as a burden on national economy which makes 

it necessary to relook and redefine the role of IR with the changing times. One of the 
significant issues is that many decisions on IR – like increase in fare, introduction of new 
trains, provision of halts and establishment of new projects - are taken on the basis of 
other than commercial considerations. As commercial accounting principles too are not in 
use on the IR, the costs and the returns from such investments are also not easy to assess. 
The efforts for engaging State Governments and other interested parties for sharing the 
burden of un-remunerative projects have been few and far between. 

 
4. It is increasingly accepted that IR is no longer a monopoly and faces stiff competition 

from the road sector. The cross-subsidisation of low passenger fares by artificially high 
freight rates has led to shift in favour of road transport, for both freight as well as short 
distance passenger traffic.  It needs to be recognised that most passengers are willing to 
pay higher fares, albeit only if accompanied by enhanced services.  

 
5. While liberalisation (and not privatisation) for entry of new operators into railway 

operations is seen by this Committee as a viable option for encouraging growth and 
improving services,  a regulatory mechanism to promote a healthy competition and to 
protect the interest of all stakeholders, is an essential pre-requisite. 

 
6. Furthermore, the IR, in addition to its core function of running trains, is engaged in 

various other activities which are un-remunerative in nature, like provision of security to 
its customers, medical and educational facilities to its employees etc., which lays 
additional burden on IR. 
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7. As pointed out by many previous Committees, over the years the IR organization has 
grown into an overly centralized and hierarchical organisation. The feeling of 
‘departmentalism’ adversely affects the working culture in the IR and has resulted in 
actions and  decisions based on narrow departmental goals instead of on organizational 
objectives or benefits. 

 
8. To address the issues brought out above, this Committee builds its recommendations on 

three pillars, namely i) commercial accounting; ii) changes in HR, and; iii) an independent 
regulator.  

 
9. It needs to be understood that this Committee does not recommend privatization of IR. It 

does, however endorse private entry, which is not ab initio but ab hinc - as this is already 
part of the accepted IR policy - with the proviso of an independent regulator. This 
Committee prefers use of the word liberalization and not privatization or deregulation, as 
both the latter are apt to misinterpretation.  

 
10.  This Committee acknowledges that the restructuring of IR is an onerous task and thus has 

recommended a time line of five year for the three building blocks: i.e. transition to 
commercial accounting; effecting HR changes, and; the setting up of an independent 
regulator. A way forward, beyond the first five years, has also been envisaged, which is 
incumbent on the success of the changes in the initial five years – gradibus ascendimus.  

 
The Decision-making Structure on IR 
 
11. Apart from train operations, the IR also undertakes a wide gamut of peripheral activities 

such as running of hospitals and schools, catering, real estate development (including 
housing, construction and maintenance of infrastructure), manufacture of locomotives, 
coaches, wagons and their parts, security etc.. For some of these un-remunerative 
activities, the IR bears a huge financial burden. This has also resulted in a skewed man-
power profile – an adverse teeth-to-tail ratio.  

 
12. This Committee recommends that these off-line activities should be separated from the 

core function of IR’s business – which is running of trains. The Railway Protection Force 
and Railway Protection Special Force are meant to ensure better protection and security of 
Railway property, passenger areas and passengers, albeit with limited police powers, 
which are mainly vested with the GRP for which too IR pays half the cost. Law and order 
being essentially a State subject, this Committee recommends two-fold action. First, the 
State Governments should be persuaded to bear the entire cost of GRP and second, the 
GMs/DRMs should have the freedom to choose between private security agencies and 
RPF for security on the trains.  

 
13. As regards running of schools, this Committee suggests that the educational needs of the 

children of Railway employees could be met through subsidizing their education in 
alternative schools, including Kendriya Vidyalayas and private schools.  The Railways 
needs to take a call between running of railway schools at locations where good 
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alternative schools are available versus establishing educational facilities at remote 
locations where these are completely lacking.  In either case, the cost of running these 
schools would be best served through formation of a society for the purpose rather than 
educationists being taken on the rolls of IR for the purpose.  

 
14. The functions performed by the Indian Railway Medical Service being more diverse, this 

Committee recommends a multipronged approach. It recommends that for functions such 
as periodic medical examination, pre-employment examination, medical boards, safe 
water and food supply at stations etc., the GMs/DRMs as well as the employees could be 
given the choice to opt for services either through IRMS or through private empanelled 
practitioners.  For preventive and curative health care of employees, the choice may be 
extended to the CGHS framework and subsidized health care in private hospitals should 
not be restricted only to referral services.  

