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Getting Back on the Rails
S Ananthanarayanan

Revenue from rail freight traffic is
increasingly bearing the burden
of the cost of passenger traffic.
In a high fixed cost industry like
the railways this amplifies the
impact of a downturn in freight
movement on overall revenue.
But will the constitution of a Rail
Tariff Authority help the Railway
Board implement tariff revisions
that will bring some order to the
finances of the railways?

The web version of this article
corrects a few errors that appeared in
the print edition.

S Ananthanarayanan (anarayanan@gmail.
com) is a former financial adviser and chief
accounts officer, Western Railways, Mumbai.
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T

he Ministry of Railways is reported
to be working on a Rail Tariff
Authority, which may serve to insulate railway tariffs, particularly passenger fares, from changing and shortterm political considerations.
The context is the current poor state of
railway finances and the experience with
the 2012-13 Railway Budget, when a
move to revise passenger fares was overturned by the party boss of the Trinamool
Congress (TMC), at that time a coalition
partner of the central government. The
questions that arise are, one, is it possible
to effect a modest increase of passenger
fares that needs to be implemented to
set railway finances right, and, two, can
an instituted authority that may be
given some form of independence make
this happen?
Tentative enquiries in Rail Bhavan
have revealed that the authority it has in
mind may be an entity empowered and
competent to examine the economics of
operation, distribution of costs, needs of
the different streams of traffic and so on
and to make recommendations that
would be binding. It is being recalled
that the railways had an in-house Rail
Tariff Committee, which consisted of the
chief commercial managers of the railway zones and which operated under the
Indian Railways Conference Association,
now sadly in disuse. The new authority
may hence be a revival of that committee
but with professionals, like economists
and accounting experts, being included.
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This may provide the authority with the
credibility that it would need to offset
compulsions to act against its advice.
It is also being noted that the proposed authority would need to be created
in the context of the existing Railways
Act, which says that “rates would be
fixed by the Central Government”. As
things stand, railway rates are proposed
by the union railway minister and they
are fixed when the budget is passed by
Parliament. While controls to manage
transport system financing exist in
many countries, these are more in urban
transport systems and the emphasis is
on ensuring quality of service and providing a subsidy to support the operators. Many inter-city railway systems
also use devices like flexible pricing to
maximise the utilisation of resources.
But the role of the authority being
thought of in India is one where it may
use such instruments to work out the
most appropriate pricing but it would
need the legal and administrative influence to prevail over indiscipline as was
seen during the last budget.
While the Railway Board may have ideas
on how to set up such an organisation, it is
felt that a look at how India’s railway
finances behave may provide some pointers towards what changes we actually
need and whether the railways can manage to bring them about by themselves.
Railways’ Costing
It is well known that the nature of railway systems is that their costs are dominated by fixed costs. When the railway
system is breaking even, the revenue
stream covers the large fixed burden
and the entire additional working surplus that comes from an increase in the
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level of operation adds to the bottom
line. This is the boom that we saw during
the good years in the last decade, which
many commentators described as the
Indian Railways “turning the corner”. But
the downside is that if there is any fall in
the level of operations, there is no proportionate reduction of costs and the
balances are soon in the red. This is the
condition that we are now seeing, as a
result of the recession as also rising prices
of inputs and the higher wage bill.
When railway finances first became a
matter of concern in the 1990s, there was
a belief that what ailed the system was
falling capital support from the central
government and investment in new lines
which were approved for political rather
than economic considerations. Efforts
were made to generate a cabinet note for
a policy that would ensure that railway
finances did not bear the burden of such
expenditure. But it became evident that
the dividend burden of such projects did
not amount to a great deal and what the
railways needed was really a dose of additional traffic. This materialised during
the latter half of the 1990s and in the past
decade, leading to a large surplus. But
while higher loading and higher traffic
prevented the need for any thinking about
structural change, what happened during
the last couple of decades was that passenger fares were kept low while freight
tariffs were steadily increased. This has
increased an existing lopsidedness in the
ratings (tariffs), which during a downswing worsens conditions of high fixed cost
industries, which the railways exemplify.
The costs of the railways – maintenance
of track and rolling stock, fuel costs, and
payment to staff – are incurred both for
goods traffic as well as passenger traffic.
The earning figures from the two streams
are in the ratio of 3:1, but the costs are not
in the same ratio. While goods trains punish
the track more than passenger trains, the
lines need to be kept available for timetabled passenger trains and facilities have
to be provided for passengers in coaches
and in stations. The railways carry about
680 billion tonne-kilometres of goods and
about 1,100 billion passenger-kilometres
in a year. But earnings every year from
goods are Rs 90,000 crore against only
Rs 36,000 crore from passengers. The
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earnings from a passenger-kilometre is
about 30 paise, against earnings of about
Rs 1.30 from a tonne-kilometre of goods
traffic. Not that there need be parity between the two figures, but the ratio has
been getting worse, adversely to goods
traffic, over the years and the ratio is also
widely different from the figure in railway systems in other parts of the world.
Against a ratio of worse than 1:4 in India,
it is around 4:4 in most countries and
goes to 4:3 in some cases. No doubt higher
priced passenger lines in some countries
are of high speed and quality and surpass
what we have in India. But what we do
have is under-priced and paid for by the
revenue that arises from goods traffic.
Now, what is the fallout of falling traffic in the case of the railway industry?
Having low passenger fares amounts to
total collection from passengers being
low and the contribution from passengers towards offset of costs also being
low, if not negative. The contribution
from goods traffic then has to bear an
extra burden, which amounts to an additional cost. In good times, the high
goods tariff is able to meet this with ease
and the higher cost that is being borne is
not noticed. But when traffic is falling,
the cost of passenger traffic, which is a
major cost, adds to the fixed cost burden
and amplifies the revenue shortfall. The
usual computation of the “leverage” or
the effect of changes in level of operation on the net results considers the
fixed cost component and the earnings
from a given level of operations as single
entities. But when there is a disconnect,
with passenger economics piggybacking
on the goods sector, then the fixed cost
component, which is a drain on the contribution (mainly from goods earnings),
is more than double what was computed
and the effect in the case of falling traffic is more serious than expected.
When the Railway Budget for 2012-13
was being prepared, the Railway Board
was aware of a grave shortfall in loading
and earning and had the support of the
then railway minister. The budget addressed the need to raise funds and it
increased the rates of goods traffic. But,
because the passenger sector had been left
untouched for years and so as not to burden goods traffic even more, the budget
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took on what appeared to be, indeed
was, responsible and bold action – it proposed raising passenger fares. The actual
increases proposed were from Rs 1.07 to
Rs 1.32, or nearly 25%, in the revenue of
a tonne-kilometre of goods, and from 27
paise to 32 paise, an increase of less than
20%, in the revenue of a passengerkilometre. This would have worsened the
goods-passenger mismatch in revenue,
but given populist politics it was at least an
effort. But the proposal was against the
wishes of the railway minister’s party
chief, and it led to the minister’s replacement and his successor simply rolled
back the increase in passenger fares.
It is in this context, a few months later,
after the TMC party chief pulled out of
the government, and the wind is favourable, that the Railway Board has proposed
not to restore the increase in passenger
fares, which everybody considers just and
fair, but the creation of an institution of
wisdom and learning, which would have
the magic powers of pushing hard measures through even when the government
lacks the numbers in Parliament.
Accounting Reform
But getting back to the crisis of funding
railways when things go badly, we have
seen that treating the finances of passenger
and goods streams not separately but
together confuses the picture. A first need
would hence be to separate the costs of
passenger and goods services. True, passenger and goods trains run on the same
tracks and are drawn by similar locomotives, but the two services are different
entities. The demand or supply of one does
not affect the other and they have to be
priced and marketed separately. The accounting reforms exercise that the Railway
Board has been undertaking for some
years now is a vital step in carrying out
this separation. Separating costs will display the real cost of passenger services and
while the government would be free to
provide subsidies or other support, there
would be no reason to do this at the cost
of goods services. Separating costs would
empower the Railway Board to force
correct pricing in a way that no tariff authority can.
During the last budget exercise, the
Railway Board made its proposals not
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(A UNIT OF SAMEEKSHA TRUST)

