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for railways

Lalu wasn’t an under-achiever. But
‘much more could have been done
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mg revenue potential, Much of

these three thrusts, particular-
ly the first two, were feasible
largely because of the invest-
mentinrailwaysafetyandother
areas made by Lalu’s predeces-
sor and archrival, Nitish Ku-
mar, between2001and 2004.
Mamata’s White Paper,onthe
other hand, contends that the
growth was hardly surprising.
First, it was just pillion-riding
onthegreatIndiangrowthstory

during the period and actually

didn’t reach its potential if one
accepted the World Bank's esti-
mate of an elasticity of 1.25 for
railway GDP to economy GDP.
Second,itisnotasif freightrates
havenotrisen;they haveactual-
ly risen significantly, as high as
44% in food grains and 35% in
fertilisersovertheperiod.Final-
ly, much of financial results
stemmed from two accounting
changes—capitalising of prin-
cipalrepaymentleasechargesto
IRFC and marking the reim-
bursementfromgovernmentfor
buildingstrategicnon-commer-
ciallinesasanincome.

From the big picture view of
the railways story, this looks a
bit unfair. It is easy to question

Until 2000, Indian
Railways was in
deep trouble

why even more 'was not
achieved. The report itself ad-

mitsthatthelong-runelasticity
for India is below 0.8. As for

“freight rate changes; a careful

look does not seem:to suggest
that the railways was gorging,
onlyusing a multi-part pricing
strategy, that, at its unlikely
worst, could seem complex to
customers. As for the account-
ingchanges, first these are pub-
licly notified and audited by
multiple agencies. If the
changes were not made, and if
the effect of the Sixth Pay Com-
mission was evenly distributed
(the worst-case scenario for the
2004-09 period), the average an-
nual cash surplus before divi-
dend would have dropped from
Rs17,734croretoRs 12,473 crore.

- Significant drop, but compare

this with the 2001 figure of Rs
4,790 crore, and even after ac-
counting for inflation, the
changeisundeniable,

White Papers are always
great for transparency. In this
case, itdoesagoodjobof scaling
down the financial feat, but
thereisnowayof denyingthata
transformation did happen. As
a tactical ploy, however, this re-
portmay backfirelater. Mamata

" would be ill-advised to assume

that she herself will not be
judged in time by the same stan-
dards she is now applying. But
then again she may be counting
onajobchangeverysoon.

Theauthor teabhesat the Indian
School of Busi'ness,_ Hyderabad
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