 
15. The IR executes its projects through two types of agencies. The first type is the zonal 

project organisation and the other is the project organisations – like CORE - reporting 
directly to Railway Board. The zonal organisations are very large and unwieldy and lack 
the cutting edge for timely execution of projects. To overcome the resulting time and cost 
overruns which plague in-house project execution, this Committee recommends bringing 
all the zonal construction organisations under the umbrella of one or more PSUs such as 
RVNL, IRCON etc. 

 
16. In the IR, many works of similar nature, like cleaning of trains and stations, IT initiatives 

etc. are performed in parallel by multiple agencies resulting in sub-optimal performance. 
There is a need to integrate and synergise such functions to accomplish comprehensive 
results. 

 
17. This Committee is of the view that there are too many Zones and Divisions on IR and 

rationalisation of the same is required. Further, it is this Committee’s view that there 
must be decentralization down to the level of divisions and the divisions must be treated 
as independent business units. DRMs should be sufficiently empowered to handle all 
tenders connected with works, stores procurement, service or even revenue-earning 
commercial tenders, pertaining to their division.  This Committee further suggests that 
when a monetary ceiling is set on the financial powers of DRMs, it should not be set in 
absolute monetary terms, but should in some fashion be inflation-indexed.  Second if the 
earnings target is achieved, there should be a provision for re-appropriation across the 
budgetary Plan heads.  Third, some earnings of the division should be retained at the 
level of the Division, to be spent on specific purposes.  Fourth, DRMs should have 
powers to sanction new posts that are financially neutral (created against surrendered 
posts).  Fifth, finance must completely be under the DRM.  DRMs must have the option 
to choose between RPF and other security agencies.  Sixth, ADRMs should be 
empowered and made an explicit part of the administrative chain.  Seventh, before 
registering a vigilance case, one should ascertain the views of the DRM.  (In general, 
before registering a vigilance case, views should be sought from at least three higher 
reporting levels.) 
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18. At present the station managers (superintendents under the earlier nomenclature) too 
have limited powers, other than powers over commercial operations. This Committee 
recommends that all A1 and A type stations should be manned by gazetted officers as 
station managers.  In the Junior and Senior time-scale, these posts will have to be re-
designated as general posts.  Supervisors and other staff who work in the stations will 
report to their departmental divisional officers only through the station manager. 

 
19.  This Committee feels that the powers of the GM have been constricted over the years by 

additions and qualifications to the excluded list - mostly with the objective of budgetary 
control – which severely hampers decision-making. The head of the Zone (GM) must be 
fully empowered to take all necessary decisions without reference to Railway Board 
within the framework of policies. This Committee recommends that within the revenue 
budget financial outlay, the Zonal Railways should have full powers for expenditure, re-
appropriation and sanctions, subject to it meeting its proportionate earning target. This 
would make each Zonal Railway accountable for its transport output and profitability.  

 
20. Once the Zones are made autonomous, the Railway Board will have little role to play in 

their day-to-day functioning and can become like a corporate board for IR - policy being 
determined by the Ministry of Railways and competition ensured by the RRAI.  Our 
suggested composition of the Board would have something like: (a) Member (Traction 
& Rolling Stock); (b) Member (Passenger & Freight Business); (c) Member (HR & 
Stores); (d) Member (Finance & PPP); (e) Member (Infrastructure); and two outside and 
independent experts. Member (Finance & PPP)) and Member (HR & Stores) need not 
necessarily be from inside the IR system and lateral induction from the outside should 
not be ruled out.  The Chairman, (a), (b) and (e) should be from inside the IR system. An 
individual should be appointed as Chairman or Member only if he/she possesses at least 
3 years of service left.  (This clause should also apply to appointment as GM.)  

 
Accounting Reforms 

21. The present accounting system of IR is less than conducive for a transporter as it does 
not capture the service-wise cost, including the depreciation arising accurately. The IR 
accounting practices are not in the same band of commercial accounting followed by 
most other railway systems. With the diminishing Government funding IR has little 
option but to look for non-government sources of funds. This imperative is a major 
driver for need-based refinements in the way IR prepares and maintains accounts, and 
costs its businesses, activities and services.  

22. Unless commercial accounted is adopted, the IR becomes non-conducive for investment. 
The IR’s accounting system has been subject to much criticism including the latest 
NTDPC report and other as highlighted in chapter 03.   A major overhaul of IR’s 
accounting systems is also strongly suggested by the paramount need to put in place a 
responsive and reliable costing framework to cost its businesses, services and activities, 
which would underpin major managerial and strategic decisions of IR in the emerging 
economic milieu. IR has traditionally had a costing system of some substance, but there 
has been little attention to revising or updating the underlying norms for apportionment 
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of joint costs and other parameters. The current system also neither tracks assets nor 
assesses liabilities. With the underlying accounting system suffering from handicaps, the 
resultant costing suffers from corresponding shortcomings.   