www.epwrf.in

www.epwrfits.in
India Time Series

The EPW Research Foundation (EPWRF) has been operating an online database service christened as
‘India Time Series’ (ITS), acronym as EPWRFITS, which can be accessed through the newly launched website
http://www.epwrfits.in. This was executed as a part of the project funded by the University Grants Commission
(UGC) and jointly executed by the EPW, EPWRF and the Tata Institute of Social Sciences (TISS), Mumbai.
The database is targeted to benefit particularly students, research scholars, professionals and the academic
community, both in India and abroad.
Under the online data service, time series have been structured under various modules: (i) Financial Markets;
(ii) Banking Statistics; (iii) Domestic Product of States of India; (iv) Price Indices; (v) Agricultural Statistics;
(vi) Power Sector; (vii) Industrial Production; (viii) Finances of State Governments; (ix) Combined Government
Finances; (x) National Accounts Statistics; (xi) Annual Survey of Industries; (xii) External Sector; and
(xiii) Finances of the Government of India.

Key Features
•

Compilation and dissemination of data in time series format, with periodical updating.

•

Covers various periodicities as feasible.

•

Analytically convenient classification of data sets.

•

Ease of identifying the variables and versatility of selecting data variable/series and flexibility of constructing
time series as per choice and requirement of users.

•

Convenience of exporting the required data set to Excel files.

•

Enabling instant comparison and plotting in a graphical format.

•

‘Meta Data’ providing information on the sources of data, concepts, coverage and changes therein.

Access Options
Retention Fee Offer
A facility of full access for a limited period of one month is available at a very moderate fee of Rs 2,500/- for
which subscribers can apply up to November 20, 2012.

