
Railway Service Price Index- A Concept Paper 
 
 
i) Definition of product and its sub-elements. 

 
Product of Railways sector can be grouped into two broad categories—Freight services and 

Passenger services. Rail freight and passenger earnings constitute more than 99% of Indian Railways’ 
total revenue earnings.  It is proposed to construct the Railway Service Price Index (RSPI) with 2004-05 
as the base year. In the proposed base year freight and passenger earnings constituted about 68.42% 
and 31.58% respectively of the total traffic revenue of Indian Railways.  Miscellaneous realization like 
demurrage, wharfage, shunting and siding charges etc. made up the remaining less than 1% of Indian 
Railways’ total revenue earnings. The RSPI is proposed to include only freight and passenger services.       
 
 

ii) Price of the product. 
 
Average rates (in paise) charged per tonne per km and per passenger per km are proposed to be taken 
as price for freight and passenger services respectively.   
  
 

iii) Methodology and Weighting diagram. 
 

Laspeyre’s Formula shall be used for constructing RSPI.  
 

 
 
  

Average rates (in paise) charged per tonne per km and per passenger per km are estimated by 
dividing total revenue earnings commodity-wise or travel class-wise by tonne km or passenger km 
respectively, taking into account the effect of telescopicity of rates charged and other surcharges.   
 
   The weightages have been proposed to be assigned as approved by the Expert Committee on 
BSPI as per recommendations by the study made on the subject.   The shares of various goods in the 
total freight revenue earnings (for freight services) and shares of various passenger classes in the total 
passenger revenue earnings (for passenger services) in  the base year i.e. 2004-05  are the bases of 
weights to be assigned.  
 

The weighting diagram to be used for RSPI Freight Services is as below: 
 

Commodity Weight (%) 
Coal 43.08 
Raw Material – S.P. 4.27 
Iron & Steel-S.P 4.60 
Iron Ore-Exp. 5.08 
Cement 7.65 
Foodgrains 9.73 
Fertilizers 3.91 
P.O.L. 8.80 
Others Goods 12.88 
Total 100.00 



The weighting diagram to be used for RSPI Passenger Services is as below: 
 

Ticket Class Weight (%) 
Suburban 
1st Class 1.21 
IInd Class 8.32 
Total Suburban 9.53 
Non-suburban 
AC Ist Class 1.16 
AC II-tier 7.04 
AC III-tier 6.94 
First Class 0.88 
AC Chair car 1.89 
Sleeper Class 

Mail/Express 25.50 
Ordinary 0.22 

Second Class 
Mail/Express 26.46 
Ordinary 20.39 

Total Suburban 90.47 
Total  100.00 

 
RSPI is then calculated assigning an inter-se weight of 68.42% and 31.58% to the freight index and 

passenger index respectively. 
 
 

iv) Sources of data. 
 
Data will be sourced from the Railway Board. For freight  services, the monthly source of  data is 

Revenue Freight Traffic Statistics on Originating Basis published by the Directorate of Statistics and 
Economics, Railway Board.  For passenger services, the monthly source of data is Class-wise 
Passenger Originating, Passenger kms. and Passenger Earnings.  This data is available Zonal Railway-
wise.   
 

v) Frequency of release of Index. 
 
The Price Index for Rail transport is proposed to be released on a monthly basis. 
 

vi) Nature of potential fluctuations and reasons thereof. 
 

Prices of Rail Transport services are administratively fixed and announced annually in the Rail 
Budget, which comes into effect on 1st of April every year. However, under the dynamic pricing policy, 
tariff is selectively changed for specific period for specific commodities or specific passenger classes.  
The only variation/fluctuation in prices is expected to arise due to such changes borne out of the 
dynamic pricing policy. Such fluctuations are expected to be neither substantial nor very frequent. 
Nevertheless, it would be appropriate if the price index for Rail transport is released on monthly basis. 
This will be in line with price indices for other services. 

 
NOTE: KINDLY POST YOUR FEEDBACK/COMMENTS TO SHRI ASHWINI KUMAR, DEPUTY 
DIRECTOR AT Email : kumar.ashwini@nic.in  
 