23. This Committee recommends establishment of a responsive and transparent accounting 
and costing system as the first stepping-stone to a commercially viable Railway system. 
For implementation of the accounting reforms a clear roadmap may be drawn with time 
frames for constituent activities, which needs to be monitored and guided at the top 
level. It is also recommended that a monitoring agency, supported by domain experts 
from outside the Railway system, should be constituted. This Committee recommends 
that the reforms should be carried out within an outer limit of 2 years.  

Human Resource Management 

24. Various activities and jobs in IR are specialized, and currently organized in to 
departments along functional lines. These departments do not possess the 
customer/business orientation that is normally associated with a commercial 
organization. Furthermore, as pointed out by many previous committees, over the years 
the IR organization has become overly centralized and hierarchical and one of the crucial 
issues has been the ‘departmentalism’ that adversely affects the working culture in the 
IR. The sense of departmentalism has mounted into pursuing narrow departmental goals 
which has snapped the spirit of team work and this has further snowballed into lack of 
transparent and fair policies, competition amongst departments in allocation of resources 
and investment decisions and sub-optimal decision making. It has also further spiralled 
the existing railway organization structure into inward looking and non-customer 
oriented, each department having different priorities and measures, which focus on 
departmental instead of organizational objectives or benefits.  

25. It has also been noted that the employee costs including pension constitute the single 
largest component in the IR, which has further become unmanageable after the Sixth Pay 
Commission. The Seventh Pay Commission in 2016, would further push up the staff 
costs and pension costs, which will have serious financial implications on the IR. Thus 
there is an urgent need to rationalize the manpower. This Committee endorses the 
previous Committees’ view that for IR to be competitive, for its long term-economic 
viability, customer satisfaction and for being adaptive and flexible organization, the 
Indian Railways should focus on business/customer units like freight business, passenger 
business, suburban business, parcel business etc.  

26. One of the causes of departmentalism is the multiplicity of different channels of entry 
into the IR. After discussions with various stakeholders this Committee has noted that 
the main contributor of departmental tendency is the silo structure of the multifarious 
Group A services. This Committee strongly recommends reduction in the number of 
Group-A services in IR and also suggests two options for this. One option is the 
amalgamation of all existing services into a single unified Railways Service. The second 
option that this Committee suggests is that IR should consolidate and merge the existing 
eight organised Group ‘A’ services, preferably into two services i.e. the Indian Railway 
Technical Service (IRTechS) comprising the existing five technical services (IRSE, 
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IRSSE, IRSEE, IRSME and IRSS) and the Indian Railway Logistics Service (IRLogS) 
comprising the three non-technical services (IRAS, IRPS AND IRTS). The common 
merged cadre/services refer to their merging into optimal number of logical groupings 
(cadres/services) that minimize dissonance and maximize synergies and organizational 
efficiency. We recommend that necessary modalities for making these changes be 
initiated by Railways in consultation with DoP&T and UPSC.  We do recognise that a 
workable methodology to ensure positioning of Group ‘A’ officers with appropriate 
qualifications/competencies against various posts will be required.  Therefore, to break 
down the silos, while the one-service and two-service options are both feasible options 
for IR, this Committee expresses its preference for the two-service options. 

27. Further, this Committee notes that as long as officers are positioned against the General 
posts, such as GM, DRM etc., they are driven by larger organizational interests rather 
than by narrow departmental interests. However, return of such officers to their 
departmental environment on completion of tenure causes a relapse into departmental 
squabbling. This Committee accordingly feels that there is a strong case for an 
institutional mechanism whereby selected officers once positioned against General 
Management posts, continue to perform that role for their residual careers. Given the 
importance of these general management posts in Railways, the need for higher 
professionalism in these posts can be fulfilled by instituting an appropriate empanelment 
mechanism and mid-career training. Railways will need to take necessary precautions to 
ensure that representation of officers from the different streams is determined in a 
transparent and rational manner according to predetermined procedures and rules. 
Therefore, we feel that a de jure methodology of identification of individual officers for 
such a career path will be the best option at this stage, primarily because a de facto 
method will always remain discretionary. 

28. In case of the promotion of Group ‘B’ officers to the Group ‘A’ the existing procedure 
involving approval of UPSC should be continued, the only difference being that instead 
of the different seniority lists that exist currently for the different services, a common 
seniority lists of Group ‘B’ officers will be drawn up and used for the new service, or 
services as the case maybe. IR should work out the details for this. In the event a Group 
‘B’ officer inducted into Group ‘A’ has a relatively shorter residual service left, 
deployment could be assigned to him in the functional area of his specialization only. 

29. This Committee underlines the importance of planned job rotation – for developing 
competencies in relevant areas – and to training, at appropriate stages. 

