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THE "inflationary pressures" of 
T which the Finance Minister spoke 

in such grave terms on Wednesday are 
one aspect of the performance of the 
economy; the other, and more import
ant aspect perhaps, is the slackness, 
even stagnation, in important sectors of 
industry. T T Krishnamachari was ex
ercised over the need for fiscal i n d 
monetary discipline to check the rise 
in prices, but it was the Railway Bud
get presented on Thursday which drew 
pointed attention to the other problem. 
Goods traffic on the railways was ex
pected to increase by 17 mil l ion tonnes 
in 1964-65. In the event, the actual 
increase is likely to be no more than 
3 mil l ion tonnes. 

The slackening of the demand for 
coal in the beginning of 1964 persisted 
and coal traffic in the f i rs t nine 
months of 1964-65 was actually 2.5 
mi l l ion tonnes lower than in the cor
responding period of the previous 
year. Movement of raw materials to 
the steel plants has also dropped. Nor 
has the anticipated increase of a mi l l ion 
tonnes in carriage of mineral ores for 

export materialsed; the actual increase 
was just about one-fourth of this figure. 
Other revenue earning traffic also in 
creased much less than the anticipated 
5 mi l l ion tonnes; in the first nine 
months of the year it was higher than 
in the previous year by one and a halt 
mi l l ion tonnes. Clearly, the shortfall 
in freight traffic is the result of deve
lopment programmes lagging behind 
schedule in such vital sectors as steel, 
cement, fertilisers, mineral ores, etc. 

Even allowing for the "signs of re
vival of traffic", the best estimate of 
increase in goods draffic during 1964-65 
is 3 mil l ion tonnes. A n d in 1965-
66, the last year of the Thi rd Plan, the 
Railway Minister expects that goods 
traffic w i l l rise by 10 mil l ion tonnes. 
Even if this estimate proves correct, 
the total goods traffic in the last year 
of the Flan w i l l be only about 205 
mi l l ion tonnes — far lower than 
the revised target of 245 mil l ion 
tonnes, not to mention the original 
Plan target of 260 mi l l ion tonnes. 

The smaller-than-expected increase in 
goods traffic has been reflected in 
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freight earnings turning out to be 
Rs 24.5 crores lower than the Budget 
estimate. The shortfall, however, has 
been to an extent made up by a higher-
than-expected increase in passenger 
traffic. The 1964-65 Budget had ex
pected passenger traffic to increase by 
about 4 per cent. Actually, suburban 
traffic has increased by 8,6 per cent 
and non-suburban traffic by 5.8 per 
cent and earnings from passenger 
traffic are likely to be Rs 16 crores 
higher than expected. The overall 
shortfall in gross traffic receipts wi l l 
thus be about Rs 8 crores. 

This deficit in earnings is magnified 
into a Rs 17 crores shortfall in net re
venue as a result of an increase of Rs 
18 crores in working expenses — the 
lower-than-expected goods traffic not
withstanding. The rise in working ex
penses is attributed by the Railway 
Minister almost entirely to a higher 
wage b i l l owing principally to two re
visions of dearness allowance of rail
way employees. There have been i n 
creases in the price of coal and electric 
power for traction, but these have been 
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to an extent offset by what the Rail
way Minister describes as "economy 
measures" and by the level of traffic 
being below anticipation, to give a net 
increase of Rs 18 crores in working 
expenses. 

After paying Rs 104.5 crores to 
General Reserves, which is about Rs 
1 crore higher than the Budget esti
mate, the surplus in 1964-65 is estimat
ed at Rs 12.5 crores compared wi th 
the Budget estimate of Rs 30.9 crores 
and the 1963-64 actual figure of Rs 49.2 
crores. At existing levels of freight 
rates and passenger fares and given the 
estimated increase in goods traffic by 
10 mi l l ion tonnes and in passenger 
traffic by 4 per cent, the surplus in 
1965-66 would dwindle further to about 
Rs 8.8 crores. It is this dismal pros
pect which the Railway Minister ad
duces to justify increase in freight 
rates and fares. 

