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Social  Service Obligation

Indian Railways (IR), in the larger social and national interest, has been
undertaking certain uneconomic operations in transportation with a
view to provide affordable transport facilities to poorer sections of
society and to facilitate the movement of essential commodities meant
for mass consumption.  Losses incurred on this account are termed as
social service obligation.

Net social service obligation borne by IR in 2005-06 is assessed at
Rs. 4107.61 crores, excluding staff welfare cost (Rs. 1541.69 crores)
and law and order cost (Rs. 958.91 crores).  These huge costs impinge
upon the ability of Indian Railways to remain self reliant  and constrain
its capacity to finance expansion and growth.  Railways have been
meeting the cost of social service obligation through cross subsidisation.

Elements of Social Service Obligation:

The main elements of social service obligation as identified by IR
are losses relating to:

(i) essential commodities carried below cost;

(ii) passenger and other coaching services;

(iii) operation of uneconomic branch lines;

(iv) new lines opened for traffic during the last 15 years.

Losses on Transportation of Essential Commodities Carried
Below Cost:

As part of the Railways’ social service obligation, certain essential
commodities of mass consumption like sugarcane, paper, livestock,
etc. are carried below the cost of operation in order to contain their
market prices. The total loss on the movement of these commodities is
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Rs.42.08 crores during the year 2005-06.  The break-up of  losses
incurred for 2005-06, is as under: -

Commodities Losses (Rs. in cr.)
Sugarcane 15.30

Paper 9.49

Live stock 8.78

Ediblc oil 3.95

Bamboos 3.28

* Others 1.28

Total  42.08
* Others include charcoal, cotton raw pressed, bidi leaves and gur-jaggary

and shakker

These commodities constituted 0.70% of the revenue NTKMs and
0.38 % of freight earnings for the year 2005-06.

Losses on passenger and other coaching services:
Analysis of the profitability of coaching services for 2005-06 has

revealed an overall loss of  Rs. 6566.13 crores of which net suburban
losses in Chennai, Kolkata and Mumbai provided with EMU and non-
EMU services contributed Rs. 837.50 crores. While the lag in the rise
of passenger fares with respect to inflationary pressures prevalent in
the economy has contributed to coaching losses, other factors have
also exacerbated the situation which include

(i) low second class ordinary fares;

(ii) non-suburban commuters availing  season ticket concessions
for travel between two stations up to a distance of 150
kilometres. These journeys constituted 30.9 % of non-suburban
traffic ;

(iii) commuters availing concession monthly and quarterly season
tickets on suburban sections of Mumbai, Kolkata and  Chennai.
Journeys performed by passengers holding season tickets
formed 67.3% of suburban traffic;

(iv) concessions in fare extended to various categories in society
such as recipients of gallantry awards and National sports
awards, participants in National and State sports tournaments,
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teachers honored with National awards, Shram awardees, war
widows, patients suffering from cancer, tuberculosis and other
serious diseases, handicapped persons etc.  Concessions are
also extended to military traffic, postal traffic, transportation of
seeds, milk etc. and traffic to the North-East. IR also steps in to
provide emergency relief by transporting material like food,
water, fodder and emergency relief material to areas affected
by natural disasters like drought, cyclone, earthquake etc.

Compensation for Social Service Obligations in Other
Countries:

Most Railways, the world over, are called upon to meet certain public
service obligations at low tariff in the larger social interest for which
they adequately compensated for by the government.  Such support is
provided in various forms and for different purposes like:

(i) compensation for losses on account of concessional tariffs;

(ii) out-right grant to cover deficits;

(iii) soft loans to meet the deficits;

(iv) financial support to maintain viability of the system and earn
marginal profits;

(v) writing off of accumulated debts and unproductive capital; and

(vi) support for investment and infrastructure maintenance.

Indian Railways incur losses every year by performing a variety of
unremunerative but socially necessary services. These losses are mostly
due to low ordinary second class fare, suburban and non-suburban
season fare, a variety of concessions granted on passenger ticket and
transportation of certain commodities below cost. Working of
uneconomic branch lines, too, imposes a heavy burden on IR’s finances.
Thus, a wide gap is created between the revenue income generated
through these services and their running costs.

According to the statistics published in Jane’s World Railways
(2005-2006 edition),  the State support was provided to some foreign
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Compared to the above, the net social service obligation borne by
IR in 2005-06 assessed at Rs.4107.61crores, constitutes 7.55 % of
the total revenue earnings  and  9.01 % of the total expenditure.