30. After in-depth analysis of nature of duties performed by the Group ‘C’, ‘B’ and ‘A’ 
personnel, this Committee suggests an approach of 3 levels of grouping which will 
balance the two conflicting needs for functional specialization and reduction of number 
of specialized categories/cadres/services in IR. Following is the three levels a) 
specialized/functional cadres at Group ‘C’ (level 3) and b) semi-merged cadre for 
middle/junior management (level 2). The semi-merged structure would involve 
‘common merged cadre/services’ for Group ‘A’ officers and functional/specialized cadre 
for the Group ‘B’ officers within this grouping. c) At the senior Group ‘A’ levels, there 
would be ‘common merged cadre/services’ (level 1).  
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31. This Committee is of the view that Railways need to take appropriate action to restore 
the status associated with functioning of senior supervisors. With a view to ensuring 
high level of competence and professionalism, Railways should consider a system where 
career progression is linked to successfully competing in rather rigorous qualifying 
examinations. Appropriate training interventions and suitable empowerment through 
delegation of powers at least at Apex Group ‘C’ levels, would go a long way in 
imparting dignity to them for better contributions and higher motivation. 

32. This Committee also recommends lateral inflow of talent from outside, such as chartered 
accountants, cost accountants, bankers, financial management experts in financial 
management posts, personnel from CPWD, research assistants from leading labs and 
universities (IITs etc.), scientists from Government labs etc. (to join RDSO and training 
institutions) on deputation. Lateral movement of Railway officials to other 
departments/PSU should also be encouraged. This would widen the knowledge and 
experience base of IR and make it more vibrant and out-ward looking. 

33.  For all these changes to be effective, this Committee strongly feels that a performance 
assessment system, driven by enhanced objectivity and transparency, needs to be rolled 
out and implemented in IR. This should equip IR with an ability to not only rationally 
differentiate the performance, capability and aptitude of its employees, but also to 
provide inputs for achieving a better fit between responsibilities assigned to an employee 
and his/her capabilities, and a means for identifying and strengthening improvement in 
areas of weaknesses detected in an employee. 

34. This Committee was informed that one important factor impeding quick decisions is the 
role played by the Vigilance organization of IR. We suggest that an appropriate system 
be put in place to ensure right persons being positioned against Vigilance posts, with 
appropriate typology tests forming one of the inputs. 

Budgetary Relationship between Government and IR 

35. IR spends so much on revenue expenditure that it is unable to invest in capital 
expenditure. 46% of the resources for financing plan expenditure in 2014-15 came from 
budgetary support. Dividends are paid because of the capital that the Union government 
has invested in IR.  In other words, the budgetary support from the Union government is 
not for revenue expenditure, but for capital expenditure and the creation of assets and 
this is treated as a loan in perpetuity, with the capital-at-charge accounted for at 
historical values of the assets.  Dividends are the interest paid on that perpetual loan, the 
principal never being extinguished. The capital-at-charge excludes certain identified 
items like capital expenditure on national projects and strategic lines on which dividend 
is not required to be paid. Further, the GBS is generally earmarked for projects that are 
deemed to be nationally important and though IR has limited degrees of freedom in 
determining what that GBS is to be used for, it continues to bear the dividend liability. 
This Committee recommends that the Central Government review the dividend policy 
for IR and provide it with a GBS net of the dividend payment.  This would enable the IR 
to apportion more money to its DRF for asset renewal aligned to its arising. 
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36. In addition, support to the PSUs within IR is also routed through IR. To that extent, the 
support from GOI is not just to IR, but also to separate entities. External loans for 
Railway projects implemented by Railway PSUs are thus currently being routed through 
the Railway budget. This system tends to crowd the fiscal support space available to the 
Railways. This Committee recommends that all future external borrowings should be 
received directly by the Railway PSUs and the ongoing loan agreements may also be 
revised to give effect to such dis-intermediation.   

37. The social service obligations of IR are estimated at around Rs. 25,000 crores every 
year. This is because passenger and freight is carried at rates that are below cost. This 
Committee recommends that a regulator, the RRAI, further elaborated in Chapter 7, 
should determine the extent of PSO through a consultative regulatory process. While this 
would require that the accounts be restructured appropriately, a preparatory beginning 
can be made in that respect by identifying possible operations that could qualify under 
this rubric and separating them. These social objectives and their costs need to be cleanly 
separated from commercial considerations.   

38. However, it is not yet clear where the IR stands financially, in the absence of accounting 
reforms. This Committee opines that once the accounting reforms are in place, it should 
be possible to clearly specify the costs to IR of various activities and therefore separate 
out the following: (a) investment on specified projects (this is already available); (b) 
expenditure on identified strategic operations and (c) expenditure on PSOs. This 
Committee also suggests that subsidy should be borne by the Union government instead 
of IR.  