Passenger traffic w i l l contribute Rs 
13.5 crores of the increase while higher 
freight rates w i l l fetch Rs 6,9 crores. 
The impact of the fare increases has 
been to make fares slightly more tele
scopic over distances longer than 800 
kilometers for th i rd and second class 
travel and over 1,000 kilometers and 
1,200 kilometers for first class and air 
conditioned travel. The Railway M i n i -
ster has been at pains to point out that 
the increase in fares has been well 
spread out and that it w i l l be only 
marginal for a l l individual journeys. 
Yet the fact remains that the travelling 
public as a Whole w i l l be paying some 
Rs 14 crores more on account of the 
higher fares and it is only to be expect
ed that in view of the general rise in 
prices this burden w i l l hardly be ac
cepted wi thout demur. The Railway 
Minister has shrewdly let the highly 

vocal suburban commuter traffic get off 
relatively l ight ly , though i t i s well 
known that while passenger traffic as 
a whole does not pay its way, suburban 
traffic does so even less. Indeed the 
rise in the proportion of suburban 
traffic in total passenger traffic in re
cent years has been one of the develop
ments wi th disconcerting implications 
for railway finances. 

The other development is the 
growth of the so-called low-rated 
goods traffic as a proportion of total 
goods traffic. In 1964-65, it is possible, 
the trend may have been halted or 
even reversed as a result of the large 
shortfall in traffic in such commodities 
as coal and mineral ores, but this is 
almost certain to prove a temporary 
aberration from the trend which has 
been clear. Between 1956-57 and 
1961-62 the proportion of low-rated 
traffic to total traffic increased from 63 
per cent to 73 per cent w i t h a corres
ponding fall in that of high-rated 
traffic. 

The railway administration has been 
acutely aware of this trend and re
cent changes in freight rates have been 
in the direction of narrowing the diff
erence between the low and high rates. 
Only last year the rates for coal mov
ing over distances longer than 300 
kilometers were raised and this was ac
companied by a downward adjustment 
in the classification of certain high-rat
ed goods. The freight increases this 
year follow the same pattern. Rates 
have been raised on heavy merchandise 
l ike i ron and steel, cement, stone, lime
stone, ores, petroleum products, etc. 
The conspicuous exceptions are coal, on 
the ground that the rates for coal have 
been raised more than once in recent 
years, foodgrains, kerosene and i ron 

ore for export. l i k e last year, higher 
rates for low-rated commodities are ac
companied by a reduction in rates for 
certain high-rated goods — mainly 
manufactured' goods including cotton 
piecegoods. 

These changes reflect the need to 
preserve the financial viabil i ty of 
the railways in the face of the 
continuous rise in the proportion of 
low-rated traffic and fall in that of 
high-rated traffic — some of it as a 
result of competition from road trans
port. Without statistics of the average 
unit cost of carrying different com
modity groups, however, it is not pos
sible to say which pay their way and 
which do not. For instance, it is 
certainly not true that low-rated traffic 
is necessarily unremunerative. Haulage 
of low-rated materials to steel plants 
over short to medium distances is not 
uneconomic as is seen from the finan
cial results of the Eastern and South-
Eastern railways which rely on these 
commodities for a good proportion of 
their revenue, but are able to make i n 
tensive use of available facilities. In 
fact these two railways are more pro
fitable than most other zonal railways. 
Even low-rated traffic comprising bulky 
and heavy materials like coal, ores, etc, 
may pay if movement is organised in 
ful l t rain loads and at fast speeds. 

Reliable estimates of average unit 
costs are necessary, for only then w i l l 
it be possible to identify commodities 
which are subsidised and those Which 
are charged in excess of costs. W i t h 
such information a more rational 
freight structure can be evolved, on the 
basis of deliberate decisions about 
which commodities to subsidise and 
how much. 