Uneconomic Branch Lines:
Despite concerted efforts to enhance earning on branch lines, most

of such lines remain commercially unviable.  The Railway Reforms
Committee recommended closure of 40 such lines but due to stiff public
resistance and opposition of State Governments towards withdrawal of
such services, only 15 lines have been closed permanently by the
Railways.  A review of the financial results of uneconomic branch lines
for the year 2005-06 shows that, on an  original investment on these
lines of the order of Rs.502 crores, loss during the year 2005-06
amounted  to Rs. 451 crores in as many as 111 branch lines.

New lines opened for traffic during the last 15 years:
The Railway Convention Committee (RCC) in its 9th report on this

subject has noted that in the present state of Railway finances and
prevalent high costs of construction, the Railways are not in a position
to inject adequate capital investment in under-developed areas.
Therefore, they have felt that reliefs like the distribution of land free of
charge and waiver of dividend payment on such lines for a minimum
period of twenty years are justified.  Periodic reviews have revealed that
of the 14 lines examined in 2005-06, return was below expectation in
several lines. Of the new lines reviewed,  three lines were built to relieve

Railway Curr- Subsidy Total Percentage Total Pertcentage
System ency (millions) revenue of subsidy expenses of subsidy

earnings to total  (millions) to total
(millions) revenue expenditure

1. French Railways
Infrastructure
Authority (RFF)
for the year 2004 EURO 1,110 3,388 33 4,714 24

2. Luxembourg Railways (CFL)
for the year 2004 L.Fr. 93 378 25 471 20

3. Bangladesh Railways
for the year 2002 BDT 1,017 3,884 26 5,355 19

4. VIA Rail Canada
for the year 2003 Canadian 181 250 72 431 42

Dollar

railways for meeting social service obligation is, at levels detailed as
under:
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bottlenecks or to bridge the gaps in the existing system links, two are
yielding higher returns while one are yielding lower returns than
anticipated. Of the eleven lines taken up as part of the social service
obligations of the railways, for development of backward areas, all lines,
except two, are showing either negative returns or unremunerative
returns.  Results  of the review are furnished below:

 Financial Results of New Lines for the year 2005-06
S. Name of the Date of Cost  Expected             Actual return on invesment
No. branch line opening     (Rs. In  return on 2003-04 2004-05 2005-06

crores)  the (%) (%) (%)
 invest-

ment (%)
I. MISSING LINKS
1. Alleppey- 20.11.92 73.32 13.16 23.98 21.15 21.15

Kayankulam (B.G.)
43 Kms.

2. Chitradurg- 31.8.94 100.29 NA (-)11 2.1 2.1
Rayadurg
(B.G.)  99 Kms.

3. Bibinagar- 19.4.90 50.63 12.42 60.00 75.00 145.00
Nadikude (BG)
149 Kms.

II. DEVELOPMENTAL LINES
1. Satna-Rewa 8.5.93 113.78 NA 97.00 106.00 129.00

(BG) 50 Kms.

2. Lakshmikantapur- 19.10.92 86.42 NA (-)22.00 (-) 22.00 (-) 15.74
Kulpi (BG) 10 Kms.

3. Dharmanagar- 26.3.86 47.87 NA (-)8.96 (-) 18.29 (-) 9.55
Kumarghat &
(M.G.) 41 Kms. 4.1.90

4. Lalbazar- 11.4.89 44.50 NA (-)12.06 (-) 13.02 (-) 24.71
Jamira- 16.3.91
Bhairabi (MG) 48 Kms.

5. Silchar-Jiribam 31.3.90 45.63 NA (-)10.59 (-) 19.82 (-) 18.85
(MG) 49 Kms.

6. Balipara- 21.1.89 16.59 NA (-)22.31 (-) 14.31 (-) 25.40
Bhalukpong (MG) 15.1.90
35 Kms.

7. Trichur- 9.1.94 29.80 17.00 (-)4.03 (-) 4.11 (-) 4.11
Guruvayur (B.G.)
24 Kms.

8. Adilabad- 30.12.91 25.70 NA (-)4 (-) 5 (-) 8
Pimpalkutti (BG)
20 Kms.

9. Telapur- 2.4.1993 9.19 10.93 (-)7 (-) 8 (-) 8
Patancheru (BG) 8 Kms.

10. Rampur-New 6.5.94 77.24 NA (-)26.07 (-) 28.99 (-) 35.98
Haldwani (BG) 89 Kms.

11. Nangaldam- 1990 23.34 NA 4.7 3.5 3.00
Una Himachal
(BG) 16.45 Kms.