39. For essential safety related work, this Committee reinforces the recommendation of the 
Kakodkar Committee in 2012 to establish a non-fungible, non-lapsable safety fund, 
funded as a safety surcharge, with matching grant budgetary support. 

40. Restructuring of financial relations between GOI and IR cannot happen overnight.  In 
Chapter 5 of this report, this Committee suggests a broad outline for a roadmap, so that 
progress can be observed, which in turn, will build credibility about the direction of 
reform.  

Financing and Generation of Resources 

41. It has been noted by all the earlier committees that the financial status of the Indian 
Railways is at ‘precarious’ situation which has a direct bearing on the modernization, 
upgradation of technology, replacement of the old assets and safety aspects of railways.  
The internal generation of finances has also come under pressure with increase in staff 
costs due to sixth Pay Commission.  This Committee feels that there is a need not only to 
improve the internal resource generation and explore varied methods of financing but 
also to improve the utilization of available resources. 

42. IR was traditionally financed through a combination internal generation and budgetary 
support from the government, and not from external sources. Thus, the critical gaze of 
the financier was largely been absent from project oversight in IR. As a result, 
investment is made in projects (new lines, expansion of old lines, electrification of 
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existing lines, etc.) that either do not have traffic the mix of passenger and freight is 
unbalanced, i.e., there is too little freight traffic to generate the necessary revenue. 
Besides, efficiency improvements that were used to justify the project, and concomitant 
increase in revenue, does not fructify and the project implementation is delayed which 
makes it difficult to recover the investment, even if there is sufficient traffic. 

43. IR has a large shelf of projects that suffer from time - and consequent cost - overrun. In 
the view of this Committee, there is little purpose in generating resources to fund these 
projects without a thorough review from a zero base budget perspective. Evidently, the 
basis for sanctioning some of these projects has changed since they were initiated.  If 
they were ever commercially viable, the extensive delays are likely to have altered that 
situation. This Committee recommends that the smaller languishing projects should be 
fully funded, so as to finish all of them in two years’ time and any project that cannot be 
completed in that time should not receive any further funding.  Detailed 
recommendations regarding delayed projects are contained in Chapter 6 of this report. 

44. In the recent years, the gross budgetary support to IR has been declining and borrowings 
from external sources (primarily through IRFC) have increased sharply, to bridge the 
gap between available resources and the Plan size. A substantial part of annual 
borrowings are now ploughed back to IRFC as repayments.   

45. The amount raised from private investment has, however, been negligible, despite many 
pronouncements. In this context, the need for increasing efficiency of railway services to 
generate more internal resources is important.  It is this Committee’s opinion that for IR, 
increase in productivity is possible from better utilization of existing capacity and assets 
through improved operating and scheduling practices.  Whereas this would, to some 
extent, take care of the expenditure side, for increasing the revenue there is a need to 
adopt pricing principles that can combine cost and demand factors in an optimal manner. 

46. This Committee is of the view that to improve the productivity and efficiency, the IR 
must focus on the remunerative freight segment and e-commerce segment which has 
been so far untapped by the IR.  IR must encourage on-board catering through large food 
chains and local restaurants on the payment of a modest license fee. Leasing of parcel 
vans in trains through auction of carrying capacity/ Private parcel trains and 
concessioning of train services are considered viable options. Detailed recommendations 
in this regard have been incorporated in Chapter 6. 

47. This Committee is of the view that whereas IR could be funded through IRFC in a variety 
of ways, but there is only so much that can be done through IRFC. IR also needs to look 
for other extra budgetary sources such as multilateral funding agencies and change its 
investment strategy through ring-fenced investments in High Yield Projects. It is 
recommended that the funds borrowed from the market should be used for capacity 
generation instead of assets replacement.  In respect of development of railway stations, 
this Committee recommends that expression of interest may be invited from potential 
users of land around each station and a partnership agreement worked out with selected 
bidders following a transparent process. Some of the projects of the IR though non-
remunerative have a social value, such as operation of suburban and branch lines services. 
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On the other hand activities such as station development can be remunerative. This 
Committee is of the opinion that these activities should be separated as special purpose 
vehicles (SPV) involving Joint Ventures (JVs) involving States and local governments, 
which would also foster the spirit of cooperative federalism. The IR has attempted 
resource generation through PPP in areas like setting up two new locomotive factories, 
station development and some port connectivity, however failed to serve its purpose. Thus 
there is a need to relook the business engagement with the private sector to attract 
investment in infrastructure, production of goods and delivery of services across the 
railway eco-system. 