Demo Version/Annual Subscriptions
The demo version can be accessed by free registration. The existing members already registered with us and
accessing member services at www.epwrf.in will not require fresh registration. To gain full access on a regular
basis, the subscription rates are available on our website. Annual subscriptions are particularly useful for
institutions with multiple users.
Pay-per-use
In order to promote wider usage of database, particularly among individual research scholars, a payper-use facility has recently been introduced. This will enable scholars to download data from different
modules according to their specific needs at very moderate and uniform pay-as-you-use charges. Data sets
can be accessed at Rs 10 per column for up to 200 lines; and for every additional 200 lines at Rs 5 each per
column. This facility enables:
•

Variable-wise access across 13 modules and selection of data sets from any of the series for the required
period.

•

Pay as per the download (against the current annual subscription for all modules ranging from Rs 24,000
for students to Rs 1,26,000 for institutions with multiple users).

•

Flexi prepayment options, i.e. purchase through Top Up or pay as per the selection through wire transfer.

•

Downloaded data can be viewed online and also a copy gets mailed to the registered email ID.

For any further details or clarifications, please contact:
The Director,
EPW Research Foundation,
C-212, Akurli Industrial Estate, Akurli Road, Kandivli (East), Mumbai - 400 101.
(phone: +91-22-2885 4995/4996) or mail to: epwrf@vsnl.com
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based on data but very much in line with
tradition – of just finding a method for
raising revenue to meet costs. The proposal to raise passenger fares was only
because it appeared imperative and while
the moderation in the increase may have
been out of diplomacy, it does not appear
that there had been any analysis preceding the proposals. Accounting reforms
may therefore not only provide the Railway Board with weapons to counter political forces, but would educate the
board itself and would surely bring out
aspects of working that are not apparent.
Soft Skills
While accounting reforms and separation of passenger and goods costs would
be one measure, the other need for the
railways is behavioural change. The railways are a commercial undertaking in
the sense that they need to at least break

even, and the Railway Board is in charge
of their running. The minister of railways represents the people and would
guide the railways to run according to
the policies of the government, but the
minister cannot give guidance in the
name of government policy that flies in
the face of reasonable working. And, yet,
minister after minister has got away
with just that – some development for
his or her home state, yes, but at the
clear cost of the efficiency of the railways and also keeping fares at unrealistic levels. In these situations the railway
management has not stood firm. The
railway management has achieved many
milestones – computerisation, electrification, automatic signalling – and these
happened with neither help nor hindrance from the political leadership.
But when it comes to being professional
in matters of projects and populist

21st Century Socialism
in Pakistan?
Aasim Sajjad Akhtar

Three Marxist political parties
in Pakistan are coming together
to merge into one party of the
left. In retreat for many decades,
this is an important first step for
the revival of left-wing politics in
Pakistan and strengthening the
democratic politics of the country.
A participant in this unity move
explains the context and the
challenges for the new united
party of the left in Pakistan.
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t is rare for Pakistan to be in the news
for something other than suicide
bombs, Hindu and Jew-hating mullahs and a very peculiar (and vulnerable)
type of postcolonial democracy. A plethora
of institutions, classes, ethnic groups and
prominent individuals animates narratives
of Pakistani modernity, most notably the
omnipresent military and those who would
challenge the men in khaki, including
ethno-nationalists like those presently
leading an insurgency in Balochistan.
Conspicuous by its absence in almost all
such accounts is the Pakistani left. Even
informed observers of Pakistan might
have little or no knowledge of leftist forces
in the country, at least in the contemporary period. Students of history will know
that the Pakistani ruling class visited a
great deal of repression upon leftists during the cold war when the country was the
frontline against the Soviet bloc. Despite
having to operate in extremely dire circumstances, the Pakistani left exercised
vol xlvii no 45

measures, the railway management has
been more than ready to compromise.
The management has obliged by doctoring estimates and at times has anticipated political desires – “We do not even
need orders, we will do it on our own”.
This environment of “at your service”
that the railway management creates
may be by itself an invitation for the best
of ministers to think the railways are his
or hers to exploit.
In March 2012, when the minister in
charge was sacked and the budget redrawn, the Railway Board secretariat
had to rework the figures for presenting
changed proposals to Parliament. But
the members of the Railway Board could
have stood their ground and resigned
along with the minister. It would have
been more eloquent than waiting till
the dust had settled and proposing a
tariff authority.

not insignificant influence on the polity,
and society more generally, until the 1980s.
Since the end of the cold war, however,
the little space that the left previously
garnered has, more or less, frittered
away. Of course this has been the fate of
the left in many countries. With the exception of the experiments in “21st century socialism” being effected in Latin
America, the left continues to suffer
from a crisis of identity in the face of
changes in the global political economy
associated with neo-liberalism.
The retreat of the Pakistani left has
arguably been more damning and sustained than most, even if one limits the
comparative frame to south Asia. It is,
for instance, an uncomfortable truth
that a majority of the more than 100 million Pakistanis below the age of 25 do
not even know that there is a political left
in its country, or indeed even that there is
a competing ideology to the left of the
dominant intellectual mainstream. The
common sense notions that do exist are
carry-overs from the cold war inasmuch
as the term “communist” in Pakistan still
connotes an irreligious world view.
Lighting the Lamp
There are, however, glimmers of hope
amidst the relative gloom. On 11 November,
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