Setting up an Independent Regulator 

48. The IR has enabled the entry of the private sector through various schemes since 1992. 
Some of which are Own your Wagon Scheme launched in 1992, Special Freight Train 
Operator scheme, Dedicated Freight Corridors in 2005 Automobile Freight Train 
Operator scheme in 2010, Special Parcel Train Operator scheme in 2014 etc. This reflects 
the dedicated attempts by the IR to allow the private sector participation. However despite 
some extent of success, the schemes failed to serve the goal due to high costs and lower 
returns, policy uncertainty, lack of a regulator to create a level playing field, the lack of 
incentives for investors, and procedural/operational issues have significantly restricted 
private sector participation. One of the prime reasons identified is that the same 
organization deals with the three prime functions i.e. policy making, the regulatory 
function and operations. This Committee strongly recommends for an independent 
regulator to be established i.e. Railway Regulatory Authority of India ((RRAI), with a 
separate budget and to be independent of the Ministry of Railways. The RRAI will have 
the powers and objectives of economic regulation, including, wherever necessary, tariff 
regulation; safety regulation; fair access regulation, including access to railway 
infrastructure for private operators; service standard regulation; licensing and enhancing 
competition; and setting technical standards.  It will possess quasi-judicial powers, with 
appointment and removal of Members distanced from the Ministry of Railways. The 
issues like consumer complaints, including class action complaints will not be addressed 
by RRAI.   

 
49. This Committee feels that the new tracks presently being built as part of the two freight 

corridors (DFCCIL) should give non-discriminatory access both to IR and to private 
operators.  For this purpose, DFCCIL should be made autonomous and separated from IR.  
Anyone who runs trains on DFCCIL should pay directly to DFCCIL and not to IR (or via 
IR).  Equally, private operators should be allowed to load and unload trains on the 
DFCCIL network (without having to seek IR’s permission).  

 
 
Modality and Timelines for Implementation 
 
50. This Committee acknowledges that the restructuring of IR will be a humongous task, 

ushering a large scope of proposed changes. Thus, to implement the recommendations 
this committee suggests that the responsibility should vest in the Minister of Railways 
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alone, with an appropriate reporting   to   PMO. This Committee recommends setting up a 
strong formal implementation and monitoring mechanism to implement the enormous 
transformative reforms and considering the sheer size of the organization along with 
inclusion of officers with expertise in the functional domain knowledge. These officers 
should be dealing with day to day monitoring of progress of implementation, but also for 
resolving for resolving any doubts, disputes, cross functional coordination, analyzing and 
proposing any changes that may be warranted and for interaction with other Ministries. 
Further, if necessary, a body of independent outside experts should also be set up to guide 
and help in the implementation exercise.  

 
51. This Committee has drawn up a time line for the implementation of proposed 

recommendations for the first five years which will involve, in the first two years, 
transition to commercial accounting and greater decentralization to zones/divisions and 
production units and the cleaning up of finances between the Union government and IR. 
The remaining three years will see the setting up of RRAI legislatively and include HR 
changes.  

 
52. As a way forward, beyond the five years, this Committee envisages three points of view; 

a) the existing production units of the IR will be exposed to competition from privates 
sectors. To face the competitions, the existing production units may be placed under 
government SPV known as Indian Railway Manufacturing Company (IRMC). b) Once 
the changes of the first 5 years are implemented, including the resolution of the social 
costs issue, the Railway Budget should be phased out, with GBS to IR mentioned as a 
paragraph in the Union Budget and no more. c) Once the RRAI begins to function and 
resolves the access to track for private train operators and IR zones, a case for bifurcation 
may be considered between the Indian Railways Infrastructure Corporation (IRIC) and 
rest of IR as train operators in competition with private operators. 
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Chapter 0: Preface 

 

0.1 On the 22nd September 2014 (Office Order No. ERB-I/2014/23/39), the Ministry of 
Railways (Railway Board) constituted a Committee for making recommendations for the 
mobilization of resources for major railway projects and restructuring of Railway Ministry 
and Railway Board.  The specific terms of reference (TOR) of this Committee state: “(i) 
Reorganizing and restructuring the Board and subsequently the Department so that policy 
making and operations are separated, the Department does not work in silos, policy 
making focuses on long term and medium term planning issues and operations focuses on 
day-to-day functioning of the Organization; (ii) Promote exchange of Officers between the 
Railways and other departments; (iii) Estimate financial needs of the Railways and ensure 
appropriate frameworks and policies are in place to raise resources, both internally and 
from outside the Government, to enable Railways to meet the demands of the future; and 
(iv) Examine and suggest modalities for implementing the existing Cabinet decision on 
setting up a Rail Tariff Authority and give recommendations.”  Especially in view of (i) 
and (iii), the TOR is fairly broad and, de facto, amounts to a blueprint for reforming the 
Indian Railways. 

 
0.2 The history of the Railways in India is conventionally dated to 16th April 1853, when a 

train left Bori Bunder for Thane (then Tannah).  Strictly speaking, this was the first 
commercial passenger train, since Railways were earlier used for other haulage purposes.  
With three steam locomotives (Sindh, Sultan and Sahib) that journey took 1 hour and 15 
minutes in 1853.  Bori Bunder station is no longer used.  A non-stop EMU (electric 
multiple unit) train from Chhatrapati Shivaji Terminus to Thane still takes 57 minutes.  
The standard arguments in favour of the Railways, vis-à-vis other forms of transportation, 
figured even then.  For instance, a report authored by R. Macdonald Stephenson in 1845 
said, “A Calcutta merchant who desires to visit Mirzapore must incur an expenditure of 
pounds 70, and a loss of six weeks, if he avails himself of the Steam vessels, and if he 
proceeds by Dak the amount will be nearly the same, and the period required to perform 
the distance there and back will be about ten days of unremitting and most fatiguing 
travelling.  The Railway will enable him to perform the entire distance to Mirzapore and 
back to Calcutta in thirty hours…These rates would unquestionably…induce very many to 
avail themselves of the facilities offered, who are at present of necessity prevented by the 
delay and loss of time, more than on account of the expense which is entailed.”1  The 
Railways evolved, through the guarantee system.  The issue of non-remunerative lines, 
and their funding, was a concern even then.2 

 
0.3 In 1901, the recommendations of the Thomas Robertson Committee led to the initial 

formation of the Railway Board, later formalized in 1905 and reconstituted again in 1908 
                                                            
1Report upon  the Practicability and Advantages of  the  Introduction of Railways  into British  India, R. Macdonald 
Stephenson, 1845,https://archive.org/stream/reportuponpract00stepgoog#page/n10/mode/2up 
2 See, for example, Ian J. Kerr, Building the Railways of the Raj, 1850‐1900, Oxford University Press, 1995. 
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after the Railway Finance Committee3 submitted its recommendations.  The 1905 Indian 
Railway Board Act conferred the powers or functions of the Central Government under 
the Indian Railways Act of 18904 on the Railway Board.  Subsequently, following the 
recommendations of the Acworth Committee (1920-21), there was the Separation 
Convention of 1924, leading to the separation of Railway finances from general finances.  
When the proposal for resolution was presented to the Legislative Assembly in 1924, the 
government stated the following. “In the first place, as far as State Railways are 
concerned, we want to abolish altogether this system of programme revenue voted for a 
year. We want to establish a proper depreciation fund, a depreciation fund arranged in a 
scientific and intelligible manner. Secondly, we want to build up Railway reserves. We 
want to build them up in order that our finances may be more elastic, in order that we may 
have provision to equalize dividends. And generally, we want to introduce a system of 
finance which while maintaining unimpaired the centrality of this House and while 
ensuring to general revenues a fair return from their Railway property, will be more suited 
to the needs of a vast commercial undertaking. Finally, and most important of all, we want 
to establish the principle, it is right and proper that the tax-payer, the State, should get a 
fair and stable return from the money it has spent on its Railways; but if you go further, if 
you take from the Railways more than that fair return, then you are indulging in a 
concealed way in one of the most vicious forms of taxation, namely a tax on 
transportation. One of the objects we have most at heart in putting these proposals before 
this House is to establish that principle.”5   Perhaps one should mention the Indian Railway 
Enquiry Committee of 1936-37, under the Chairmanship of Ralph Wedgewood.  Among 
other things, this Committee was one of the first to flag passenger amenities, public 
relations and advertising.  It also recommended the closing down of uneconomic branch 
lines.  At the time of Independence in 1947, there were 42 separate Railway systems, 
including 32 lines operated by former Princely States.  All of these were brought together 
under public ownership in 1951. 

 
0.4 There is a long list of Committees that have examined the functioning of the Railways at 

various points in time.  There have also been related documents. An indicative list is the 
following.  There have also been Rail Tariff Enquiry Committees, Freight Structure 
Enquiry Committees and Railway Convention Committees. 1947 –Indian Railway Enquiry 
Committee; 1962 –Railway Accidents Committee; 1968 – Enquiry Committee on Railway 
Accidents (Wanchoo); 1968 –Kunzru Committee as part of the 1st Administrative Reforms 
Commission; 1978 – Report of the Expert Group on the Capital Structure of Indian 
Railways; 1979 – Report of the High Level Committee on the Social Burdens of the Indian 
Railways; 1981-85 – Railway Reforms Committee (Sarin); 1993 – Railway Fare and 
Freight Committee (Nanjundappa); 1994 – Railway Capital Restructuring Committee 
(Poulose); 1994 – Committee to Study Organizational Structure and Management Ethos 
(Prakash Tandon); 1994 – Committee on Rationalization of Management Services (Gupta-

                                                            
3Report of the Committee on Indian Railway Finance and Administration, East India (Railways), 1908. 
4 Revised in 1989. 
5http://www.indianrailways.gov.in/railwayboard/uploads/codesmanual/ADMIN_FINANCE/AdminFinanceCh7_Dat
a.htm 
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Narain); 2001 – The Indian Railways Report (Rakesh Mohan); 2009 – Indian Railways 
Vision 2020; 2009 – White Paper on Indian Railways; 2009 – Expert Committee on PPP 
funding (Amit Mitra); 2010 – Indian Railways Accounting Reforms; 2012 – Report of the 
Expert Group on Modernization of Railways (Sam Pitroda); 2012 – High Level Safety 
Review Committee (Anil Kakodkar); 2014 – Report of the Committee on Creative 
Financing for Indian Railways (Montek Singh Ahluwalia); 2014 – India Transport Report 
(National Transport Development Committee); 2014 – the D. K. Mittal Committee; 2015 – 
the Sreedharan Committee (2015).  This large number of reports has both a positive and a 
negative angle.  On the positive side, this large number illustrates the importance attached 
to the Railways.  On the negative side, repeated reports highlight the non-implementation 
of recommendations, compounded sometimes by the phenomenon of recommendations 
being conflicting.  This Committee has gone through those earlier recommendations, with 
a focus on reports that are of more recent vintage.  In addition, this Committee’s report 
emphasizes the process, the road map of transiting to a more efficient Railway system.  
The recommendations of those earlier Committees are given in Annexure 1a.  There has 
been an internal stocktaking by the Indian Railways on the implementation of the 
recommendations of some of these Committees, though not all.  That is appended in 
Annexure 1b. 

 
0.5 In terms of the recommendations of this Committee, this Report is structured into 8 

Chapters and 4 Annexures.  In order of sequence, these 8 Chapters are (1) The Role and 
Purpose of Indian Railways; (2) The Decision-Making Structure of IR; (3) Accounting 
Practices of IR; (4) Human Resource Management in IR; (5) Budgetary Relationships 
between Governments and IR; (6) Financing and Generation of Resources by IR; (7) The 
Case for an Independent Regulator; and (8) Beyond the Initial 5 Years and the Terminal 
Goal. This sequencing of Chapters deviates from the sequencing and nomenclature used in 
the Interim Report.  There are two reasons why the Committee feels the present 
sequencing and nomenclature of the Chapters to be superior.  First, the entry of private 
players in various forms is already part of policy.  In its Interim Report and in the present 
one, the Committee did not, and does not, recommend anything new in that respect.  
Instead, both Reports point out constraints that impede efficient functioning of that private 
entry.  However, reactions, especially on the part of the media, failed to distinguish 
between these two aspects.  In terms of restructuring the Railways, both Reports build on 
three pillars – (a) commercial accounting; (b) changes in HR; and (c) an independent 
regulator.  The present sequencing and nomenclature reflects this focus better.  While a 
Time Line at the end of the Report, in Chapter 8, spells out the Committee’s thoughts on 
detailed sequencing of reforms, (a), (b) and (c) ought to be implemented in the first 5 
years.  Second, in the course of consultations on the Interim Report, it was pointed out to 
the Committee that once (a), (b) and (c) are accomplished, it is impossible for anyone to 
predict in advance what changes competitive pressures will bring about in the Railway 
system.  The Committee finds merit in this argument.  Though those normative principles 
remain as terminal goals, the Final Report moves them to Chapter 8, on what happens 
beyond the first 5 years. 
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0.6 A word of explanation is needed about the expressions used.  This Committee 
acknowledges choice and competition, and the entry of private players.  Today, the Indian 
Railway system is virtually synonymous with a public sector provider.  With the entry of 
private sector players, that need no longer be the case.  Throughout this Report, by the 
expression Indian Railways, we will mean the broader railway network and providers, 
while IR will refer to the public sector provider.  Thus, Indian Railways is broader than IR.  
Annexure 1 has already been mentioned.  Annexure 2 contains data and tables pertaining 
to IR.  It is also important to benchmark and learn from what other countries have 
accomplished.  Annexure 3 is thus on the global railway restructuring experience, while 
Annexure 4 is on some global railway performance parameters.  The Executive Summary 
encapsulates the recommendations in bulleted form. 

 
0.7 The specific terms in the Committee’s TOR are addressed as follows.  Item (i) is covered 

in Chapters 1, 2, 4, 7 and 8. Item (ii) is covered in Chapter 4.  Item (iii) is covered in 
Chapters 3, 5 and 6.  Item (iv) is addressed in Chapters 1, 2 and 7. 

  


